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EXECUTIVE SUMMARY  

World Economic Growth 

The current global economic meltdown which has its roots in the financial crisis 
that started in the United States of America (USA) may not improve if the 
financial crisis is not dealt with. The IMF revised downwards its earlier forecast 
for Global Economy in 2009, which is expected to contract by 0.5%. This 
represents a major downward revision from the November 2008 World 
Economic Outlook Update and a decline over the growth of 3.4% in 2008. 

Nigeria Retains BB- Sovereign Rating 

Fitch Ratings awarded a BB- Sovereign Rating to Nigeria, retaining the same 
rating as at 2006. The report which was released on May 28, 2008 stated that 
Nigeria obtained a sovereign rating of BB-, same as it was in the year 2006. 
Nigeriaôs strong financial ratios have continued to improve as a result of higher 
oil prices and prudent management of oil windfalls.  

GDP 

According to the Central Bank of Nigeria (CBN), Nigeriaôs Gross Domestic 

Product (GDP) grew in 2008 by 6.41% as against the growth rate of 6.45% in 

2007. Even though the performance of the economy in 2008 was good in the 

light of the global economic recession, it fell below the target of 9.8% for the 

year. According to the National Bureau of Statistics (NBS), the structure of the 

Nigerian economy as at December 2008 (provisional) in terms of  sectoral 

contribution to the GDP are: Agriculture: 42.07%; Manufacturing: 4.13%; 

Solid Minerals:0.31%; Telecomm/Postal Services:2.90%; Finance & 

Insurance:3.79%; Building & Construction:1.83%; Hotel and 

Restaurants:0.46%; Crude Petroleum & Natural Gas:17.54%; Wholesale 

and Retail Trade:17.33% and Others: 9.63%. 

Telecommunications Industry   

The deregulation of the telecommunications sector over the last few years has 
been largely positive, giving rise to increased level of private sector 
participation; increased range and quality of 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 hitherto created 
by the monopoly operator and creation of direct and indirect employment 
opportunities for skilled, semi-skilled and unskilled citizens. The market share of 
the GSM operators in Nigeria as at December 2008 are:  MTN Nigeria 
Communications Limited, 40.54%; Zain Limited (formerly CELTEL): 
30.20%; Globacom Limited: 28.11%; EMTS Limited, trading as Etisalat: 
0.70%; and M-Tel Limited:0.45%. 

Crude Oil Price 

The crude oil market experienced volatility in 2008 due to risks over possible 
future demand patterns, which were skewed towards the downside as a result 
of the global financial and economic crises, fuelling recession in most of the 
developed economies. The OPEC Reference Basket (ORB) price rose to 
US$140.73/b in early July and dipped to the lowest price of US$33.36/b on 
December 24, 2008. The average price for the ORB between 2002 and 2008 is 
US$54/b while the average in 2008 is US$94.48/b. OPEC responded to the 
declining oil prices by cutting  

 

 

 

production by 1.5 million barrels per day with effect from November 1, 2008 and 
announced a further cut of 2.2mb/d in its December 17, 2008 during its meeting 
in Oran, Algeria in order to show commitment to stabilizing the world oil market. 

External Reserves 

Available data from the Q4, 2008 Economic Report of the CBN put the gross 
external reserves figure at US$52.82bn representing a drop of 14.9% over 
US$62.08bn position as at Q3, 2008.The report did not comment on the 
number of months of imports the external reserves could accommodate. The 
gross external reserves stood at US$59.16bn in the second quarter of 2008, 
compared with US$59.76bn in the preceding quarter. The drop in the 
commodity prices especially oil, was responsible for the sharp drop in the 
external reserves. 

Unemployment Rate 

According to National Bureau of Statistics (NBS), unemployment rate in Nigeria 
as at March, 2008 was estimated at 11.80%. The report was the result of the 
biennial production of unemployment data reported by the NBS. Economic 
growth of a nation will continue to be hampered  a large proportion of  its 
working population continues to remain unemployed. The poor state of 
infrastructural facilities, especially power, continues to be the major reason for 
the high unemployment rate in Nigeria.  

Inflation Rate 

The Consumer Price Index (CPI) for the month of December 2008, released by 
the National Bureau of Statistics (NBS), showed that the inflation rate (year on 
year) in Nigeria increased to 15.10% from 14.83% recorded in the month of 
November, 2008 and up from 6.6% as at December, 2007. The increase in the 
index was caused mainly by the increase in the prices of some staple food 
items, transportation and miscellaneous services. Between June 2006 and May, 
2008, Nigeria celebrated a consistent single digit inflation rate.   

External Debt 

Available information from the Debt Management Office (DMO) shows that the 
total external debt stock as at December 31, 2008 stood at US$3,720.36mn. 
The breakdown of the debt showed that 85.28% was owed to Multilateral (which 
includes World Bank Group, International Fund for Agricultural Development 
(IFAD), African Development Bank Group and Economic Development Fund 
(EDF). The balance of 14.72% was owed to Non-Paris club. Looking at the 
external debt by economic sector, Health & Social Welfare accounted for the 
highest figure of US$590.84mn: representing 15.88% of the total. This is 
closely followed by Agriculture: US$533.24mn representing 14.33% of the total.  

Domestic Debt 

As at December 2008, DMO put the countryôs domestic debt stock at 
N2,320bn. The breakdown of the total debt stock shows that the FGN Bonds 
accounted for N1,445.56bn representing 62.30%, Nigerian Treasury Bills 
(NTBs) accounted for N471.929bn representing 20.34%, Treasury Bonds 
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accounted for N402.258bn representing 17.34% and Development Stocks 
accounted for N0.52bn representing 0.02%.  

Foreign Portfolio Investments (FPIs) 

Available data from the Nigerian Stock Exchange (NSE) indicates that despite 
the huge outflow from the stock market especially from panic sales, foreign 
investors continued to demonstrate confidence in the Nigerian economy during 
the year.  

FGN Bonds  

As at the end of year 2008, the DMO, on behalf of the Federal Government of 

Nigeria (FGN), offered a total of N515bn worth of FGN Bonds, down by 13.01% 

from a total of N592bn offered in 2007. The total subscription in 2008 was 

N855.14bn, down by 26.79% from N1,167.14bn subscribed in 2007. The 

subscription level in 2008 stood at 166.05%, which was 31.1% lower than the 

subscription level of 197.15% recorded in 2007. The total amount of FGN Bond 

sold and allotted in 2008 was N484.18bn a decrease of 16.52% over N592bn 

sold in the corresponding period of 2007. The highest coupon rate on 3-year 

FGN Bonds issued in 2008 was 11.40%. While the lowest coupon rate on 3-

year FGN Bonds issued in 2008 was 9%.  9.50%, was the highest coupon rate 

on the 5-year FGN Bond, this rate was higher than the highest coupon rate on 

the 5-year FGN Bond issued in 2007. The lowest coupon rate on 5-year FGN 

Bonds issued in 2008 was 9.45%. The highest coupon rate on 10-year FGN 

Bond issued in 2008 was 12.75%, as against the highest coupon rate of 

11.03% on 10-year FGN Bond in 2007, while it was 9.35% in 2007. The lowest 

coupon rate on 10-year FGN Bond issued in 2008 was 10.70%. 

Equities Market 

The equities segment of the Nigerian financial market had a tumultuous and 

unimpressive year in all its performance indicators in 2008. The equities market 

returned an appreciation in Q1, 2008, as it gained 8.89% to close at 63,016.56 

points. However, in Q2, 2008 the NSE All-Share Index (NSE-ASI) recorded 

negative return of 3.52% to close at 55,949 points. In Q3, 2008, the NSE ASI 

recorded a negative return of 17.40% to close at 46,216.13 points, while it 

closed at 31,450 points with a negative return of 31.95% in Q4, 2008. 

Cumulatively, the equities segment of the Nigeria financial market recorded a 

loss of 45.77% at the end of 2008. The NSE ASI recorded its highest and all 

time high of 66,371.20 points on March 05, 2008 after which the index trended 

downwards to end the year. 

Money Market 

In 2008, the MPC of the CBN reviewed the MPR upward twice in line with its 

monetary policy objective to reduce liquidity in the system which the CBN said 

was a threat to the sustenance of the single digit inflation rate. In addition, the 

CBN embarked on aggressive mop-up from the money market. The money 

market ended the year on a tight note, consequently, rates leaped to close the 

year. The current global economic and financial crises contributed to the liquidity 

tightness witnessed in the year under review. Meanwhile, FSDH Research 

maintained at that time that inflation in Nigeria was not a monetary phenomena 

but an imbalance in supply and demand occasioned by infrastructural problems. 

 A cursory look at the inter-bank rates shows that, 7-day Nigerian Inter-Bank 

Offered Rate (NIBOR) for 2008, closed higher at 14.80% from 12.83% as at the 

end 9months, 2008 and 11.08% as at end of year 2007. A review of the 90-day 

NIBOR indicated that it closed the year 2008 at 16.71% from 14.83% as at the 

end of 9months 2008, and 13.43% as at end of year 2007.  

At the primary market auctions for the government securities, CBN offered 

N205bn worth of 364-day NTB in 2008, lower by 17.69% from N249.04bn 

offered in 2007. A total of N1,290.71bn worth of 182-day NTB was offered, up by 

104.62% over N630.80bn offered in 2007. At the 91-day NTB auctions, a total of 

N250.82bn was offered which represents a decrease of 42.38% from N435.32bn 

on offer in 2007.  

Foreign Exchange Market 

Available data from the CBN indicates that, the total foreign exchange inflows 
and outflows through the CBN for 2008 were US$49.31bn and US$44.19bn 
respectively, representing a net inflow of US$5.12bn. Relative to the respective 
levels of US$35.44bn and US$24.35bn in 2007, inflow and outflow rose by 
39.15% and 81.43%, respectively. The increase in the inflow was attributed 
largely to increase in oil receipts, while the increase in outflow was attributed 
largely to rise in WDAS utilization and other official payments.  

The analysis of the transactions in the official foreign exchange segment of the 

market in 2008 showed that the CBN offered a total of US$5,290mn through the 

Wholesale Dutch Auction System (WDAS), a decrease of 54.82% over the 

US$11,710mn offered in 2007.  

The value of the Naira recorded a depreciation of 18.26%, 14.83% and 12.37% 

in the inter-bank, parallel and the official markets, respectively. However, in 

2007 the value of Naira appreciated in all the three segments of the markets by 

2.58%, 2.05% and 1.39% in the inter-bank, official and parallel respectively.  

Outlook for 2009 

World Economy 

The highlights of the consensus from the International Organizations such as the 
World Bank, International Monetary Fund (IMF) and OPEC on the outlook of the 
world economy in 2009 are: The world economy is projected to contract  in the 
range of 0.2% to 0.5%, the lowest since World War II. With continued efforts to 
ease credit strains as well as expansionary fiscal and monetary policies, the 
global economy is projected to experience a gradual recovery in 2010 with 
growth attaining 3%.   

The most affected sectors are the economies that were the most dynamic, 

typically urban-based exporters, construction, mining and manufacturing.    

The global financial crisis may hit the worldôs poorest and most susceptible 

countries, threatening to weaken recent economic gains and to create a 

compassionate crisis. The crisis will hit the low income countries mainly through 

trade, as financial problems in advanced countries trigger recessions that 

dampen demand for imports from low-income countries, and in some cases, per 

capita incomes may disappear. Commodity exporters will be hit hard, facing both 

lower export volumes and lower prices. 
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The financial markets are expected to experience strain in 2009. In advanced 

economies, market conditions will likely continue to be difficult until forceful policy 

actions are implemented to restructure the financial sector, resolve the 

uncertainty about losses, and break the adverse feedback loop with the slowing 

real economy. 

The financial crisis will increase the debt issuances by the developed countries, 

crowding out many developing country borrowers, both private and public. 

Developing countries that can still access financial market face higher borrowing 

costs, and lower capital inflows, leading to weaker investment and slower growth 

in the future.  

Foreign direct investment is expected to fall by 20% in 2009 while remittances 

from citizens working abroad are likely to fall, and aid flows are potentially in 

jeopardy by budget pressures in donor countries. 

The world oil demand in 2009 is projected at 84.61mb/d a decline of 1.18% from 

the demand of 85.62mb/d recorded in 2008. Meanwhile, the Non-OPEC supply 

is projected at 55.5mb/d an increase of 1.28% from the 2008 supply of 

54.8mb/d. OPEC members are expected to cover the remaining demand of 

29.1mb/d a decline of 5.83% from the 30.9mb/d in 2008. 

Optimistic price of oil in 2009 is projected at US$50/b while the pessimistic is 

projected around US$35/b. 

The Nigerian Economy 

The current global economic and financial crises have serious implications on the 
performance of the Nigerian economy in 2009. The Nigerian situation may be 
more critical than the situation in most of the advanced economies because of 
the fragility of the Nigerian economy which depends mainly on oil as a source of 
foreign exchange and from where the bulk of its revenue is derived.  
 
Looking at the consensus on the price of oil in 2009, we expect a huge drop in 
the federally collectible revenue, leading to a drop in the amount of money to be 
shared amongst the three tiers of government through the Federal Allocation 
Account Committee (FAAC). In another development, the projected drop in the 
price of oil and other commodities will have a negative impact on the current 
account position of the country.   

 In order to function well, the FGN will run a budget deficit of over 5% in 
GDP (current price) higher than the governmentôs projection of 3.95% of the 
GDP. 

 We expect the gross domestic debt to increase by about 35% to N3,132bn 
from  N2,320bn as at December, 2008. We expect the increase to come 
from issuance of medium to long term FGN bonds. This will have the effect 
of crowding out the private sector of the economy.  

 The devaluation move of the CBN, supply bottleneck in the country caused 
by deficiencies in infrastructure especially transport network, power and 
high propensity to import, will continue to leave inflation rate at double digit. 
Our range of inflation rate in 2009 is 12.5%-14.5% year-on ïyear.  

 The proposed deregulation of the down stream sector of the oil and gas 
industry should lead to a lower pricing regime for the petroleum products in 
the country. We hold this view because of the competition that will set in 
and the drop in the price of oil at the international market.  

 Prime lending rates in the economy may remain very high as a result of the 
FGNôs large fiscal budget deficit in 2009 with its attendant effect of 
crowding out the private sector.  

 It appears that the ñhot moneyò in the nationôs financial market has reduced 
significantly as a result of the massive sell off of financial assets by the 
foreign investors since Q3, 2008. Therefore, we expect the demand 
pressure on the foreign exchange rate to moderate. The situation 
surrounding the fundamentals of the Nigerian economy, especially from the 
external sector will make us believe that there will still be a further 
depreciation and devaluation in the value of naira, may be up to 10% from 
the current level. We therefore project an exchange rate in the range of 
N150-N165/US$1 in the official market. 

 The current credit squeeze in the market, depreciation/devaluation, weak 
demand as result of the global economic crisis, and high cost of doing 
business in Nigeria are detrimental to the real sector of the Nigerian 
economy. However, urgent fiscal and monetary policies targeted at this 
important sector of the Nigerian economy will go a long way to make 
Nigeria achieve a sustainable growth.    

 A veritable financial institution that the CBN can use to increase access to 
credit among the small and medium scale industry in Nigeria is the Micro 
Finance Banks. In order to achieve this, the CBN need to intensify its efforts 
in capacity building for the industry operators.  

 We expect a GDP growth rate of between 4% and 5% in 2009 if the current 
economic management team can put in place strong economic framework 
that can support the agriculture and the manufacturing sector especially in 
the areas of improving infrastructure and access to cheap funds.  

 

 Fixed Income Securities 

 We expect that the CBN will continue with its expansionary monetary 
policies to increase liquidity in the nationôs financial market. The 
combination of uniform end of financial year for banks, and the budget 
deficit of the FGN in 2009 will drive up interest rate. 

 A cursory look at the FGN Bond issuance calendar for the Q1, 2009 shows 
that most of the bonds that will be issued in 2009 will be re-opening. 
Meanwhile, the expected high interest rate will cause the bond prices to 
drop and lead to an increase in the bond yield in 2009.  

 For liquidity management purposes, we expect the CBN to continue to 
issue Nigeria Treasury Bills (NTBs) at low discount rates. In view of this, the 
discount rates on Nigerian Treasury Bills are not an appropriate measure to 
gauge interest rate in Nigeria. 

 We expect the CBN to lower the MPR from the current level of 9.75% to 8% 
to signal relaxed monetary policy. 

 We expect to see volatility in the inter-bank rates during the year, and most 
of the time, we expect that the interest rates will trend upwards. 

 

 Equities Markets 

 Coordinated fiscal and monetary policies directed at improving the financial 
and economic health of the nation will set the tone for a real recovery in the 
equities market. Meanwhile, we are confident that the current economic 
management team will recommend policies that will lay a solid foundation 
for the economy.  

 While most the stocks quoted on the NSE appear undervalued in terms of 
current and forecast earnings; based on historical performance, the one 
year forward attractiveness of these stocks depend on the performance of 
the macro and global economy.  

 We expect corporate earnings of companies quoted on the floor of the NSE 
to decline 2009, as a result of high cost of funds, exchange rate losses, and 
increasing provision for non-performing assets; especially for financial 
institutions.  

 We expect high interest rate in the money market especially for tenored 
funds to impact negatively on the equities market especially in the area of 
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low liquidity for trading in equities as funds may likely move to the money 
market for the high interest rates.   

 While we advise investors to take medium to long term positions in the 

market, we observe that there are opportunities for short-term trading in the 

market. In a period like this; full of uncertainties, we strongly advise 

investors in the capital market to invest only in stocks of companies with 

sound management and good products that can generate and sustain its 

cashflows. Such companies can increase investments in the long run. Once 

recovery starts and the level of confidence in the economy improves, both 

domestic and international, stocks may not trade at the current prices for 

many years to come.  
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Indicators Projections 

GDP (%) 4.00-5.00 

Inflation Rate (%) 12.5-14.5 

External Debt (US$ôbn) 4.16 

Domestic Debt (Nôtri) 3.13 

Crude Oil Price (US$/b) 35-50 

FX Rate (N/US$1) 150-160 

MPR (%) 8.00 
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Sources: NBS, CBN, NSE, NPC, DMO, MMAN, Budget Office, National Population Commission, e FSDH Research Estimate,*Budget 2008 Reviewed.                                 

   

 

KEY INDICATORS 2008 2007 2006 2005 2004 

GDP at Current Market Price (Nõtri) 24.39 22.91 18.56 14.57 11.41 

Real GDP Growth Rate (%) 6.41 6.45 5.63 6.51 6.58 

Oil Sector GDP Growth Rate (%) (4.5) (5.1) (4.51) 0.50 3.30 

Non-Oil Sector GDP Growth Rate (%) 9.5 9.8 8.59 8.6 7.82 

Inflation Rate (Year-on-Year) % 15.1 6.6 8.50 11.60 10.00 

Inflation Rate (12 Months Average) % 11.90 5.4 8.20 17.90 15.00 

External Debt Stock (US$õbn) 3.72 3.397 3.54 21.22 35.94 

Interest Paid on External Debt (US$õ mn)  76.60 66.00 122.11 193.70 193.70 

Domestic Debt Stock (Nõtri) 2.32 2.17 1.75 1.53 1.37 

Interest Paid on Domestic Debt (Nõbn) 306.20* 185.37 166.84 150.45 203.64 

External Reserves (US$õbn) 52.82 52.00 45.01 28.29 16.96 

Credit to the Private Sector(Nbn) 7,400 4,600 2,490.38 1,950.38 1,507.89 

Net Domestic Credit(Nõbn) 5,391.8 2,212.67 753.81 2,313.39 2,020.17 

Total Population (mn) 149 144 140 134 129 

Unemployment Rate (%) 11.80 5.80 5.30 11.90 11.80 

 Banks Total Assets(Nõbn) 17,031e  10,431 6,738 4,389.3 3,392.9 

Banks Non-Performing Loan (%) 6.53e 8.44 8.76 18.12 21.60 

Total Banks Deposits (N bn) 5,475 5,358 3,441 2,478 1,623 

Exchange Rate (N/US$1), DAS & WDAS 131.25 116.80 127.00 131.60 133.3 

Appreciation (Depreciation), N/US$, (%) (12.37) 8.03 1.57 2.90 3.03 

Exchange Rate (N/US$1), BDCs 137.80 120.00 129.00 142.60 140.80 

Time Deposit (Over 12months) %  11.78 9.47 8.28 8.68 12.71 

Prime Lending Rate (%) 16.01 16.94 16.92 17.95 18.91 

Monetary Policy Rate  (MPR) (% ) 9.75 9.50 10.00 13.00 15.00 

NSE All Share Index Growth Rate (%) NGN (45.77) 74.73 37.80 1.01 18.46 

NSE All Share Index Growth Rate (%) US$ (58.14) 82.76 39.35 3.91 21.49 

91-day T-Bill Rate (Year End) % 5.00 8.50 7.25 11.89 14.50 

182-day T-Bill Rate (Year End) % 5.20 8.75 9.99 14.50 16.00 

365-day T-Bill Rate (Year End) % 7.65 7.93 9.23 17.00 N/A 
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1.1 World Economic Growth 

The current global economic meltdown which has its roots in the financial crisis that started in the United States of America 

(USA) may not improve if the financial issues are not urgently dealt with. According to the update of the World Economic 

Outlook (WEO) of the International Monetary Fund (IMF), released on January 28, 2009, IMF believes that economic 

recovery will not be possible until the financial sectorôs functionality is restored and credit markets are released. It believes 

that new policy initiatives are needed to produce credible loan loss recognition; sort financial companies according to their 

medium-term viability; and provide public support to viable institutions by injecting capital and carving out bad assets. 

Monetary and fiscal policies need to become even more supportive of aggregate demand and sustain this stance over the 

foreseeable future, while developing strategies to ensure long-term fiscal sustainability. Importantly, international 

cooperation will be critical in designing and implementing these policies. 

Revising down its earlier forecast for Global Economy in 2009, IMF said growth is expected to fall to 0.5% percent when 

measured in terms of purchasing power parity. This represents a downward revision of about 1.75% from the November 

2008 WEO Update and a decline over the growth of 3.4% in 2008. However, it noted that with continued efforts to ease 

credit strains as well as expansionary fiscal and monetary policies, the global economy is projected to experience a 

gradual recovery in 2010, with growth picking up to 3%. It added that the outlook is highly uncertain, and the timing and 

pace of the recovery depend critically on strong policy actions. 

 

Looking at financial market, the Fund projects a stressed year for the 

financial markets in 2009. According to the Fund, in the advanced 

economies, market conditions will likely continue to be difficult until 

forceful policy actions are implemented to reform the financial sector, 

resolve the uncertainty about losses, and break the adverse 

feedback loop with the slowing real economy. In emerging 

economies, financing conditions will likely remain severe for some 

timeðespecially for corporate sectors that have very high rollover 

requirements. IMF attributes the collapse in commodity prices to the 

drop in global demand. The IMF's baseline petroleum price 

projection has been revised down to US$50/b for 2009 and US$60/b 

for 2010 (from US$68/b  and US$78/b), respectively, in the 

November WEO Update adding that metals and food prices have 

also been marked down in line with recent developments. 

It warned that under the current realities, timely implementation of fiscal incentive across a broad range of advanced and 

emerging economies must provide a key support to world growth given that the current projections are predicated on 

strong and harmonized policy actions; and that any delays will likely worsen growth prospects. Fiscal stimulus packages 

should rely primarily on temporary measures and be formulated within medium-term fiscal frameworks that ensure that the 

envisaged build-up in fiscal deficits can be reversed as economies recover and that fiscal sustainability can be attained in 

the face of demographic pressure. 

In its recent report on ñThe Implications of the Global Financial Crisis for Low-Income Countries (LICs)ò, IMF said the 

global financial crisis is expected to have a major impact on low-income countries (LICs), especially in Sub-Saharan 

Africaðand urgent action is required by LIC policymakers and the international community. According to the report, 

twenty-six LICs appear particularly vulnerable to the unfolding crisis. These include countries heavily dependent on 

commodity exports, such as oil exporters, as well as fragile states with little room for maneuver. 

In emerging economies, 

financing conditions will likely 

remain severe for some timeð

especially for corporate sectors 

that have very high rollover 

requirements. 
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Nigeriaôs strong financial ratios 

improved as a result of higher oil 

prices and prudent management of 

oil windfalls. Nigeriaôs public debt/ 

GDP ratio at 12.5% in 2007 was 

much lower than the 34% óBBô 

median, and the gross and net 

external debt ratios are amongst the 

strongest of all credits rated by Fitch 

Ratings. 

In another development, the January 2009 edition of the Monthly Oil Market Report of the Organization of the Petroleum 

Exporting Countries (OPEC), indicated that the forecast for the global economy in 2009 has been reduced further by 20 

basis points to 1.3% as major Organization for Economic Cooperation & Development (OECD) region slip deeper into 

recession and economic activity in developing countries and China slows sharply. US labor market conditions deteriorated 

further in December, 2008, with the unemployment rate rising to a fifteen-year high of 7.2%. The Federal Reserves 

lowered its target rate to between zero and 0.25% and China cut its key one-year lending rate to 5.31%, the fifth reduction 

in three months. Chinese exports fell by 2.8% year-on-year, the second 

monthly drop. The World Bank is forecasting world trade volumes will drop 

2.1% in 2009, the first decline in 25 years. 

FSDH Research believes that the best time for Nigerian economic 

management team to act is now. Policies should be targeted at stimulating 

both financial and economic activities in the country in order to avert imminent 

financial and economic crisis. In managing the financial crisis in the short-

term, we do not support the view that government should spend money to 

prop-up share prices ï as this will amount to not addressing the fundamental 

issue of credit squeeze in the system. Our recommendation: CBN should 

inject long term funds into the Nigerian financial system by buying 5-year 

bonds from Nigerian banks. This will increase the banksô ability to create 

money and ultimately increase disposable income of consumers. 

1.2 Nigeria Retains BB- Sovereign Rating 

Fitch Ratings awarded a BB- Sovereign Rating to Nigeria, retaining the same 

rating. The report which was released on May 28, 2008 stated that, Nigeria 

obtained a sovereign rating of BB- same as it was in the year 2006. Nigeriaôs 

strong financial ratios improved as a result of higher oil prices and prudent 

management of oil windfalls. Nigeriaôs public debt/GDP ratio at 12.5% in 2007 

was much lower than the 34% óBBô median, and the gross and net external 

debt ratios are amongst the strongest of all credits rated by Fitch Ratings. 

Meanwhile, the local currency rating was upgraded to ôBBõ from ôBB-ô, 

reflecting the impressive development of domestic debt market since the 

rating was first assigned in January 2006. The rating described the 

Nigeria economy as òstableó and noted the governmentôs improving 

fiscal management. The rating should provide the private sector with 

efficient access to international capital markets and increase both foreign 

direct investments and foreign portfolio investment. In a similar 

development, Standard and Poor (S & P) assigned BB- to Nigeria on 

account of greater fiscal flexibility due to a much reduced debt burden 

and high oil prices. S & P said the rating was in view of new initiative to 

support the growth and transparency of the domestic bond market and 

improve availability of long-term funding for the public and emerging 

private sector. If the current crisis persists longer, we doubt if Nigeriaôs 

rating will be maintained.  
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1.3 GDP 

According to the Central Bank of Nigeria (CBN), Nigeriaôs Gross Domestic Product (GDP) grew in 2008 by 6.41% as 

against the growth rate of 6.45% in 2007. Even though the performance of the economy in 2008 was good in the light of 

the global economic recession, it fell below the target of 9.8% for the year. The growth in the economy was driven largely 

by non-oil sector, while the crisis in the Niger Delta area and the current global economic & financial crisis which led to 

reduction of Nigeriaôs production quota by the Organisation of Petroleum Exporting Countries (OPEC), limited the 

contribution of the oil sector to the GDP. 

According to the National Bureau of Statistics (NBS), the structure of the Nigerian economy as at December 2008 

(provisional)  in terms of  sectoral contribution to the GDP are: Agriculture: 42.07%; Manufacturing:4.13%; Solid 

Minerals:0.31%; Telecomm/Postal Services:2.90%; Finance & Insurance:3.79%; Building & Construction:1.83%;  

Hotel and Restaurants:0.46%; Crude Petroleum & Natural Gas:17.54%; Wholesale and Retail Trade:17.33% and 

Others:9.63%. 

Currently, more than 95% of the countryôs foreign exchange earnings and about 85% of its revenue is derived from crude 

oil. In addition, the economy has a very high propensity for imported goods. The recent sharp drop in the price of oil in the 

international market as a result of weak demand from the industrialized nations and the weak non-oil export in Nigeria as a 

result of infrastructure deficiency are responsible for the recent depreciation and subsequent devaluation in the value of 

the countryôs currency. The current administration is making efforts to diversify the productive base of the economy so that 

the economy is less vulnerable to the international oil price volatility. The government is addressing this through the 

implementation of its 7- point agenda.  

According to the Nigerian Export Promotion Council (NEPC), Nigeria can boost its economy and promote non-oil export in 

the following areas: manufacturing; processed foods, vegetables & spices; solid minerals; handicrafts; services; 

agricultural commodities; horticultural products and pharmaceuticals. The GDP valued at current market price was 

estimated at $27.93trn as at December, 2008 an increase over 

$22.91trn recorded in 2007. 

FSDH Research believes that if adequate infrastructures are 

put in place, backed up with the right regulatory framework, 

other areas where Nigeria can generate foreign exchange 

include: entertainment and tourism.  

Between 2003 and 2007, communication sector remained the 

fastest growing sector in Nigerian economy, recording an average growth rate of 311.46%, while oil & gas recorded the 

lowest average real growth rate of 3.52%.  Meanwhile, Agriculture remains the largest contributor to the GDP in Nigeria. 

The downstream sector of the petroleum industry remained comatose and the country relied on imported refined petroleum 

products for domestic and industrial operations. Meanwhile, the Federal Government has awarded the contract for the 

Turnaround Maintenance (TAM) of the Kaduna Refining and Petrochemical Company (KRPC). Port Harcourt Refinery 

would undergo TAM in 2009, while Warri Refinery is slated for 2010. We note that if the epileptic power supply in the 

country can be resolved, Nigeria should be able to grow its GDP at an average of 12%.  
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1.4 Telecommunications Industry 

The deregulation of the telecommunications sector over the last few years has been largely positive, giving rise to 

increased level of private sector participation; increased range and quality of 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 hitherto created by the monopoly operator and creation of direct and indirect employment opportunities for 

skilled, semi-skilled and unskilled citizens. The installed capacity in the industry as at December, 2008 stood at 

112.733mn. There were 64.296mn active telephone lines representing 57% of the installed capacity while there were 

48.437mn unused capacity representing 43% of the installed capacity as at December, 2008. The active lines were made 
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up of mobile (GSM):56.935mn representing 89%; mobile (CDMA): 

6.052mn representing 9%; and fixed wireless 1.307mn representing 

2%. 

The market share of the GSM operators in Nigeria as at December 

2008 are:  MTN Nigeria Communications Limited, 40.54%; Zain Limited 

(formerly CELTEL): 30.20%; Globacom Limited: 28.11%; EMTS Limited 

trading as Etisalat: 0.70%; and M-Tel Limited: 0.45%. The market share 

of the CDMA Mobile operators as at December, 2008 are: Visafone 

Limited:36.45%; Multilinks-Telcom:32.83%; Starcomms Limited: 

19.11% and Reliance Telecoms (Reltel):11.62%. Meanwhile, the market 

share of the first five Fixed Wireless operators as at December, 2008 

are: Starcomms Limited:63.75%; Multilink-Telcom:7.42%;  Reliance 

Telecoms (Reltel):5.98%;  NITEL: 4.49%; Visafone Limited:4.39% while 

other operators accounted 13.98% of the market share. 

A review of the telecommunication market as at December, 2008 shows 

that MTN Nigeria Communications Limited, had the highest 

subscribers amongst the GSM operators, while Visafone had the highest subscribers amongst the CDMA Mobile operators 

and Starcomms had the highest amongst the Fixed Wireless operators.   

  

57%

43%

Telecoms Installed Capacity in Nigeria(Dec. 2008)

Used Capacity Unused Capacity

64%
4%

7%

6%

5%

14%

Market Share: Fixed Wireless(Dec.2008)

Starcomms Limited Visafone Limited
Multilinks-Telkom Reliance Telecoms (Reltel)
NITEL Other Operators

41%

30%

28%

0% 1%

Market Share: GSM(Dec.  2008)

MTN Zain Globacom M-Tel EMTS

19%

36%

33%

12%

Market Share: CDMA Mobile Operators (Dec. 2008)

Starcomms Visafone Multilinks-Telkom Reliance Telecoms (Reltel)

In terms of subscriber base as 
at December 2008, MTN 
Nigeria led the GSM market 
controlling 41%, Visafone led  
the CDMA Mobile market 
controlling 36%, while 
Starcomms led the Fixed 
Wireless Market controlling 

64% of the market. 
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Teledensity which measures the proportion of telephone lines in relation to the population in the country, stood at 45.93% 

at December 2008 up from 29.98% as at December, 2007. 

 1.5 Crude Oil Price 

The crude oil market experienced volatility in 2008 due to risks over possible future demand patterns, which were skewed 

towards the downside as a result of the global financial and economic crises, fuelling recession in most of the developed 

economies. The OPEC Reference Basket (ORB) price rose to US$140.73/b in early July and dipped to the lowest price of 

US$33.36/b on December 24, 2008. The average price for the ORB between 2002 and 2008 is US$54/b. OPEC 

responded to the declining oil prices by cutting production by 1.5 million 

barrels per day with effect from November 1, 2008 and announced a 

further cut of 2.2mb/d in its December 17, 2008 during its meeting in 

Oran, Algeria in order to show commitment to stabilizing the world oil 

market.  In spite of the measures adopted by OPEC, oil price maintained 

a down ward trend in the second half of the year. This has subjected the 

oil dependent countries like Nigeria to eternal shocks. It is however 

enlightening to note that the average oil price for 2008 was about 

US$94.48/b. This is higher than the benchmark of US$59/b the Federal 

Government of Nigeria (FGN) used to prepare the budget 2008.    

Nigerian economy received a boost in the first half of the year in terms of 

revenue from crude oil as the price of petroleum products trended up to 

attain a record high. FSDH Research notes that the crisis in the Niger 

Delta area of Nigeria that caused production destructions prevented 

Nigeria from taking full advantage of the rise in the oil price in the first half 

year. Nigeria was not able to produce up to the target production levels 

but complemented the shortfall in production with high price of oil.    

However, there was a sharp reversal in the upward trend due to the destabilizing impact of the global financial and 

economic crises. OPEC Data showed that the daily basket price of crude oil in the international market ended the year at 

US$35.58/b, down from US$90.82/b as at the end of the year 2007.  
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The monthly Oil Market report of the Organization of the Petroleum Exporting Countries (OPEC) January 2009 edition 

indicated that crude oil prices remained volatile as the weak global economy was seen as undermining demand growth. 

However, reduced OPEC supply followed by OPEC Conference decision for further production adjustments helped ease 

the downward slide in prices by the end of the month.   

Meanwhile, following the decision of the Organization of Petroleum Exporting Countries (OPEC) in its December 17, 2008 

meeting in Oran, Algeria to cut production by additional 2.2mb/d, Nigeria production quota was reduced to about 

1.584mb/d starting from January, 2009. According to data from OPEC, Nigeriaôs production quota reduced to 1.903mb/d in 

November, 2008 following a production cut of 133,000b/d. With another 319,000 b/d OPEC cut for Nigeria, the nationôs 

crude oil export will dip to 1.584mb/d. This is against the Federal Governmentôs production estimate of 2.292mb/d for 

2009. 

FSDH Research maintains that OPEC can do very little to exert upward pressure on the price of the crude oil in the 

international market through the production cut from its members. If there is excess demand, the Non-OPEC members will 

gladly fill the gap. The lesson for Nigeria to learn from the sharp drop in the price of oil at the international market , from 

where Nigeria derives more than 90% of the foreign exchange and over 85% of its revenue is to swiftly come up with 

strategies to diversify the productive base of the country away from oil. This will ensure that our economy is less vulnerable 

to external shocks arising from petroleum prices.      

 

 1.6 Unemployment Rate 

The National Bureau of Statistics (NBS) put the provisional figure for unemployment rate in Nigeria at 11.8% as at March, 

2008. The figure was contained in the bi-annual production of unemployment data reported by the NBS. Meanwhile, FSDH 

Research believes that the current unemployment figure should be higher than 11.8% following job cuts in the country, 

owing to the global economic meltdown. Economic growth of a nation will continue to be hampered if a large proportion of 

its working population continues to remain unemployed. The reason for this is not far-fetched - the poor state of 

infrastructural facilities, especially power, has contributed to high unemployment rate in the country. A number of the 

manufacturing companies in Nigeria have shut down production as a result of high cost of production and consequently, 

laying off workers into the labour market. We reiterate that the government should look into the problem of infrastructural 

facilities especially, electricity to encourage Small and Medium Scale Enterprises (SMEs) and large scale manufacturers 

so that their products can be competitive at the international market. 
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1.7 External Reserves   

Available data from the Q4, 2008 Economic Report of the CBN put the gross external reserves figure at US$52.82bn 

representing a drop of 14.9% over US$62.08bn position as at Q3, 2008. The report did not comment on the number of 

months of import the external reserves could accommodate. The gross external reserves stood at US$59.16bn in the 

second quarter of 2008, compared with US$59.76bn in the preceding quarter. The drop in the commodity prices especially 

oil, was responsible for the sharp drop in the external reserves.       

FSDH Research continues to argue that substantial part of the foreign reserves should be domesticated by monetizing 

it within the countryôs financial market and to meet some infrastructural deficits within the country. In addition, the CBN 

owes the nation the responsibility to explain how safe the countryôs external reserves are in light of the current global 

financial crisis. 

  

 

 

 

 

 

 

 

1.8 Inflation Rate 

The Consumer Price Index (CPI) for the month of December 2008, released by the National Bureau of Statistics (NBS), 

showed that the inflation rate (year on year) in Nigeria increased to 

15.10% from 14.83% recorded in the month of November, 2008 and up 

from 6.6% as at December, 2007. According to NBS, the Composite 

Consumer Price Index (CCPI) stood at 192.6 points in the month of 

December, 2008, representing a marginal increase of 15.05% over 

167.4points observed in December, 2007. The increase in the index was 

caused mainly by the increase in the prices of some staple food items, 

transportation and miscellaneous services. Between June 2006 and 

May, 2008 Nigeria celebrated a consistent single digit inflation rate. 

However, the game changed from June 2008 when the inflation rate 

entered its double digit figure. Although the inflation rate was in double 

digit for most of 2008, the core inflation (that is all items less farm 

produce) remained in single digit except in December when it stood at 

10.43% up from 3.6% in December, 2007.   
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insist that it is as a result of 
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In an attempt to stem the rising inflation rate in the country, the CBN embarked on 

a number of restrictive monetary measures attributing the rising inflation rate to 

excess liquidity in the system. FSDH Research however maintained a different 

view about the cause of the high inflation in the system. We insisted that it was as 

a result of demand and supply imbalance in the system caused by infrastructure 

and other supply blockages in the country. Towards the end of the year, the 

depreciation and devaluation in the value of naira contributed substantially to the 

high inflation in the form of imported inflation. Therefore a combination of these 

measures and effort to boost local food output will go a long way for the country to 

achieve its desired single digit inflation rate target.  

A presentation titled ñThe Challenges of Ensuring Appropriate Inflation Rate, 

Exchange Rate and Interest Rate Regimes in Nigeriaôô, delivered by the CBN 

Governor, Professor Chukwuma Soludo, put the banks deposit rate of over 12 

months as at December 2008 at 11.78%. The 10-year FGN Bonds sold in the last quarter of the year were issued below 

15.1%. The 20-year FGN Bond issued in November, 2008 carried a coupon rate of 15%. In other worlds, the bank 

depositors earned negative real interest rate on their deposits in December. Also, bonds were issued at negative real 

return. These situations are hindrances to invest in fixed income securities but investors patronized the bond market 

because of their flight to safety. Also, the negative real return is capable of limiting the ability of the monetary policies to 

achieve their objectives. Meanwhile, the inflation figure for the month of February shows a decline in the year on year and 

core inflation figures to 14.58% while the 12 month average increased further to 12.57%.   
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1.9 External Debt 

Available information from the Debt Management Office (DMO) shows that the total external debt stock as at December 
31, 2008 stood at US$3,720.36mn. The breakdown of the debt showed that 85.28% was owed to Multilateral (which 
includes World Bank Group, International Fund for Agricultural 
Development (IFAD), African Development Bank Group and Economic 
Development Fund (EDF). The balance of 14.72% was owed to Non-Paris 
Group of creditors. Looking at the external debt by economic sector, 
Health & Social Welfare accounted for the latest of US$590.84mn: 
representing 15.88% of the total. This is closely followed by Agriculture: 
US$533.24mn representing 14.33% of the total. 

During the year, the actual external debt service payments (January to 
December, 2008) amounted to US$464.63mn. The breakdowns of the 
payment are: Principal: US$385.71mn representing 83.02%; 
Interest/Service Fee: US$76.60mn representing 16.49%; Deferred 
Principal: US$0.83mn representing 0.18%; Deferred Interest US$0.99mn 
representing 21%; Late Interest US$0.14mn representing 0.03%; 
Commitment Charge:US$2.60mn representing 0.56% and Other 
Charges:US$0.09mn representing 0.02% while Nigerian receive a waiver 
of US$2.34mn. Analysis of the total external debt by economic sector 
shows that Health & Social Welfare accounted for the highest figure of 
US$590.84mn representing 15.88% of the total. This was followed by 
Agriculture accounting for US$533.24mn representing 14.33% of the total.   

Table 1: External Debt Oustanding by Economic Sector(December 31, 2008) US$mn 

Economic Sector Amount Outstanding % of Total  Economic Sector Amount Outstanding % of Total 

Agriculture 533.24 14.33 Investment 13.31 00.36 

Air Transport 5.28 00.14 Irrigation & Related Act 59.12 01.59 

Education & Training 312.54 08.40 Manufacturing-Textile 13.72 00.37 

Electricity 144.17 03.88 Monetary Policy 50.58 01.36 

Energy ð Elec. Hydro 229.78 06.18 Multisector 33.33 00.90 

Energy  - Gas 39.79 01.07 Other 113.26 04.32 

Energy ð (Electricity) 53.58 01.44 Rail Transport 2.53 00.07 

Environment 176.00 04.73 Road Transport 209.08 05.62 

Fishing 0.00 00.00 Rural Development 48.20 01.30 

General 105.67 01.56 Scietific & Tech Equip. 206.80 05.56 

Ground Transport 42.51 01.14 Telecommunications 128.56 03.46 

Health & Social 
Welfare 

590.84 15.88 Water Supply 482.73 12.98 

Housing & Urban 
Development 

67.51 01.81 TOTAL 3,720.36 100.00 

Industrial 
Development 

58.22 01.57    

Analysis of the total external debt 

by economic sector shows that 

Health & Social Welfare accounted 

for the highest figure of 

US$590.84mn representing 

15.88% of the total, followed by 

Agriculture accounting for 

US$533.24mn representing 

14.33%. 
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Table 2: Nigeriaõs External Debt Stock by Currency Composition as at December 31, 2008 
 

S/No Currency Debt Stock Naira 
Exchnage 
Rate 

Debt Stock in 
Naira 

US$ 
Exchange 
Rate to 
the Naira 

USD Equivalent 
US$ 

 % of 
Total  

1 EUR 275,698,902.00 183.51 50,594,553,014.00 131.25 385,482,308.68 10.36 

2 USD 913,458,552.18 131.25 119,891,434,973.00 131.25 913,458,552.18 24.55 

3 JPY 11,491,116.00 1,450.60 16,669,012,797.00 131.25 127,002,002.26 3.41 

4 CHF 10,050,265.00 123.40 1,240,219,759.00 131.25 9,449,293.40 0.25 

5 SDR 1,481,838,176 202.15 299,555,190,805.00 131.25 2,.282,325,263.28 61.35 

6 NGN 14,852,608 1.00 14,852,608.00 131.25 113,162.73 0.003 

7 KRK 3,174,365 104.60 332,038,544.00 131.25 2,529,817.48 0.068 

TOTAL 3,720,360,400.00 100 

It is important to note from Table 2 above that the exchange rate that was used to calculate the external debt oustanding 
as at December 2008,  was N131.25/US$1. If the prevailaing exchange rate of N146.60/US$1 is applied on the external 
debt, the figure may have increased by US$435.11m to US$4,155.47mn representing an increase of 11.70%. 
 

1.91 Domestic Debt 

As at December 2008, DMO put the countryôs domestic debt stock at N2,320bn. The breakdown of the total debt stock 

shows that the FGN Bonds accounted for N1,445.56bn representing 62.30%, Nigerian Treasury Bills (NTBs) accounted for 

N471.929bn representing 20.34%, Treasury Bonds accounted for N402.258bn representing 17.34% and Development 

Stocks accounted for N0.52bn representing 0.02%. The structure of the domestic bond was achieved through the efforts of 

the DMO to structure the Treasury bill to a longer tenor, therefore allowing the FGN to plan. Meanwhile, an analysis of the 

domestic debt by holder type showed that Central Bank held N289.37bn representing 12.47%, Banks & Discount Houses 

N1,482.16bn representing 63.88%, Non-bank:N428.03bn representing 18.45% and Sinking Fund N120.75bn representing 

5.20%. 

During the year, the actual domestic debt service payments including repayments were N471.275bn with the highest 
payment of N110.114bn representing 23.37% made in the month of March. Of the N110.114bn paid in March, N87.646bn 
representing 79.60% of the amount paid to a repayment to the Local Contractors Debt. In a similar development, of the 
total N471.275bn actual domestic debt service payments including repayments, N111.315bn representing 23.62% of the 
total was paid to the Local Contractors. 
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FSDH Research had recommended that the Federal Government should pay up the debt owed to the local 

contractors as part of its efforts to increase liquidity within the financial system.  
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The current global economic and financial 

crises, will limit the inflow of Foreign Portfolio 

Investments (FPIs) into the country this year 

as most of the foreign portfolio managers are 

realigning their assets. 

2.1 Foreign Portfolio Investments (FPIs)  

Available data from the Nigerian Stock Exchange (NSE) indicates that despite the huge outflow from the stock market 

especially from panic sales, foreign investors continued to demonstrate confidence in the Nigerian economy during the 

year. According to the NSE, purchases by foreign investors in 2008 were in excess of N150.14bn (US$1.14bn), 

representing 6.3% of the aggregate turnover. This was a decline 

when compared with the N256bn (US$2.19bn) recorded in 2007. 

Concurrently, total sales during the year were in excess of 

N556.93bn (US$4.24bn), culminating in a net outflow of about 

N406.8bn (US$3.09bn). The huge sales and outflow from the 

market was occasioned by the need for liquidity by foreign 

investors, whose survival were threatened because of the subprime 

crisis in developed markets.  

FSDH Research strongly believes that the current crises will limit 

the inflow of Foreign Portfolio Investments (FPIs), Foreign Direct Investments (FDIs) and foreign remittances into the 

country in 2009 as most of the foreign portfolio managers, institutional investors and donors are realigning their 

assets. 

2.2 Bond Market 

As at the end of year 2008, the DMO, on behalf of the Federal Government of Nigeria (FGN), offered a total of N515bn 

worth of FGN Bonds, down by 13.01% from a total of N592bn offered in 2007. In Q4, 2008, the FGN offered a total of 

N90bn worth of bonds, down by 37.93% from a total of N145bn offered in Q3, 2008.  The total subscription in 2008 was 

N855.14bn, down by 26.79% from N1,167.14bn subscribed in 2007. The subscription level in 2008 at 166.05% was 31.1% 

lower than the subscription level of 197.15% recorded in 2007. The total amount of FGN Bond sold and allotted in 2008 

was N484.18bn a decrease of 16.52% over N592bn sold in the corresponding period of 2007. As at Q4, 2008, N90bn 

worth of FGN Bonds was sold down by 28.37% from N125.64bn sold in Q3, 2008. The total subscription during the Q4, 

2008 was N179.17bn, down by 25.82% from a total of N241.54bn in Q3, 2008. The subscription level in Q4, 2008 was 

199.08%, up by 19.51 basis point from 166.58% in Q3, 2008.  

The DMO offered 3-year, 5-year,10-year and as expected introduced the 20-year FGN Bonds in 2008 as against 3-year, 5-

year, 7-year and 10-year FGN bonds offered in 2007. This was part of the efforts of the government to restructure the 

countryôs domestic debt portfolio to longer tenor. The huge level of subscription level recorded on the FGN Bonds can be 

linked to the fair and stable Sovereign risk rating of the country. In addition, the quest of investors for safety of their 

financial assets was responsible for the increased subscription rate recorded in Q4, 2008. The 20-year FGN tenored Bond 

received huge subscription levels from both individuals and institutional investors with an average subscription level of 

235.20% during the period.  

Comparing tenor to tenor, the 3-year FGN Bonds issued in 2008 received higher coupon rate than the bonds issued in 

2007. The highest coupon rate on 3-year FGN Bonds issued in 2008 was 11.40%. This rate was higher than the highest 

coupon rate of 10.75% on the 3-year FGN Bond issued in 2007. While the lowest coupon rate on 3-year FGN Bonds 

issued in 2008 was 9%, while in 2007 it was 7.00%. A total of N215.82bn worth of 3-year FGN Bond was sold in 2008, 

down by 3.57%, compared with N223.81bn sold in 2007. 

The 5-year FGN Bonds issued in 2008 also received higher coupon rates than the bonds issued in 2007. The highest 

coupon rate on 5-year FGN Bonds issued in 2008 was 10.70%. This rate was higher than the highest coupon rate of 
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9.50% on the 5-year FGN Bond issued in 2007. While the lowest coupon rate on 5-year FGN Bonds issued in 2008 was 

9.45% higher than the minimum coupon rate of 9.23% on the 5-year FGN Bond issued in 2007. A total of N130bn worth of 

5-year FGN Bond was sold in 2008 down by 0.76%, compared with N131bn sold in 2007. 

The highest coupon rate on 10-year FGN Bond issued in 2008 was 12.75%, as against the highest coupon rate of 11.03% 

on 10-year Bond in 2007, while it was 9.35% in 2007. The lowest coupon rate on 10-year FGN bonds issued in 2008 was 

10.70%. A total of N120bn 10-year FGN Bond was offered, while a total of N108.36bn was sold down by 9.70% as against 

N120bn sold in 2007. 

At the only auction for the 20-year bond, N10bn was offered and allotted, while N23.52bn was subscribed leading to a 

subscription level of 235.20%. The coupon rate applied was 15%. Looking at the inflation rate, year-on-year, most of the 

bond issued during the year especially in Q4, were issued at negative real return (i.e inflation rate was higher than the 

coupon rate). In spite of this, investors patronized the bond because many investors traded return for safety on account of 

many instability and crashes in most stock markets. 

The bonds issued in 2008 carried higher coupon rates than the issuances in 2007 as a result of the credit squeeze that 

dominated the global financial system in 2008.  

FSDH Research had earlier reported in ñFSDH Economic and Financial Market Review for 2007 and Outlook for 

2008ò, that coupon rate on 3-year FGN Bond would be in the corridor of 9.00%-9.75% and the 5-year bonds in the 

corridor of 9.50% - 10.50%. It is important to note that the cut in the anchor interest rate in the economy coupled 

with high demand for bonds in the secondary market increased bond prices and caused yields to drop.  

Table 3: 2007 FGN BONDS ISSUE 

Date Issued 
Tenor 
(Years) 

Amount 
Offered (Nõbn) 

Total Subscription 
(Nõbn) 

Subscription 
Level (%) 

Amount 
Allotted (Nõbn) 

Coupon Rate 
(%) 

26 January 2007 3 40.00 124.86 312.15 40.00 10.75 

23 February 2007 5 35.00 99.80 285.14 35.00 9.50 

30 March  2007 7 35.00 49.04 140.11 35.00 10.75 

27 April 2007 3 65.00 172.35 265.15 65.00 9.00 

25 May 2007 5 50.00 105.36 210.72 50.00 9.23 

29 June 2007 7 45.00 59.80 132.89 45.00 9.20 

27 July 2007 3 36.00 72.04 200.11 36.00 7.95 

27 July 2007 10 20.00 35.26 176.30 20.00 9.85 

31 August 2007 5 46.00 48.25 104.89 46.00 9.50 

31 August 2007 10 20.00 40.16 200.80 20.00 9.35 

28 September 2007 10 20.00 27.29 136.45 20.00 9.51 

28 September 2007 7 37.19 46.59 125.28 37.19 9.25 

26 October 2007 10 20.00 25.56 127.80 20.00 9.95 

26 October 2007 3 22.81 67.73 296.93 22.81 7.00 

30 November 2007 10 20.00 32.28 161.40 20.00 11.00 

30 November 2007 3 30.00 33.28 110.93 30.00 9.20 

14 December 2007 10 20.00 61.05 305.25 20.00 11.03 

14 December 2007 3 30.00 66.44 221.47 30.00 8.99 

TOTAL 
 592.00 1,167.14 197.15 592.00  
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Table 4:2008 FGN  BONDS ISSUE 

Date Issued 

Tenor 

(Years) 

Amount Offered 

(Nõbn) 

Total Subscription 

(Nõbn) 

Subscription 

Level (%) 

Amount Allotted 

(Nõbn) 

Coupon Rate 

(%) 

25 January 2008 3 30.00 49.39 164.63 30.00 9.00 

25 January 2008 5 20.00 45.36 226.80 20.00 9.45 

29 February 2008 3 30.00 40.04 133.47 30.00 9.50 

29 February 2008 5 20.00 24.75 123.73 20.00 10.30 

26 March 2008 3 30.00 44.00 146.67 30.00 9.60 

26 March 2008 5 20.00 39.61 198.05 20.00 10.00 

25 April 2008 5 30.00 57.99 193.30 30.00 9.65 

30 May 2008 5 30.00 33.64 112.13 30.00 10.50 

30 May 2008 10 20.00 35.08 175.40 20.00 10.70 

27 June 2008 5 30.00 46.03 153.43 30.00 10.70 

27 June 2008 10 20.00 18.54 92.70 18.54 12.75 

25 July 2008 3 25.00 31.32 125.28 15.82 10.50 

25 July 2008 10 20.00 32.23 161.15 9.82 12.75 

29 August 2008 3 30.00 32.34 107.80 30.00 11.40 

29 August 2008 10 20.00 44.26 221.30 20.00 12.75 

26 September 2008 3 30.00 55.11 183.70 30.00 11.00 

26 September 2008 10 20.00 46.28 231.40 20.00 12.45 

29 October 2008 3 30.00 50.15 167.17 30.00 10.00 

29 October 2008 10 20.00 44.63 223.15 20.00 11.99 

26 November 2008 3 20.00 34.98 174.90 20.00 10.00 

26 November 2008 5 10.00 25.89 258.90 10.00 10.50 

26 November 2008 20 10.00 23.52 235.20 10.00 15.00 

TOTAL  515.00 855.14 166.05 494.18  

The total FGN Bonds outstanding as at December 31, 2008 stood at N1,455.599bn. The breakdown of the Bonds are as 

follows: 1st FGN Bond: N4.55bn; 3rd FGN Bond: N357.082Nbn; 4th FGN Bond:N682bn; 5th FGN Bond: N401.96bn 

0%

25%

47%

28%

FGN Bond Stock Outstanding (Dec. 2008)

1st FGN Bond 3rd FGN Bond 4th FGN Bond 5th FGN Bond
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In spite of the impressive 

performance of quoted companies 

and the payment of exceptional 

benefits in terms of bonus and 

dividends, the market maintained a 

downward trend 

2.3 The Equities Market 

The equities segment of the Nigerian financial market had a 

tumultuous and unimpressive year in all its performance indicators in 

2008. The lackluster performance of the market was attributable to a 

combination of factors which waned investorsô interest and confidence 

in the market with attendant sell-off positions at unprecedented levels. 

Also, the market witnessed paucity of funds as there were significant 

level of cross transactions between August and December. A 

significant portion of the funds that left the market for the primary 

market (Private Placement) are still locked-in, as many of the issues 

have not yet applied to the NSE for listing. The performance of the 

market in 2008 left a lot of analysts in the market and other 

international observers confused. In spite of the impressive 

performance of quoted companies and the payment of exceptional benefits in terms of bonus and dividends, the market 

maintained a downward trend.   

The equities market returned an appreciation in the Q1, 2008, as it gained 8.89% to close at 63,016.56 points. However, 

as at HY, 2008 the NSE All-Share Index (NSE-ASI) recorded negative return of 3.52% to close at 55,949 points. In Q3, 

2008, the NSE ASI recorded a negative return of 17.40% to close at 46,216.13 points, while it closed at 31,450 points with 

a negative return of 31.95% in Q4, 2008. Cumulatively, the equities segment of the Nigeria financial market recorded a 

loss of 45.77% as at the end of 2008. The NSE ASI recorded its highest and all time high of 66,371.20 points on March 

05, 2008 after which the index trended downwards to end the year.   
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Some of the factors responsible for the bearish trend recorded during the year 2008 are: 
 
1 Inconsistent policy pronouncement by regulatory authorities.  
2 Portfolio re-alignments to primary market from secondary market (both private placements and public offers and 

initial public offers) from where investors were previously recording over 100% return. Most of the funds in the 
Private Placement and Public Offer early in the year are still unavailable, therefore reducing the amount of money 
that would have been freely available for investment.  

3 A switch of portfolio in favour of fixed income assets, particularly fixed deposits in order to enjoy the high deposit 
rates that banks offered to aggressively mobilize deposits in preparation for the terminated uniform year end. The 
uniform year of banks is currently being revisited by the CBN as at the time of this report. 

4 Misconceptions about the margin facilities offered by banks to capital market operators, which subsequently led to 
massive sell-off. 

5 The initial plan of the Securities and Exchange Commission (SEC) to increase the capital base of the capital market 
operators. 

6 The financial and economic crisis which started in the US and spread across the globe. 
7 Foreign investors exiting the market at all cost. 
8 Panic exit from investors which further depressed market. 
9 Alternative investment vehicle that investors in the market sought during the year. One of such was investment in 

local and foreign real estate market. Most investors exited the market to take advantage of the fall in home prices 
abroad. 

10 Investorsô flight to save haven- FGN Bonds. 
 
In response to the bearish trend in the market, the Federal Government of Nigeria and all the major stakeholders in the 

Nigerian Capital Market met in Abuja, Nigeria on August 26, 2008 to map out ways to stem the sliding fortunes of the 

Nigerian equity market. The focus of the measures include: to create liquidity in the system; to make the capital market 

more competitive in terms of cost reduction; to strengthen the process of policy formulation and implementation in order to 

bring about improved efficiency and transparency in the market. Some of the measures adopted include: The CBN to take 

appropriate measures to ensure adequate liquidity within the capital market. Commercial banks were advised to 

restructure existing facilities to aid operations of licensed stockbrokers, institutional investors and individual investors on 

longer repayment terms. The Securities & Exchange Commission (SEC), NSE and all capital market operators agreed 

jointly to reduce the burden on investors by cutting transaction fees significantly. Also, there was a resolution to set up a 

presidential advisory team on the Nigerian Capital Market. The Office of the Attorney General of the Federation amended 
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