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EXECUTIVE SUMMARY  

World Economic Growth 
The International Monetary Fund (IMF) reiterated that the global economic 

recovery is proceeding better than expected but at varying speeds; slowly 

in many advanced countries and solidly in most emerging economies and 

developing economies. Noting the improvements in economic activities 

across the globe, the IMF revised its global output growth rate in 2010 to 

4.25%, following a contraction of 0.5% in 2009. The new forecast is an 

upward revision from the earlier forecast of 3.9% released in the WEO 

January, 2010 Edition.  

According to IMF, output in the advanced economies is now expected to 

expand by 2.25% in 2010 and by 2.5% in 2011, following a decline of more 

than 3% in 2009. Growth in emerging and developing economies is 

forecasted to be over 6.25% during 2010-11, following a modest 2.25% in 

2009. The report stated that given the large amount of public debt that has 

been accumulated during the recession in many advanced economies, exit 

policies need to emphasize fiscal consolidation and financial sector repair. 

This will allow monetary policy to remain accommodative without leading to 

inflationary pressure or financial sector instabilities.    

In another development, the Update of the IMF Global Financial Stability 

Report (GFSR), April, 2010 Edition stated that risks to global financial 

stability have eased as the global economic recovery has gained steam, 

but warned about concerns in advanced economies sovereign risks, which 

could undermine stability gains and prolong the collapse of credit. It added 

that without fully restoring the health of financial and household balance 

sheets, a worsening of public debt sustainability could be transmitted back 

to banking systems or across borders. 

 

GDP 
Available data released by the National Bureau of Statistics (NBS) shows 

that the Nigerian economy when measured by the Real Gross Domestic 

Product (GDP) grew by 6.90% in 2009 as against 5.98% recorded in 2008. 

Meanwhile, the target growth rate for the year 2009 as contained in the 

2009 Federal Government budget was 7.5%. The growth in the economy 

was driven largely by non-oil sector. Non-oil GDP grew by 8.61% in 2009, 

while oil GDP recorded a decline rate of 1.23% in 2009.   

Looking at the percentage distribution of real GDP at 1990 constant basic 

prices by activity sector in 2009, Agriculture contributed the highest with 

41.85%. This was followed by Wholesale & Retail Trade with 18.16% and 

Crude Petroleum & Natural Gas 16.03% respectively.  

Telecommunications 
According to the Nigerian Communications Commission (NCC), the 

installed capacity in the industry as at February, 2010 stood at 148.835mn 

lines, an increase of 32.02% over 112.733mn lines as at December 31, 

2009. The installed capacity is made up of Mobile GSM, Mobile CDMA and 

Fixed Wired/Wireless in the proportion of 83.40%, 10.26% and 6.34%, 

respectively. There were 77.08mn active telephone lines, representing 

51.79% of the installed capacity, while there were 71.75mn unused 

capacity, representing 48.21% of the installed capacity as at February, 

2010. 

 
 
 
 
The market share of the GSM operators in Nigeria as at September 2009 

are:  MTN Nigeria Communications Limited: 46.36%; Globacom Limited: 

26.18%; Zain Limited (formerly CELTEL): 24.09%; EMTS Limited trading 

as Etisalat: 2.96%; and M-Tel Limited: 0.41%. The market share of the 

CDMA Mobile operators as at September 2009 are: Visafone Limited: 

36.23%; Multilinks-Telcom: 26.03%; Starcomms Limited: 21.84% and 

Reliance Telecoms (Reltel):15.90%. 

 

Crude Oil  
The Monthly Oil Market Report of the Organization of the Petroleum 

Exporting Countries (OPEC), April 2010 Edition, reported that a steady 

stream of positive macroeconomic indicators have lifted sentiments about 

world economic prospects, adding that  manufacturing continues to pick up 

in the US. Services have also been improving gradually with similar trends 

seen throughout other developed world. OPEC notes that within the 

Organization for Economic Cooperation & Development (OECD), positive 

signals include the employment situation in the US in March, as payrolls 

rose, especially in the private sector.  

The report notes that OPEC Reference Basket (ORB) rose by US$4.22/b 

to average US$77.21/b in March, the highest since the onset of the 

financial crisis in September 2008. OPEC stated that volatility was lower 

with the basket fluctuating between US$75.51/b and US$78.70/b. The rise 

in the OPEC Reference Basket was driven by the bullish sentiments in the 

market, supported by improving expectations about global economic 

growth and US Dollar weakness against the Euro as concerns over 

Greeceôs fiscal problems temporarily eased. 

OPEC posited that the world economy continues to improve and projected 

a growth of 3.5% in 2010. In the OECD growth is forecast at 1.9% in 2010. 

The US is expected to contribute the highest within the OECD with growth 

of 2.6%. Japan is forecast to grow by 1.5% and the Euro-zone by 0.7%. 

External Reserves 
According to the CBN, Nigeriaôs external reserves position as at March 31, 

2010 stood at US$40.68bn, representing a marginal drop of 4.08%, 

compared to US$42.41bn as at December 31, 2009. Notwithstanding the 

decline in the level of external reserves as at end-March 2009 the level of 

reserves is sufficient to finance 17 months of imports, far in excess of the 

internationally acceptable 3 months import-cover requirement. 

External Debt 
Available information from the Debt Management Office (DMO) shows that 

the total Nigeriaôs external debt stock as at December 31, 2009 stood at 

US$3,947.30mn translating to 2.12% of the GDP. This represents an 

increase of 6.10% over US$3,720.36mn as at December 31, 2008. The 

current position is also higher than the position as at September 30, 2009 

which stood at US$3,863.92mn. The breakdown of the debt showed that 

88.78% was owed to Multilateral (which includes World Bank Group, 

International Fund for Agricultural Development (IFAD), African 

Development Bank Group, International Development Bank (IDB) and 

Economic Development Fund (EDF). The balance of 11.22% was owed to 

Non-Paris Group of creditors. 
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Domestic Debt 
As at December 2009, DMO put the countryôs domestic debt stock at 

N3,228.03bn, up 39.14% from N2,320bn as at December 31, 2008 and up 

from N3,058.19bn as at September 2009. The domestic debt stock as at 

December, 2009 represents about 11.76% of the GDP. The breakdown of 

the total debt stock shows that the FGN Bonds accounted for N1,974.93bn 

representing 61.18%; Nigerian Treasury Bills (NTBs) accounted for 

N797.48bn, representing 24.70%, Treasury Bonds(TBs) accounted for 

N392.07bn, representing 12.15%; Promissory Note (PN) which was 

introduced in September 2009 accounted for N63.03bn, representing 

1.95% while Development Stocks (DSs) accounted for N0.52bn, 

representing 0.02%. Meanwhile, the total public debt stock in the country 

(addition of external and domestic debts) as at December, 2009 represents 

about 13.88% of the GDP as against the applicable critical limit of 40% for 

countries in Nigeriaôs economic peer group. 

 

Inflation Rate 
The Consumer Price Index (CPI) for the month of March, 2010, released 

by the National Bureau of Statistics (NBS), showed that inflation rate (year-

on-year) in Nigeria dropped by 50 basis points to 11.80% in the month of 

March 2010, compared to 12.30% in the preceding month. The latest 

inflation figure represents the lowest rate since November 2009. According 

to NBS, the Composite Consumer Price Index (CCPI) stood at 219.40 

points in the month of March 2010. The percentage change in the average 

CPI for the twelve-month period ended March 2010 over the average of 

the CPI for the previous twelve-month period was 11.90%.This was slightly 

lower than what was recorded by making similar comparison in February, 

2010. Core Inflation (that is all items less farm produce and energy) stood 

at 9.21% year-on-year, down from 10.71% recorded in February 2010.  

 
FGN Bonds  
The huge liquidity in the financial market and investorsô desire to continue 

to trade returns for safety led to the increased subscription on FGN Bonds 

in Q1 2010 despite the low coupons that the bonds carried. Subscription 

on FGN Bonds in Q1 2010 stood at N569.51bn, compared to N280.56bn 

as at Q4 2009 and also higher than N277.51bn in Q1 2009. FSDH 

Research had reported earlier that the huge subscription recorded in the 

Bonds was on account of flight to safety by investors, trading returns for 

safety. Consequently, the prices of Bonds at the secondary market 

maintained an upward trend most of the time, trading at premium to its par 

value and resulting in low yields. 

 
Equities Market 
The positive  impact of the economic recovery both at the global and 

domestic levels were observed in the Nigerian Equities market in Q1, 2010 

as major indicators in the equities market showed considerable 

improvements when compared with the closing figures of December 31, 

2009. The Nigeria Stock Exchange All Share Index (NSE ASI) closed Q1 

2010 at 25,966.25 points, up from 20,827.17 points at the end of 2009, 

representing an appreciation of 24.67%, higher than the loss of 33.78% 

recorded in the corresponding period of 2009. In a similar development, 

the market capitalization recorded a gain of 25.88% in 2009 to close at 

N6,280.60bn (about US$42.35mn).  

Looking at the sectoral performance of the FSDH Indices in Q1 2010, 

FSDH Banking Index recorded the highest appreciation of 29.42%,  

 

followed by the FSDH Manufacturing & Allied and Petroleum Marketing 

Indices, with an appreciations of 27.08% and 16.30%, respectively. 

In terms of trading activities for Q1 2010, a total of 26.38bn shares worth 

N188.506bn were  traded in 604,030 deals. This is against 19.16bn shares 

worth a total of N108.17trn traded in 419,539mn deals in Q1 2009. The 

average value of shares traded during the quarter under review was 

N3.04bn, while the average volume of shares was 425.62mn in an average 

of 9,742 deals.   

Money Market 
The money market experienced extreme liquidity in Q1, 2010 because of 

the following factors: the unwillingness of banks to lend money to 

customers; the various injections from both the monthly statutory 

allocation, excess crude oil account and maturities from government 

securities market which hit the system; the extension of the Central Bank 

of Nigeria (CBN) guarantee of inter-bank placements which ensures that 

activities in the inter-bank market remained active; and stability in the 

foreign exchange market. In all a total of about N879.97bn was injected 

into the money market from the monthly statutory allocation and excess 

crude oil account. 

 

Available data from the Financial Market Dealers Association (FMDA) 

indicates that the Average Prime Lending rate to the economy stood at 

18.42% in Q1 2010, up from 17.92% in Q1 2009. The average interest rate 

on savings account stood at 3.32% in Q1 2010, marginally down from 

3.46% in Q1 2009. The average interest rate on Term Deposit (12 months) 

stood at 11.01% in Q1 2010, up from 10.87% in Q1 2009. Meanwhile, the 

CBN recently berated the high spread between the average maximum 

lending rate and average consolidated deposit rate at 17.79% in February 

2010, noting that the structure of the high interest rate of the Deposit 

Money Bank (DMBs) failed to reflect falling inter-bank rates.  

Looking at 7-day NIBOR for Q1 2010, the rate closed lower at 2.46% from 

6.92% as at the end of 2009 and down from 16.33% as at the end of Q1 

2009. A review of the 90-day NIBOR indicated that it closed Q1 2010 at 

7.58%, down from 19% as at the end of Q1 2009. The lowest rate 

recorded in Q1 2010 was 7.41% as against 12.63% in Q1 2009. 

In Q1 2010, Nigerian Treasury Bills(NTBs) received high subscription but 

low coupon rates. At the primary market auctions for the government 

securities, CBN offered and sold a total of N105.85bn worth of 364-day 

NTB in Q1, 2010, higher by 51.21% from N70bn offered in Q1, 2009. A 

total of N165.40bn worth of 182-day NTB was offered and sold in Q1 2010, 

up by 74.11% over N95bn offered in Q1, 2009. While at the 91-day NTB 

auctions, a total of N43.80bn was offered and sold, which represents a 

decrease of 41.76% from N75.22bn offered in Q1, 2009.  

The average discount rate on the 365-day NTB in Q1, 2010 was 3.93% 

while it was 5.41% in the corresponding period of the preceding year. The 

average discount rate on the 182-day NTB in Q1, 2010 was 3.64% while it 

was 3.01% in Q1, 2009. The average discount rate on the 91-day NTB in 

Q1, 2010 was 2.58% while it was 2.50% in 2009. The low discount rates 

recorded in NTB transactions in Q1 2010 were reactions to the high 

liquidity that characterized the money market during the period. The CBN 
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took advantage of the situation to borrow short term funds on behalf of the 

FGN at low rates. 

 

Foreign Exchange Market 
The analysis of the transactions in the official foreign exchange market in 

Q1 2010 showed that the CBN increased the amount of foreign exchange 

it offered in the foreign exchange market in order to maintain stability in the 

foreign exchange rate. The CBN offered a total of US$5,700mn through 

the Wholesale Dutch Auction System (WDAS). The offer represents a 

decrease of 3.39% over the US$5,900mn offered in Q1 2009, however, it 

was 42.86% higher than what was offered in Q4 2009. The amount sold at 

US$5,388mn in Q1, 2010 was 5.47% lower than the amount offered at 

US$5,700mn. 

The value of the Nigerian Naira appreciated at the inter-bank, but 

depreciated at both the parallel and official segments of the market against 

the US Dollar in Q1 2010. The inter-bank market appreciated by 0.30%, 

however as at the corresponding period of last year, the inter-bank market 

was closed. At the parallel and official markets, the value of the Naira 

depreciated by 0.40% and 0.14% respectively, compared with depreciation 

of 23.37% and 11.01% respectively recorded in Q1 2009.  

 

Harmonized Fiscal Projections for 2010 

In order to empower the Federal Government of Nigeria (FGN) to carry out 

its responsibilities for the 2010 fiscal year, the National Assembly passed 

an harmonized budget of N4.61trn after series of rigorous deliberations. 

The National Assembly reviewed the budget upward by about 13% from 

N4.08trn. In order to pay attention to the infrastructural challenges in the 

country, the capital expenditure was reviewed up from the proposed 

N1.37trn to N1.85trn, representing a growth of 35%, while recurrent (non-

debt) expenditure increased marginally by 3.26% to N2.08trn from the 

proposed N2.01trn. Expenditure on debt service was reviewed down from 

N517.07bn to N497bn while statutory transfers was left unchanged at 

N180.28bn. The Acting President Goodluck Jonathan has signed the 

budget into law. 

 

Revised Outlook for 2010 

Global Economy  
The highlights of the consensus from the International Organisations such 

as the IMF and OPEC on the outlook of the world economy in 2010 are: 

 The IMF revised its global output growth  rate for 2010 to 4.25% in 

its WEO, April 2010 Edition, from the earlier forecast of 3.9% 

released in the WEO January, 2010 Update. In a similar vein, the 

Organization of the Petroleum Exporting Countries (OPEC) 

released a revised growth rate forecast of 3.5% in its Monthly Oil 

Market Report, April 2010 edition. 

 The World Trade Organization (WTO) released a forecast world 

trade growth rate in terms of volume of 9.5% for 2010. Also the 

World Economic Outlook of the IMF projected a world trade volume 

growth of 5.8% in 2010. Although the IMF forecast is more 

conservative than the WTO, the forecasts point to the same 

direction.  

 The global economy continues to show signs of recovery; however, 

in the advanced economies, high unemployment rates and public 

debt, as well as not-fully-healed financial systems, and in some 

countries weak household balance sheets are presenting further 

challenges to the prospects of recovery in these economies. 

 IMF encouraged emerging market countries to put in place 

mechanisms to manage a surge of capital inflows because such 

inflows can be very large and partly short-lived. Thus, macro-

prudential policies aimed at limiting the emergence of new asset 

price bubbles, some buildup of reserves, and some capital controls 

on inflows can be part of the suitable response. 

 The IMF Global Financial Stability Report (GFSR), acknowledges 

that favourable developments have resulted in overall reduction in 

systemic risk globally which would help to free up capital and reduce 

risk aversion in the global economy.  

 The world oil demand is expected to grow in 2010; and projected at 

85.2mb/d. OPEC crude demand is projected to average 28.8mb/d 

while non-OPEC crude demand is projected at 56.60mb/d. 

Meanwhile, the Non-OPEC supply is projected at 51.5mb/d a 

marginal increase of 0.5% from the 2009 supply of 51mb/d.  

 Optimistic price of oil in 2010 is projected at US$85/b while the 

pessimistic is projected around US$65/b. 

The Nigerian Economy 

The efforts of the CBN to stimulate the domestic economy and ensure a 

workable resolution of the troubled assets of banks during the banking 

crisis with its attendant negative impact on the economy has helped to 

reduce uncertainties about future economic outcomes. Also, our belief that 

the relevant parties in the Nigerian political landscape will work together to 

resolve the erstwhile political crisis before it degenerates to an 

uncontrollable situation that could cause a collapse of the countryôs 

burgeoning democracy has been confirmed through the resolution of the 

imminent political crisis and the transfer of power to the Acting President 

Goodluck Jonathan. The resolution of the crisis has helped to douse the 

uncertainties that pervaded macroeconomic outcomes and reduced risk. 

We reiterate the need for the nationôs economic managers to implement 

policies that can lay a solid foundation for the economy in the medium to 

long run especially in the area of agriculture and manufacturing in order to 

broaden the revenue base of the country. The Acting President Goodluck 

Jonathan appears to be determined in laying a strong foundation to 

overcome the problem in the power (electricity) industry by bringing that 

sector under his office.  

 It is expected that the implementation of the budget 2010 will provide 

enabling macroeconomic environment that will help Nigeria withstand 

the challenges posed to it by the global economic and financial 

meltdown. Also as noted earlier, the improved oil production in 

Nigeria following the Amnesty program of the FG to the militants in 

the Niger Delta area, and the fact that the unspent portion of 2009 

capital budget allocation will be added to 2010 fiscal year should 

improve the fiscal position of the FGN in 2010.The current average 
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oil price to date at US$77.04/b is higher than the 2010 budget 

benchmark oil price of US$67/b. The 2009 budget is predicated on 

an oil price assumption of US$67/b, oil production of 2.35mb/d an 

average exchange rate of N150/US$1 (average ytd so far 

US$148.45/US$1).  

 We maintain our forecast inflation rate in the range of 12.5% -14.5% 

to end the year. 

 We reiterate that the proposed full deregulation of the down stream 

sector of the oil and gas industry in Nigeria (which we do not have a 

framework for its implementation and no date fixed yet) is the best 

policy that can be implemented in the sector to bring about lasting 

solution to the problems that characterizes the sector. The Local 

Content Law in the upstream sector of the Oil & Gas should also 

engender the development of the sector. 

 Although we have argued that there is the need for the MPC of the 

CBN to reduce its effective lending rate as bank of last resort from 

8% to 6%, it may still not be sufficient to enable banks resume 

lending. Therefore, the CBN needs to create special purpose 

vehicles for organized manufacturers and producers to access funds, 

while the fiscal authorities intensify their efforts in improving the 

infrastructure in the economy. 

 The fact that Nigeriaôs outputs are predominantly Agriculture, a sector 

whose outputs are not affected by short term slow-down in economic 

activities, will ensure that the real GDP growth rate will remain in the 

region of 7.00% and 8.00% in 2010.  

 We maintain our forecast exchange rate in 2010 in the region of 

N140US$1- N145US$1.  

 We note that there may have been a deliberate draw down on 

external reserves by government in order to finance infrastructure 

projects.If this is the case, it is commendable. Given this scenario, we 

are inclined to forecast external reserves level of about US$45bn to 

end the year 2010. 

 Looking at the borrowing needs of FGN both from the domestic and 

external markets we expect the domestic debt to increase to 

N4.25trn, while the external debt should increase to US$4.42bn. 

Fixed Income Securities 

 We reiterate that good supervision and strict adherence to good 

corporate governance in the Nigerian financial system will help to 

prevent the re-occurrence of the recent financial crisis. 

 Although the action of the CBN in respect of standing deposit 

facilities has moved close to our earlier projection, we still maintain 

that the CBN needs to reduce the effective MPR to 6% and remove 

the standing deposit rate of 1%. This structure now becomes more 

relevant than before in view of the plan of the CBN to anchor lending 

rate on MPR. 

 In the short term, we expect interbank rates to start climbing up on 

account of CBNôs renewed efforts to encourage banks to start 

lending to the real sector. However, banks may have to gradually 

increase their deposit rates in order to attract funds from the surplus 

sector. Lending rate in the economy is also expected to drop 

marginally between 200-300 basis points from the current average of 

18%, thus lowering the spread between the lending and deposit rates 

in the economy.  

 The liquidity status granted state government bonds and the tax 

exempt approved for corporate bonds should create activities in this 

segment of the financial market. We also expect that new issues will 

carry lower coupon as the effective yield has been enhanced by the 

tax exempt policy. 

 We expect the prices of some of the FGN Bond currently trading at 

huge premium to drop in anticipation of alternative investment 

instruments and rise in interbank rates.  

Equities Market 
The equities market in Q1, 2010 showed strong growth as it attracted 

funds from both local and foreign investors looking for attractive returns on 

their investment. As observed, a number of the highly capitalized stocks 

across the sectors on the Nigerian Stock Exchange (NSE) which were 

trading at their support prices attracted investors, which caused a rally in 

share prices. 

 As all banks operating in Nigeria now have the same financial year 

end ï December along with some other highly capitalized companies, 

we expect the highest quarterly appreciation in the NSE ASI to occur 

in Q1 as investors will be taking positions ahead of expected 

corporate benefits. Following this situation, we do not expect a repeat 

of an appreciation of 24.67% in any of the remaining 3 quarters in 

2010.  

 

 Factors that will drive the performance of the equities market in Q2, 

2010 are: the release of quarterly results of quoted companies; and 

the recovery in bankôs earning after the huge provisioning last year. 

However, we cannot totally rule out the possibility of profit taking 

activities in the market. Given these scenarios, we expect a marginal 

appreciation in the range of 5.00% - 7.50% in Q2, 2010.  

 

Revised Forecast for 2010 

Global GDP Growth Rate (%) 4.25 

Nigerian GDP Growth Rate (%) 7.00-8.00 

Crude Oil Price (US$/b) 65 - 85 

Inflation Rate (%) 12.50 - 14.50 

Exchange Rate (NGN/US$1) 140 - 145 

External Reserves US$õbn 45 

External Debt US$õmn 4,420 

Domestic Debt Nõbn 4,250 

MPR (Effective Lending Rate) % 6.00 

NSE ASI Q2 2010 (%) 5.00 ð 7.50 



 

7 
FSDH Research  
 

 

Sources: NBS, CBN, NSE, NPC, DMO, MMAN, Budget Office, National Population Commission, FSDH Research Estimate; # Q3 2009; *Provisional Data; V July, 2009; d Dec 2009. 

   

KEY INDICATORS IN NIGERIA Q1  2010 2009 2008 2007 2006 

GDP (Nõtrn) (at 1990 Current Prices) 6.68 # 6.68 # 24.30 22.91 18.56 

Real GDP Growth Rate (%) 
6.90 d 6.90 d 5.98 6.45 5.63 

Oil Sector GDP Growth Rate (%) (1.23) d (1.23) d (4.5) (5.1) (4.51) 

Non-Oil Sector GDP Growth Rate (%) 
8.61 d 8.61 d 9.5 9.8 8.59 

Inflation Rate (Year-on-Year) % 11.80 12.00 15.1 6.6 8.50 

Inflation Rate (12 Months Average) % 
11.90 12.40 11.90 5.4 8.20 

External Debt Stock (US$õbn) 
3.95 d 3.95 3.72 3.397 3.54 

Interest Paid on External Debt (US$õ mn)  
89.15 d 89.15 d 76.60 66.00 122.11 

Domestic Debt Stock (Nõtri) 
3.23 d 3.23 2.32 2.17 1.75 

Interest Paid on Domestic Debt (Nõbn) 
271.35 d 271.35 306.20* 185.37 166.84 

External Reserves (US$õbn) 
40.68 42.41 52.82 52.00 45.01 

Credit to the Private Sector(Nõbn) 
9,026.1 V 9,026.1 V 7,400 4,600 2,490.38 

Net Domestic Credit(Nõbn) 
5,938.1 V 5,938.1 V 5,391.8 2,212.67 753.81 

Total Population (mn) 
150.00* 150.00* 149.00 144.00 140.00 

Unemployment Rate (%) 
11.80̂ 11.80̂ 11.80 5.80 5.30 

 Banks Total Assets(Nõbn) 
15,851 V 15,851 V 17,031 10,431 6,738 

Banks Non-Performing Loan (%) 
19.50* 19.50* 6.53 8.44 8.76 

Total Banks Deposits (Nõ bn) 
5,318.3 V 5,318.3 V 5,475 5,358 3,441 

Exchange Rate (N/US$1), Official 
148.30 148.10 131.25 116.80 127.00 

Appreciation (Depreciation), N/US$, (%) 
(0.14) (12.84) (12.37) 8.03 1.57 

Exchange Rate (N/US$1), Parallel 
151.60 151.00 137.80 120.00 129.00 

Time Deposit (Over 12months) %  
11.01 11.69 11.78 9.47 8.28 

Prime Lending Rate (%) 
18.42 18.67 16.01 16.94 16.92 

Monetary Policy Rate  (MPR) (% ) 
6.00 6.00 9.75 9.50 10.00 

NSE All Share Index Growth Rate (%) NGN 
24.67 (33.78) (45.77) 74.73 37.80 

NSE All Share Index Growth Rate (%) US$ 
24.54 (46.62) (58.14) 82.76 39.35 

91-day T-Bill Rate (%) 
2.58 3.66 5.00 8.50 7.25 

182-day T-Bill Rate (%) 
3.64 4.75 5.20 8.75 9.99 

365-day T-Bill Rate (%) 
3.93 9.19 7.65 7.93 9.23 
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1.1 The World Economy 

The International Monetary Fund (IMF) reiterated that the global economic recovery is 

proceeding better than expected but at varying speeds; slowly in many advanced 

countries and solidly in most emerging economies and developing economies. Noting 

the improvements in economic activities across the globe, the IMF revised its global 

output growth rate in 2010 to 4.25%, following a contraction of 0.5% in 2009. The 

new forecast is an upward revision from the earlier forecast of 3.9% released in the 

WEO January, 2010 Edition. The report posited that economies that are off to a 

strong start are likely to remain in the lead, as growth in others is held back by lasting 

damage to financial sectors and household balance sheets.  It also identified the role 

of policy support by various governments in jump-starting the recovery. Among 

advanced countries, the United States (US) is off to a better start than Europe and 

Japan. Among emerging and developing economies, emerging Asia is in the lead. 

Growth is also taking root in key Latin American and other emerging and developing 

countries but continues to lag in many Emerging European and various 

Commonwealth of Independent States (CIS) countries. IMF notes that Sub-Saharan 

Africa is weathering the global crisis well, and its recovery is expected to be stronger 

than past global downturns.  

According to IMF, output in the advanced economies is now expected to expand by 

2.25% in 2010 and by 2.5% in 2011, following a decline of more than 3% in 2009. 

Growth in emerging and developing economies is forecasted to be over 6.25% during 

2010-2011, following a modest 2.25% in 2009. The report stated that given the large 

amount of public debt that has been accumulated during the recession in many 

advanced economies, exit policies need to emphasize fiscal consolidation and 

financial sector repair. This will allow monetary policy to remain accommodative 

without leading to inflationary pressure or financial sector instabilities. In emerging 

and developing countries, priorities depend on room available for fiscal policy 

maneuvers and on current account positions. Spillovers related to fiscal policies are 

particularly relevant for the major advanced economies; as large deficits and the lack 

of well specified medium-term fiscal consolidation strategies in these economies 

could aversely affect funding costs of other advanced or emerging economies. While 

recognizing the role of fiscal policy in averting the crisis, at the same time, the slump 

in activity and, to a much lesser extent, stimulus measures pushed fiscal deficits in 

Noting the improvements in economic 
activities across the globe, the IMF 
revised its global output growth rate 
for 2010 to 4.25%.   

 

Sub-Saharan Africa is weathering the 
global crisis well, and its recovery is 
expected to be stronger than past 

global downturns. 



 

9 
FSDH Research  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

advanced economies to about 9% of GDP. Debt-to-equity ratio in these economies is 

expected to exceed 100% of GDP in 2014 based on current policies, 35% of GDP 

higher than before the crisis. The fiscal challenges are different in a number of 

emerging economies, with some important exceptions, as a group, these economies 

are at about 30-40% of GDP and, given their high growth, are expected to soon be 

back on a declining path. Also, in emerging economies with excessive surpluses, IMF 

advised that monetary tightening should be supported with nominal effective 

exchange rate appreciation as excess demand pressures build, including in response 

to continued fiscal support to facilitate demand rebalancing or capital inflows. In 

others, monetary tightening may be complicated: it could attract more capital inflows, 

leading to exchange rate appreciation, and thereby undermine competitiveness. If 

exchange rate overshooting becomes a concern, countries should consider fiscal 

tightening to ease pressure on interest rates; some build up of reserves; and possibly 

stricter controls on capital inflows or looser control on outflows.  

The report also stated that high unemployment poses major social problems. In 

advanced economies, unemployment is projected to stay close to 9% through 2011 

and then decline slowly. It noted that unemployment responses have been markedly 

different across advanced economies because of differences in output declines, 

labour market institutions, and factors such as financial stress and house price busts. 

Moreover, in many countries, problems are larger than the headline unemployment 

rate suggest because many individuals are underemployed or have dropped out of 

the labour force. In this setting, a major concern is the potential for temporary 

joblessness to turn into long-term unemployment and to lower potential output 

growth. The report posited that, to limit damage to the labour market, macroeconomic 

policies need to be appropriately supportive of the recovery where possible and at the 

same time, policies need to foster wage flexibility and provide adequate support for 

the jobless. 

In another development, the Update of the IMF Global Financial Stability Report 

(GFSR), April, 2010 Edition stated that risks to global financial stability have eased as 

the global economic recovery has gained steam, but warned about concerns in 

advanced economies sovereign risks, which could undermine stability gains and 

 

In advanced economies, unemployment 
is projected to stay close to 9% through 

2011 and then decline slowly. 

Sustaining the recent pick up in the world 
economy should be the primary focus of 
policy makers around the world in order to 
protect the hard-won macroeconomic 

gains in developing countries. 
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prolong the collapse of credit. It added that without fully restoring the health of 

financial and household balance sheets, a worsening of public debt sustainability 

could be transmitted back to banking systems or across borders. Banking system 

health is generally improving alongside the economic recovery, continued 

deleveraging, and normalizing markets. The IMF estimates of banks write-downs 

since the start of the crisis have been reduced to US$2.3trn from US$2.8trn in the 

October 2009 GFSR. It added that, recovery of private sector credit is likely to be 

subdued as credit demand is weak and supply is constrained. 

 FSDH Research reiterates that sustaining the recent pick up in the world economy 

should be the primary focus of policy makers around the world in order to protect the 

hard-won macroeconomic gains in developing countries. 

Source: World Economic Outlook (WEO), April 2010 Update 

1.2 Gross Domestic Product (GDP) 

Available data released by the National Bureau of Statistics (NBS) shows that the 

Nigerian economy when measured by the Real Gross Domestic Product (GDP) grew by 

6.90% in 2009 as against 5.98% recorded in 2008. Meanwhile, the target growth rate for 

the year 2009 as contained in the 2009 Federal Government budget was 7.5%. The 

growth in the economy was driven largely by non-oil sector. Non-oil GDP grew by 8.61% 

in 2009, while oil GDP recorded a decline rate of 1.23%. However, recovery in the oil 

sector which started in Q2 2009, following the Amnesty deal of the Federal Government 

helped to moderate the decline rate recorded in the oil GDP. We are of the opinion that oil 

GDP will contribute positively to the growth in GDP in 2010 following the  

 

Table 1: World Trade Growth (Actual Vs Forecast )% 

 2008 2009 2010 2011 

World  Trade Volume 2.8 (12.3) 5.8 6.3 

Imports 

Advanced Economies 0.5 (12.2) 5.5 5.5 

Emerging  & 
Developing Economies 

8.9 (13.5) 6.5 7.7 

Exports 

Advanced Economies 1.8 (12.1) 5.9 5.6 

Emerging & 
Developing Economies 

4.4 (11.7) 5.4 7.8 

Table 2: Regional GDP Growth (Actual Vs Forecast)% 

 2008 2009 2010 2011 

World  3.0 (0.8) 3.9 4.3 

USA 0.4 (2.5) 2.7 2.4 

Japan (1.2) (5.3) 1.7 2.2 

Euro-zone 0.6 (3.9) 1.0 1.6 

Emerging & Developing 
Economies 

6.1 2.1 6.0 6.3 

China 9.6 8.7 10.0 9.7 

India 7.3 5.6 7.7 7.8 

Africa 5.2 1.9 4.3 5.3 

Real Gross Domestic Product (GDP) 
grew by 6.90% in 2009 as against 
5.98% recorded in 2008. The growth 
in the economy was driven largely by 

non-oil sector. 
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increase in oil productivity as a result of peace in Niger Delta region and the recent 

signing into law of the Local Content Bill in the upstream sector of Oil & Gas industry. 

 

A cursory look at the sectoral growth rate shows that the telecommunication & post sector 

maintained the lead in terms of growth rate at 34.19% in 2009 followed by Hotel & 

Restaurants, Building & Construction, Solid Minerals and Real Estate which grew by 

12.94%, 12.56%, 12.53% and 11.61% respectively. Agriculture, the largest sector in the 

Nigerian economy, grew by 6.21% in 2009, while Wholesale & Retail Trade the second 

largest share, grew by 18.16%.  

 

Looking at the quarterly growth rate, the economy recorded its highest growth rate in Q4, 

while it recorded the lowest growth rate of 4.5% in Q1. 

We commend the impressive growth rate of the Nigerian economy, more so that the real 

growth rate is higher than the population growth rate of about 2.2% in Nigeria. We 

however reiterate that the Nigerian economy has the capacity to grow in double digit if the  
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The sectoral growth rate shows that 
the Telecommunication & Post 
maintained the lead in terms of 
growth rate at 34.19% in 2009 

The growth rate in the Nigerian 
economy is higher than population 

growth rate of about 2.2% 
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power (electricity) problem that currently plague the country can be resolved. In solving 

the problem in this important sector of the economy, we maintain our recommendation 

that the Power Holding Company of Nigeria Plc (PHCN) be completely privatized. Also we 

observe that the growth in the Nigerian economy has not translated to improved social 

welfare for the people. We attribute this to high income inequalities in the country. Nigeria 

policy makers should ensure a more equitable distribution of national income. 

 

Comparing quarter on quarter, real GDP grew by 4.5%, 7.22%, 7.07%, and 8.23% in Q1 

2009, Q2 2009, Q3 2009 and Q4 2009, respectively.  

 

The NBS data shows that output in the Nigerian economy are dominated by non-oil 

sector, with annual contribution of 83.97% and 16.03% oil. On the basis of this structure, 

FSDH Research argues for urgent development of the non-oil sector of the Nigerian 

economy to enable it benefit from the expected global trade rebound in 2010. We 

identified the development of relevant transportation network and electricity as necessary 

conditions that will ensure that Nigerian goods are competitive globally. 
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The growth in the Nigerian economy 
has not translated to improved social 
welfare for the people. 

We identified the development of 
relevant transportation network and 
electricity as necessary conditions 
that will ensure that Nigerian goods 

are competitive globally. 
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Looking at the percentage distribution of real GDP at 1990 constant basic prices by 

activity sector in 2009, Agriculture contributed the highest with 41.85%. This was followed  

by Wholesale & Retail Trade with 18.16% and Crude Petroleum & Natural Gas 16.03% 

respectively.  

The major agricultural activities in 2009, like other years, are harvesting activities for the 

farming season in the Northern part of Nigeria and late season crops harvesting in the 

South West.  
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The major agricultural activities in 
2009, were harvesting activities for 
the farming season in the Northern 
part of Nigeria and late season crops 
harvesting in the South West.  
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FSDH Research maintains that the current slow down in credit creation by the financial 

institutions in the country as a result of the huge provisioning arising from bad loans, is 

capable of slowing down economic activities in the country. The CBN should continue to 

work out modalities to encourage banks to resume lending to the real sector of the 

economy. 

 

According to the NBS, the structure of the Nigerian economy as at December 2009 in 

terms of sectoral contribution to the GDP are: Agriculture:41.85%; Crude Petroleum & 

Natural Gas:16.03%; Telecommunication & Post Services:3.66%;  Finance & 

Insurance:3.71%; Manufacturing:4.20%; Wholesale and Retail Trade:18.16% and 

Others:12.39%. 

 
 

1.3 Telecommunications Industry 
The Nigerian Telecommunication sector has recorded new entrants and aggressive 

competition since its deregulation in 2002, leading to consumers becoming increasingly 

discerning as a result of a dynamic, vigilant and responsible regulatory body which 

presently characterizes the Nigerian telecommunications environment, where virtually 

every type of usage and coverage of telecommunications service now available in one 

form or the other, by several operators and service providers. There are evidences of 

rapid growth in the demand for telecommunications services nationwide. The sector has 

recorded increased level of private sector participation; increased range of quality 

services available to users; effective reduction of costs of acquiring and using the 

services; increasing level playing field to service providers via the removal of bottlenecks  

 

41.85

16.03

4.2

3.66

3.71
18.16

12.39

Sectoral Contribution to GDP at Constant Basic Prices (1990) (%) 2009

Agriculture Crude Petroleum & Natural Gas Manufacturing
Telecommunication & Post Finance & Insurance Wholesale & Retail Trade
Others

The current slow down in credit 
creation by the financial institutions in 
the country is capable of slowing 
down economic activities. 
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hitherto created by the monopoly operator and creation of direct and indirect employment 

opportunities for skilled, semi-skilled and unskilled labour.  

According to the Nigerian Communications Commission (NCC), the installed capacity in 

the industry as at February, 2010 stood at 148.835mn lines, an increase of 32.02% over 

112.733mn lines as at December 31, 2009. The installed capacity is made up of Mobile 

GSM, Mobile CDMA and Fixed Wired/Wireless in the proportion of 83.40%, 10.26% and 

6.34%, respectively. There were 77.08mn active telephone lines, representing 51.79% of 

the installed capacity, while there were 71.75mn unused capacity, representing 48.21% of 

the installed capacity as at February, 2010. The active lines were made up of mobile 

(GSM): 67.85mn representing 88.03%; mobile (CDMA): 7.79mn representing 10.11%; 

and fixed wireless 1.43mn representing 1.86%. A further analysis of the active lines in 

relation to the installed capacity shows that 54.66% of the GSM installed capacity is 

active, 51.04% of CDMA installed capacity is active while 15.19% of the fixed 

wired/wireless installed capacity is active. 

 

The market share of the GSM operators in Nigeria as at September 2009 are:  MTN 

Nigeria Communications Limited: 46.36%; Globacom Limited: 26.18%; Zain Limited 

(formerly CELTEL): 24.09%; EMTS Limited trading as Etisalat: 2.96%; and M-Tel Limited: 

0.41%. The market share of the CDMA Mobile operators as at September 2009 are: 

Visafone Limited: 36.23%; Multilinks-Telcom: 26.03%; Starcomms Limited: 21.84% and 

Reliance Telecoms (Reltel):15.90%.  

 

 

36.23

26.03

21.84

15.9

Market Share of CDMA Mobile Operators in Nigeria 
as at Sept. 30 2009 (%)

Visafone Multilinks Starcomms Reltel

The installed capacity in the industry as 
at February, 2010 stood at 148.835mn 
lines, an increase of 32.02% over 
112.733mn lines as at December 31, 
2009. 

46.36
26.18

24.09

2.96

0.41

Market Share of GSM Operators in Nigeria as at 
Sept. 30 2009

MTN GLOBACOM ZAIN ETISALAT M-TEL
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Meanwhile, the market share 

of the first seven fixed 

wired/wireless operators as at 

September, 2009 are: 

Starcomms Limited: 69.85%; 

Reliance Telecoms (Reltel): 

9.19%; NITEL: 4.37%; 

Multilink-Telcom: 3.52%; 

OôNet (Odua Telecom): 

2.63%; 21st Century: 2.34%% 

and Intercellular: 2.04%, while other operators accounted for 6.05% of the market share. 

 

A review of the telecommunication market as at September, 2009 shows that MTN 

Nigeria Communications Limited, had the highest subscribers amongst the GSM 

operators, Visafone had the highest subscribers amongst the CDMA Mobile operators; 

while Starcomms had the highest subscribers amongst the Fixed Wired/ Wireless 

operators.  

 

Teledensity which measures the proportion of telephone lines in relation to the population 

in the country, stood at 55.06% at February 2010, up from 53.23% as at December, 2009. 

The graph below shows the teledensity and was calculated based on a population 

estimate of 126million people up till December 2005; from December 2006, teledensity 

was based on a population estimate of 140million. Teledensity up to 2006 was based on 

number of connected lines, while teledensity from December 2007 was based on active 

subscribers. 
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1.4 Crude Oil  

The Monthly Oil Market Report of the Organization of the Petroleum Exporting Countries 

(OPEC), April 2010 Edition, reported that a steady stream of positive macroeconomic 

indicators have lifted sentiments about world economic prospects, adding that  

manufacturing continues to pick up in the US. Services have also been improving 

gradually with similar trends seen throughout other developed world. OPEC notes that 

within the Organization for Economic Cooperation & Development (OECD), positive 

signals include the employment situation in the US in March, as payrolls rose, especially  

in the private sector. Other positive sign is the improved consumer sentiment, which has 

been reflected in retail sales. Also, the Bank of Japan is becoming optimistic about the 

recovery of the Japanese economy on signs that exports are replacing stimulus measures 

as the main driver of growth. OPEC added that most of the activity is in China, which 

account for one third of global growth in 2010, mainly due to massive fiscal stimulus 

package spread over two years.  

 

The report notes that OPEC Reference Basket (ORB) rose by US$4.22/b to average 

US$77.21/b in March, 

the highest since the 

onset of the financial 

crisis in September 

2008. OPEC stated 

that volatility was 

lower with the basket 

fluctuating between 

US$75.51/b and 

US$78.70/b. The rise 

in the OPEC Reference Basket was driven by the bullish sentiments in the market, 

supported by improving expectations about global economic growth and US Dollar 

weakness against the Euro as concerns over Greeceôs fiscal problems temporarily eased. 

Oil Futures hit an 18-month high on April 6, 2010 with Nymex World Texas Intermediate 

(WTI), also known as Texas Light Sweet, front-month settling at US$86.89/b, as 

speculators pushed net long positions on the Nymex to a new record high. WTI is a type 

of crude oil used as a benchmark on oil pricing in oil future contracts. The minimum, 

average and maximum crude oil prices in Q1 are: US$68.86/b, US$75.49/b and  

30

50

70

90
One Year Daily Oil Basket Price Movement

Steady stream of positive 
macroeconomic indicators 
have lifted sentiments about 

world economic prospects. 

Oil Futures hit an 18-month high on 
April 6, 2010 with Nymex World 
Texas Intermediate (WTI), front-
month settling at US$86.89/b. 
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US$80.29/b respectively. However, prices have eased in recent days and the ORB stood 

at US$82.13/B on April 28, 2010. FSDH Research earlier reported that the optimistic price 

of oil in 2010 is projected at US$85/b while the pessimistic price of oil is projected around 

US$65/b.  

 

OPEC posited that the world economy continues to improve and projected a growth of 

3.5% in 2010, an upward revision from 3.4%. In the OECD growth is forecast at 1.9% in 

2010, compared to the previous forecast of 1.7%. The US is expected to contribute the 

highest within the OECD with growth of 2.6%. Japan is forecast to grow by 1.5% and the 

Euro-zone by 0.7%. China and India are forecast to contribute significantly to global 

growth expanding at 9.5% and 7.15%, respectively. The report indicated that the 

downside to the projected growth include concerns about the level of public debt in many 

OECD countries, continued high unemployment levels and the risk of a correction in 

China if government efforts to avoid overheating misfires. Also, the Chairman of the 

Federal Reserve, Ben Bernanke, while testifying before the US Congress recently 

reaffirmed his confidence that the US unfolding economic recovery will have staying 

power, but it will not be strong enough to bring quick relief to high unemployment.  

 

OPECôs review of the world oil demand shows that, world oil demand contracted by 

1.4mb/d in 2009, broadly unchanged from the previous report. In 2010, global 

consumption is projected to increase by 0.9mb/d, in line with the previous forecast. 

Economic activities in the US are majorly responsible for the demand growth; and all the 

expected growth in oil demand in 2010 is projected to come from the OECD region led by 

Asia. The report added that overall, most growth will come from transport and 

petrochemical sectors worldwide. Meanwhile, non-OPEC oil supply is projected to grow 

by 0.5mb/d over 2009 to average 51.5mb/d in 2010, an upward revision of 0.1mb/d from 

the previous month. 

 

1.5 External Reserves   

According to the CBN, Nigeriaôs external reserves position as at March 31, 2010 stood at 

US$40.68bn, representing a marginal drop of 4.08%, compared to US$42.41bn as at 

December 31, 2009. Notwithstanding the decline in the level of external reserves as at 

end-March 2009 the level of reserves is sufficient to finance 17 months of imports, far in 

excess of the internationally acceptable 3 months import-cover requirement. A strong  

FSDH Research earlier reported 
that the optimistic price of oil in 
2010 is US$85/b while the 
pessimistic price is around 
US$65/b. 

In 2010, global oil consumption is 
projected to increase by 0.9mb/d, in 
line with the previous forecast. 
Economic activities in the US are 
majorly responsible for the demand 

growth. 

The level of reserves is sufficient to 
finance 17 months of imports, far in 
excess of the internationally 
acceptable 3 months import-cover 
requirement. 
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reserve position enhances the monetary authorityôs ability to maintain exchange rate 

stability and protect the currency from speculative attack.  

We note that the decline in the external reserves in Q1 2010 did not reflect the 

appreciation in the price of oil and the improved oil output in Nigeria following the peace in 

the Niger Delta region. In our opinion, the government may be limiting the amount of 

foreign exchange earnings that is saved in foreign account in order to access additional 

fund for domestic spending and reduce external borrowing.  FSDH Research considers 

this as a good strategy as it will help to reduce external financing charges. 

 

1.6 External Debt 
Available information from the Debt Management Office (DMO) shows that the total 

Nigeriaôs external debt stock as at December 31, 2009 stood at US$3,947.30mn 

translating to 2.12% of the GDP. This represents an increase of 6.10% over 

US$3,720.36mn as at December 31, 2008. The current position is also higher than the 

position as at September 30, 2009 which stood at US$3,863.92mn. The breakdown of the 

debt showed that 88.78% was owed to Multilateral (which includes World Bank Group, 

International Fund for Agricultural Development (IFAD), African Development Bank Group, 

International Development Bank (IDB) and Economic Development Fund (EDF). The 

balance of 11.22% was owed to Non-Paris Group of creditors.  

 

Looking at the external debt by economic sector, Health & Social Welfare accounted for 

the largest share of US$730.15mn: representing 18.50% of the total. This is followed by 

Agriculture: US$558.82mn representing 14.16% of the total, Water Supply: US$466.19bn 

representing 11.81% and Energy (Electricity): US$410.35mn representing 10.40% of the  
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Government may be limiting the 
amount of foreign exchange earnings 
that is saved in foreign account in 
order to access additional fund for 
domestic spending and reduce 
external borrowing. 

Nigeriaôs external debt stock as 
at December, 2009 represents 
2.12% of GDP. 
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total. As at December 2009, the actual external debt service payments amounted to 

US$428.04mn.  

 

As at December 2009 the 

actual external debt service 

payments amounted to 

US$428.04mn. The 

breakdown of the payment 

are: Principal: US$311.92mn 

representing 72.87%; 

Interest/Service Fee: 

US$89.15mn representing 

20.83%; Deferred Principal: 

US$5.34mn representing 1.25%; Deferred Interest US$1.95mn representing 0.46%; 

Penalty (Late) Interest US$0.01mn representing 0.002%; Commitment Charges: 

US$1.43mn representing 0.33% and Other Charges: US$21.10mn representing 4.93%, 

while Nigeria received a waiver of US$2.87mn.  
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Looking at the external debt by 

economic sector, Health & Social 

Welfare accounted for the largest 

share of US$730.15mn: representing 

18.50% of the total. 
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1.7 Domestic Debt 

As at December 2009, DMO put the countryôs domestic debt stock at N3,228.03bn, up 

39.14% from N2,320bn as at December 31, 2008 and up from N3,058.19bn as at 

September 2009. The domestic debt stock as at December, 2009 represents about 

11.76% of the GDP. The breakdown of the total debt stock shows that the FGN Bonds 

accounted for N1,974.93bn representing 61.18%; Nigerian Treasury Bills (NTBs) 

accounted for N797.48bn, representing 24.70%, Treasury Bonds(TBs) accounted for 

N392.07bn, representing 12.15%; Promissory Note (PN) which was introduced in 

September 2009 accounted for N63.03bn, representing 1.95% while Development Stocks 

(DSs) accounted for N0.52bn, representing 0.02%.  

 

Analysis of the domestic debt by holder type showed that Central Bank of Nigeria (CBN) 

held N323.18bn representing 10.01%, Banks & Discount Houses N1,274.58bn 

representing 39.48%, Non-Bank: N1,345.55bn representing 41.68% and Sinking Fund 

N284.72bn representing 8.82%. The relative increase in the domestic debt held by the 

non-bank public buttresses the flight to safety that characterized investors risk perception 

during the stock market  

Table 3: External Debt Oustanding by Economic Sector (December 31, 2009) US$mn 

Economic Sector Amount 
Outstanding 

% of Total  Economic Sector Amount Outstanding % of 
Total 

Agriculture 558.82 14.16 Irrigation & Related 
Act 

58.43 01.48 

Air Transport 9.75 0.25 Manufacturing-
Exclusive Textile 

6.85 0.17 

Education & 
Training 

379.96 09.63 Monetary Policy 62.95 01.59 

Energy - Electricity 410.35 10.40 Multisector 42.79 01.08 

Energy  - Gas 15.91 0.40 Other 105.89 02.68 

Environment 190.34 04.82 Rail Transport 1.72 0.04 

General 151.18 03.83 Road Transport 201.46 05.10 

Ground Transport 71.91 01.82 Rural Development 62.40 01.58 

Health & Social 
Welfare 

730.15 18.50 Scietific & Tech Equip. 206.41 05.23 

Housing & Urban 
Development 

85.60 02.17 Telecommunications 93.59 02.37 

Industrial 
Development 

15.39 0.39 Water Supply 466.19 11.81 

Investment 19.26 0.49 TOTAL 3,947.30 100.00 

The domestic debt stock as at 
December, 2009 represents about 

11.76% of the GDP. 
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crash as investors sought safety of their investment by accepting low returns offered by 

government securities. 

FSDH Research earlier observed that the proportion of the FGN Bond in total domestic 

bonds in 2009 dropped compared to the 2008 relative value, while the proportion of NTBs 

in 2009 increased than the relative value in 2008. FSDH Research maintains that this 

development is a deliberate action by the DMO on behalf of the FGN to reduce its interest 

burden as it was more expensive to service FGN Bonds than NTBs in 2009. However, this 

trend may change very soon as the DMO may desire to take advantage of the current low 

interest rate to lock into long-term borrowing ahead of rising interest rates in the economy.  

 

As at December 2009, the domestic debt service payments including refinancing were 

N478.71bn. Of the N478.71bn paid in the period under review, N207.36bn representing 

43.32% of the amount paid represents the principal, while N271.35bn representing 

56.68% of the total is the total interest within the period. The total public debt stock in the 

country (addition of external and domestic debts) as at December, 2009 represents about 

13.88% of the GDP as against the applicable critical limit of 40% for countries in Nigeriaôs 

economic peer group. This means that Nigeriaôs debt portfolio has a wide sustainability 

space.  

 

 
 
 
 
 
 
 

10.01%

39.48%41.68%

8.82%

Domestic Debts Outstanding by Holder Type as at Dec, 2009

CBN Banks & Discount HousesNon-Bank Public Sinking Fund

61.18%

24.70% 12.15% 0.02%

1.95%

Domestic Debt Outstandinding by Instrument Type as at Dec, 2009

FGN Bond TBs Treasury Bonds Development Stock Promissory Notes

Nigeriaôs public debt as at December 
2009 was about 13.88% of GDP as 

against 40% in peer countries. 
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1.8 Inflation Rate 
The Consumer Price Index (CPI) for the month of March, 2010, released by the National 

Bureau of Statistics (NBS), showed that inflation rate (year-on-year) in Nigeria dropped by 

50 basis points to 11.80% in the month of March 2010, compared to 12.30% in the 

preceding month. The latest inflation figure represents the lowest rate since November 

2009. According to NBS, the Composite Consumer Price Index (CCPI) stood at 219.40 

points in the month of March 2010. The percentage change in the average CPI for the 

twelve-month period ended March 2010 over the average of the CPI for the previous 

twelve-month period was 11.90%.This was slightly lower than what was recorded by 

making similar comparison in February, 2010. Core Inflation (that is all items less farm 

produce and energy) stood at 9.21% year-on-year, down from 10.71% recorded in 

February 2010. The Urban All Items monthly Index rose by 0.4%, while the corresponding 

rural index increased marginally by 0.1% in March 2010, compared with the preceding 

month. The year-on-year average CPI as at March 2010 for Urban and Rural Indices rose 

by 7.7% and 13.8%, respectively.  

At 222.5 points, the Composite Food Index rose by 0.41% in March 2010, compared with 

221.6 points in the month of February 2010. The level of the Composite Food Index was 

higher than the corresponding period a year ago by 13.5%. The average annual rate of 

rise in the index was 13.7% for the 12 month period ending March 2010. The rise in the 

Index was caused by increase in the prices of some food items like yam, meat, seafood, 

fruits, fresh tomatoes and vegetables. All items less farm produce index, which excludes 

the prices of volatile agricultural produce, fell by 0.2% in March 2010 due to decrease in 

the prices of cooking gas, liquid and solid fuels. In the twelve month to March 2010, the 

index rose by 9.5%, while the average annual rate of growth of the index was 9.3% for the 

12-month period ended March 2010.   
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Core Inflation (that is all items less 
farm produce and energy) stood at 
9.21% year-on-year, down from 

10.71% recorded in February 2010. 

Inflation rate at 11.8% represents the 
lowest inflation rate since November 

2009. 
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Meanwhile, in a paper titled óState of the Economy and Update on the Monetary Policy 

Committee (MPC) Meeting of March 1-2, 2010,ô the Deputy Governor, Economic Policy, 

Central Bank of Nigeria (CBN), projected that headline inflation rate (Y-o-Y) will remain at 

12.3% till May 2010, but drop to 8.5% in July 2010. In contrast to this projection, FSDH 

Research had earlier asserted in ñEconomic and Financial Market: Review and Outlook 

for Year 2010ò that the outlook of inflation rate in Nigeria in 2010 will be influenced by the 

expected fiscal expansion, quantitative easing strategy of the CBN to boost outputs & 

ensure credit creation in the financial system, supply bottleneck inherent in the economy 

as a result of the infrastructure deficits and expected rise in commodities prices; and thus 

released an inflation rate forecast of between 12.5% and 14.5% to end the year 2010.  

 

2.0 Financial Market 

 2.1 Bond Market 

The huge liquidity in the financial market and investorsô desire to continue to trade returns 

for safety led to the increased subscription on FGN Bonds in Q1 2010 despite the low 

coupons that the bonds carried. Subscription on FGN Bonds in Q1 2010 stood at 

N569.51bn, compared to N280.56bn as at Q4 2009 and also higher than N277.51bn in 

Q1 2009. FSDH Research had reported earlier that the huge subscription recorded in the 

Bonds was on account of flight to safety by investors trading returns for safety. 

Consequently, the prices of Bonds at the secondary market maintained an upward trend 

most of the time, trading at premium to its par value and resulting in low yields. 

 

As at the end of Q1 2010, the DMO, on behalf of the Federal Government of Nigeria 

(FGN), offered a total of N220bn worth of FGN Bonds, 46.67% higher than the N150bn 

offered in Q1 2009. The total subscription in Q1 2010 was N569.51bn, up by 105.22% 

from N277.51bn subscribed in Q1 2009. The subscription level in Q1 2010 at 258.87% 

was 73.86% higher than the subscription level of 185.01% recorded in Q1 2009.The total 

amount of FGN Bond sold in Q1 2010 was N238.50bn, up by 59% from N150bn sold in 

Q1 2009. The efforts of the DMO to alter the ownership structure of FGN Bond more in 

favour of non-bank public investors is producing good results. The current low deposit rate 

offered by banks in Nigeria has added a boost to this initiative. The DMO is working to 

renew the interest of retail investors in FGN Bonds, as the current shareholding is  

 

 

Outlook of inflation rate in 2010 will be 
influenced by fiscal expansion and 
quantitative easing strategy of CBN 

among other things. 
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skewed in favour of institutional investors. Also, the various regulatory bodies in the 

financial market are working to encourage the development of the corporate bond market 

as an alternative source of funding to equities and bank loans. FSDH Research maintains 

that the action of Federal Government through the CBN to help the develop of the 

corporate bond market by making investment income derived from the instrument tax free 

in order to encourage issuance of bonds at competitive coupon rates is a step in the right 

direction. Recently, the CBN granted liquidity status to the state government bonds in 

order to make the instruments more marketable. 

 

The DMO offered 3-year, 10-year and 20-year FGN Bonds during the period under 

review, however in the corresponding period of 2009 it offered the 3-year, 5-year and 20-

year FGN Bonds. Most of the bonds offered in Q1, 2010 were re-openings, except at the 

3-year FGN Bond which was a new issue in February 2010.  

 

Comparing tenor to tenor, the 3-year FGN Bonds issued in Q1 2010 received a lower  

average coupon than the 3-year bonds issued in Q1 2009. The 3-year FGN Bonds offered 

in January 2010 was a re-opening, and it carried a coupon rate of 10.50%, while there 

was a new issue in February and it carried a lower coupon rate of 5.50% up till March 

2010. The highest coupon rate on 3-year FGN Bonds issued in Q1 2010 was 10.50% 

while the lowest was 5.50%. A total of N78.50bn worth of 3-year FGN Bond was sold in 

Q1 2010, higher by 30.83% from N60bn sold in Q1 2009. The Bond received higher 

subscription of 334.33%, up from 164.60% in Q1 2009. 

 

All the 10-year FGN Bonds issued in Q1 2010 were re-openings and it carried a coupon of 

7%. A total of N70bn worth of 10-year FGN Bond was offered and sold, while subscription 

stood at N157.50bn, 225% of the total offered. There was no 10-year FGN Bond auction 

in Q1 2009, it was only re-introduced in October 2009. 

 

Comparing tenor to tenor, the 20-year FGN Bond issued in Q1 2010 received a lower 

average coupon than the 20-year FGN Bond issued in Q1 2009. All the 20-year FGN 

Bonds offered in Q1 2010 were re-openings, and it carried a coupon rate of 8.50%, while 

the coupon on the 20-year FGN Bond offered and sold in Q1 2009 was 15%. A total of 

N90bn worth of FGN Bond was offered and sold in Q1 2010, higher by 200% from N30bn 

offered and sold in Q1 2009. 

Recently, the CBN granted liquidity 
status to the state government bonds. 
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The Bond received lower subscription of 234.90%, down from 337.20% in Q1 2009. 

 

The total FGN Bonds issued in Q1 2010 compared with Q1 2009 is presented on the 

Table 4 & 5 below.   

 

 

 

 

 

 

Table 4: Q1 2010 FGN  BONDS ISSUE 

Date Issued Tenor 
(Years) 

Amount 
Offered (Nõbn) 

Total 
Subscription 
(Nõbn) 

Subscription 
Level (%) 

Amount 
Allotted 
(Nõbn) 

Coupon Rate (%) 

20 January 2010 3 20.00 40.43 202.15 38.50 10.50 

20 January 2010 10 25.00 42.10 168.40 25.00 7.00 

28 January 2010 20 30.00 65.50 218.33 30.00 8.50 

17 February 2010 3 20.00 78.03 390.15 20.00 5.50 

17 February 2010 10 25.00 53.20 212.80 25.00 7.00 

17 February 2010 20 30.00 66.05 220.17 30.00 8.50 

17 March 2010 3 20.00 82.14 410.70 20.00 5.50 

17 March 2010 10 20.00 62.20 311.00 20.00 7.00 

17 March 2010 20 30.00 79.86 266.20 30.00 8.50 

TOTAL  220.00 569.51 258.87 238.50  

Table 5: Q1 2009 FGN BONDS ISSUE 

Date Issued Tenor 
(Years) 

Amount 
Offered 
(Nõbn) 

Total 
Subscription 
(Nõbn) 

Subscription 
Level (%) 

Amount Allotted 
(Nõbn) 

Coupon Rate 
(%) 

28 January 2009 3 20.00 36.57 182.85 20.00 9.92 

28 January 2009 5 20.00 26.58 132.90 20.00 10.50 

28 January 2009 20 10.00 49.55 495.50 10.00 15.00 

29 February 2009 3 20.00 35.49 177.45 20.00 9.92 

29 February 2009 5 20.00 27.37 136.85 20.00 10.50 

29 February 2009 20 10.00 25.21 252.10 10.00 15.00 

18 March 2009 3 20.00 26.70 133.50 20.00 9.92 

18 March 2009 5 20.00 23.64 118.20 20.00 10.50 

18 March 2009 20 10.00 26.40 264.00 10.00 15.00 

TOTAL  150.00 277.51 185.01 150.00  
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2.2 The Equities Market 

The positive impacts of the economic recovery both at the global and domestic levels were 

observed in the Nigerian Equities market in Q1, 2010 as major indicators in the equities 

market showed considerable improvements when compared with the closing figures of 

December 31, 2009.The appreciation in the Equities Market in Q1, 2010 can be attributed 

to the following factors: 

 The recovery in the macro economy both at the global and local level; 

 Improved corporate earnings and benefits released by quoted companies to the 

equities market; 

 Low deposit rates and yields on government securities, necessitating the 

reallocation of funds from the money market in favour of the equities market; 

 Low valuations of a number of stocks that have good fundamentals;  

 The effect of possible passage of Asset Management Corporation of Nigerian 

(AMCON) Bill into law; 

 Relative stability in the Nigerian polity.  

FSDH Research had also observed that the global economic and financial landscapes are 

improving at a fast pace after the unprecedented global financial and economic crisis and 

that the outlook for 2010 is good. In our ñEconomic & Financial Market: Review & Outlook 

2010ò we emphasized that the Nigerian economy, being part of the global economic  
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village should move in 

line with the rest of the 

world, adding that a 

quick resolution of the 

erstwhile political 

logjam in the country 

would help to clear 

uncertainties in the 

macroeconomic 

environment, which 

would enable economic 

agents to make informed investment decisions.  
 

The Nigeria Stock Exchange All Share Index (NSE ASI) closed Q1 2010 at 25,966.25 

points, up from 20,827.17 points at the end of 2009, representing an appreciation of 

24.67%, higher than the loss of 33.78% recorded in the corresponding period of 2009. In 

a similar development, the market capitalization recorded a gain of 25.88% in 2009 to 

close at N6,280.60bn (about US$42.35mn). This was against the loss of 28.29% 

recorded in the preceding year to close at N4,989.39bn. The equities investors gained 

about N1.29trn in value in Q1 2010. The difference in the rate of change between the 

NSE ASI and Market Capitalization during the quarter was due to supplementary listings. 

 

The performance of the NSE ASI over the comparable quarterly performance in the last 

five years showed that it recorded the highest performance of 30.93% in Q1 2007, 

followed by 24.67% recorded in Q1 2010 and Q1 2008 at 8.67%. NSE ASI recorded its 

highest value of 26,411.97 in the period under review on March 30, 2010 and its all time 

high of 66,371.20 points on March 05, 2008 in 2010 since the recession. 
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The NSE ASI appreciated by 24.67% 
in Q1 2010 against a loss of 33.78% 
recorded in Q1 2009. 
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In terms of trading activities for Q1 2010, a total of 26.38bn shares worth N188.506bn 

were  traded in 604,030 deals. This is against 19.16bn shares worth a total of N108.17trn 

traded in 419,539mn deals in Q1 2009. The average value of shares traded during the 

quarter under review was N3.04bn, while the average volume of shares was 425.62mn in 

an average of 9,742 deals.  

 

2.2.1   Sectoral Performance 

Looking at the sectoral performance of the FSDH Indices in Q1 2010, FSDH Banking 

Index recorded the highest appreciation of 29.42%, followed by the FSDH 

Manufacturing & Allied and Petroleum Marketing Indices, with an appreciations of 

27.08% and 16.30%, respectively. Both FSDH Banking and FSDH Manufacturing & Allied 

Indices performed better than NSE ASI in Q1 2010. 
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FSDH Banking and FSDH 
Manufacturing & Allied Indices 
performed better than NSE ASI 
in Q1 2010. 


