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EXECUTIVE SUMMARY  

World Economy 
The impressive performance of the world economy in the first half of 2010 

decelerated in the third quarter of 2010. The International Monetary Fund 

(IMF) estimated that the World output grew by 5% in 2010, higher than the 

4.8% released in October, 2010. The Fund added that the global economic 

activity expanded by an annualized rate of 3.5% in the third quarter of 2010, 

a slow down from 5% growth rate in the second quarter of the year. IMF 

released these figures in its World Economic Outlook (WEO), January 2011 

Update titled ñGlobal Recovery Advances but Remains Unevenò. According 

to the Fund, most developing countries, particularly in Sub-Saharan Africa, 

are also growing strongly. Global output is projected to expand by 4.5% in 

2011, an upward revision of about 0.25% relative to the October 2010 World 

Economic Outlook (WEO).  

On the flip side, the report said there is the possibility of tension in the euro 
area periphery spreading to the core of Europe; the lack of progress in 
formulating medium-term fiscal consolidation plans in major advanced 
economies; the continued weakness of the U.S. real estate market; high 
commodity prices; and overheating and the potential for boom-bust cycles in 
emerging markets. 

In a similar development, the Global Financial Stability Report (GFSR) of the 
IMF January 2011 opines that balance sheet restructuring is incomplete and 
proceeding slowly, and leverage is still high. The interaction between 
banking and sovereign credit risks in the euro area remains a critical factor, 
and policies are needed to tackle fiscal and banking sector vulnerabilities. 

The World Bank said growth in both high-income and developing countries 

is expected to slow somewhat in 2011, mainly reflecting the easing already 

observed in the second half of 2010, before picking up again toward mid 

2011, settling at rates close to their longer-run potential. The Bank disclosed 

this in its January 2011 edition of Global Economic Prospects (GEP) report 

titled ñNavigating Strong Currentsò. It states that Global Gross Domestic 

Product (GDP) is projected to increase by 3.3% and 3.6% during 2011 and 

2012, with developing economies expanding by 6% or more in each year, 

more-than twice the 2.4% and 2.7% growth expected for high-income 

countries.  

Food Prices 

In another report, the World Bank attributes the spike in the prices of wheat, 
maize and rice to the adverse weather conditions in major cereal producing 
countries. The Bank revealed this in a report titled ñFood Price Watchò. It 
added that the impact in specific countries has varied depending on local 
production conditions, the extent of price subsidies and other policies. It 
notes that the varying speed of international prices into domestic markets 
and the importance of local conditions make it difficult to anticipate which 
countries will face food price spike. Adding that there are risk factors and 
low income countries which import a sizeable share of their primary staple, 
are particularly vulnerable.   
 
Nigerian Economy 
Available revised statistics released recently by the National Bureau of 
Statistics (NBS) shows that the Real Gross Domestic Product (GDP) in 
Nigeria grew by 7.86% in Q3 2010, higher than the growth rate of 7.30% 
recorded in the corresponding period of 2009 and higher than the 7.69%  

 

 

recorded in Q2 2010. The growth rate of 7.86% in Q3 2010 is the highest 
growth rate recorded in recent times. Comparing quarter on quarter, real 
GDP increased by 0.56% in Q3, 2010 over the level in the corresponding 
period of 2009, on account of the increased production in the oil sector of 
the economy and wholesale & retail trade activities in the economy. 

Looking at the breakdown of GDP to oil and non-oil sectors, the Nigerian 
economy is dominated by non-oil sector, with contribution of 84.62%, while 
the oil sector contributed 15.38% to output in Q3 2010.   

Telecommunications 
According to the Nigerian Communications Commission (NCC), the installed 
capacity in the industry as at November, 2010 stood at 157.88mn lines, an 
increase of 8.14% over 146.00mn lines as at December 31, 2009. 
Teledensity which measures the proportion of telephone lines in relation to 
the population stood at 61.65% in November 2010, up from 53.23% as at 
December, 2009. 

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

MTN Nigeria Communications Limited, had the highest number of 

subscribers amongst the GSM operators, Visafone had the highest number 

of subscribers amongst the CDMA Mobile operators; and Starcomms had 

the highest number of subscribers amongst the Fixed Wired/ Wireless 

operators.  

 

Crude Oil  
The ORB average, minimum and maximum crude oil prices in 2010 are: 
US$77.47/b, US$66.84/b and US$90.87/b. The average price of oil in 2010 
is above the benchmark for oil price of US$67/b in 2010 budget. The ORB 
averaged US$77.47/b in 2010, compared with US$56.71/b in 2009. The 
highest price of ORB in 2010 is US$90.87/b, which was attained on 
December 27, 2010. 
 
Looking at the demand and supply data, OPEC notes that world oil demand 
is estimated to have grown by 1.6mb/d in 2010, following an upward revision 
of 0.13mb/d since the December report. Demand for OPEC crude for 2010 
has been revised up by 0.1mb/d to currently stand at 29.0mb/d. This 
revision reflects mainly the upward adjustment in world oil demand. On the 
supply side, non-OPEC oil supply growth in 2010 is estimated at 1.1mb/d, 
representing a slight upward revision from the previous assessment.  
 

External Reserves 
According to CBN, Nigeriaôs external reserves position as at December 31, 
2010 stood at US$32.35bn, representing a drop of 23.72%, compared with 
US$42.41bn as at December 31, 2009. In the January 24-25, 2011 
communique, the Monetary Policy Committee (MPC) of the Central Bank of 
Nigeria (CBN) reaffirmed its conviction that a stable exchange rate regime is 
critical to maintaining price stability but noted that in the absence of 
complementary policies the regime is only sustainable at the cost of 
significant attrition in foreign reserves. The MPC, therefore, emphasized that 
the solution to reserve depletion lies in the implementation of appropriate 
reforms with regard to industrial and trade policies aimed at reducing import 
dependence, which are beyond the scope of monetary policy.  
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Sovereign Wealth Fund (SWF) 
The National Economic Council (NEC), which includes the 36 State 
Governors and the Federal Executive Council (FEC) have approved the 
establishment of the National Sovereign Wealth Fund (SWF) and the Bill for 
its establishment is currently awaiting the National Assemblyôs consideration 
and approval. The SWF is meant to address some of the complexity and 
constitutional challenge with respect to the Excess Crude Account (ECA). It 
is planned that the SWF will be made up of three separate funds: an 
intergenerational savings fund, an infrastructure development fund and a 
stabilization fund, which will serve as a secondary source of funding 
supporting the ECA in periods of budgetary deficit.  
 
An important proposed characteristic of the SWF that differentiates it from 
the ECA is that it is intended to function independently of political pressures, 
with more rigorous measures for withdrawals and transparency regarding 
use of the funds.  

External Debt 
Available data from the Debt Management Office (DMO) shows that the total 
Nigeriaôs external debt stock as at December 31, 2010 stood at 
US$4,578.76mn representing an increase of 0.98% from the September 30, 
2010 figure of US$4,534.19mn. The DMO attributed the increase in the 
external debt stock to additional disbursements on existing loans and 
exchange rate variations. The external debt as at December 2010 
represents 2.13% of the GDP and 13.05% of total debt stock of 
N5,234.84bn. The level of external debt also represents an increase of 16% 
over US$3,947.30mn as at December 31, 2009.  
 

Domestic Debt 
The DMO puts the countryôs domestic debt stock at N4,551.82bn, as at 
December 31, 2010,  representing an increase of 41.01% from N3,228.03bn 
as at December 31, 2009 and up from N4,229.63bn as at September 2010 
representing an increase of 7.62%. The domestic debt stock as at 
December, 2010 represents about 14.21% of the GDP and 86.95% of the 
total debt stock of N5,234.84bn.  
 
The breakdown of the total debt stock by instruments type as at December 
2010 shows that the FGN Bonds accounted for N2,901.60bn representing 
63.75%; Nigerian Treasury Bills (NTBs) accounted for N1,277.10bn, 
representing 28.06%, Treasury Bonds (TBs) accounted for N372.90bn, 
representing 8.19%; while Development Stocks (DSs) accounted for 
N0.22bn, representing 0.005%. Domestic Debt by holder type as at 
December 2010, shows that CBN accounted for 7.54%, Banks & Discount 
Houses ï 57.23%, Non-Bank Public ï 32.06% and Sinking Fund ï 3.17% of 
the total of N4,551.82bn. 
 

Inflation Rate 
The Consumer Price Index (CPI) for the month of December 2010, released 
by the National Bureau of Statistics (NBS), showed that inflation rate (year-
on-year) in Nigeria dropped marginally by 1% to 11.8% from 12.8% 
recorded in the month of November 2010. The latest inflation figure of 
11.80% represents the lowest level recorded since October 2009. According 
to NBS, the Composite Consumer Price Index (CCPI) stood at 114.2 points 
in the month of December 2010 an increase from 112.8 points recorded in 
November 2010. The percentage change in the average CPI for the twelve-
month period ended December 2010 over the average of the CPI for the 
previous twelve-month period was 13.7%, slightly lower than 13.9% 
recorded in the previous month. Core Inflation (that is all items less farm 
produce and energy) stood at 10.35% year-on-year. The Urban All Items 
monthly Index rose by 0.4%, while the corresponding rural Index increased 
by 2% in December 2010, compared with the preceding month. 

FGN Bonds  
As at the end of 2010, the DMO, on behalf of the Federal Government of 
Nigeria (FGN), offered a total of N1,073.12bn worth of FGN Bonds, 74.65% 
higher than the N614.44bn offered in 2009.The total subscription in 2010 
was N2,141.84bn, up by 71.46% from N1,249.16bn subscribed in 2009. The 
subscription level in 2010 stood at 199.59%  and was 3.71% lower than the 
subscription level of 203.30% recorded in 2009.The total amount of FGN 
Bond sold in 2010 was N1,083.16bn, up by 73.05% from N625.94bn sold in 
2009.  

The DMO offered 3-year, 5-year, 7-year, 10-year and 20-year FGN Bonds 
during the period under review. However, in the corresponding period of 
2009 it offered 3-year, 5-year, 10-year and 20-year FGN Bonds. Most of the 
bonds offered in FY 2010 were re-openings, except at the 3-year FGN Bond 
auction which was issued in February 2010 and 5-year FGN Bond auction 
which was issued in April 2010.  

 
Recent Developments in the Nigerian Banking Industry  
The CBN has repealed the current Universal Banking Model, as part of its 
strategic initiative to reforming the Nigerian Financial system to enhance the 
quality of banks, ensure financial system stability and promote evolution of 
healthy financial sector. Consequently, it has approved the guideline for a 
new banking model. Banks operating in Nigeria are required to apply to 
CBN for a new operating license which can either be commercial or 
merchant banking license. Commercial banks can operate at regional, 
national and international levels with paid up share capital of N10bn, N25bn 
and N50bn respectively.  

The objective of the new model is to make banks focus on their core 
banking business and develop specialization. Banks operating in Nigeria are 
required to submit their plans on how they intend to transform to the new 
system. After they are given a new banking license, they will be required to 
either spin-off or discontinue operations which are inconsistent with terms of 
the new banking license or divest from non-banking subsidiaries in which 
they have equity ownership. 

Equities Market 
As expected, the equities market showed remarkable signs of recovery in 
2010 after 2 years of consecutive decline. The performance of the market 
during the period was influenced by a combination of several factors which 
either contributed to the recovery or slowed it down. The market recorded its 
highest performance in Q1, 2010 as investors were taking positions ahead 
of the full year earnings season. The NSE ASI closed the year 2010 at 
24,770.52 points, up from 20,827.17 points at the end of year 2009, 
representing an appreciation of 18.93% (a gain of 18.21% in US$), 
compared to a depreciation of 33.78% in 2009. The market capitalization 
gained 58.61% (a gain of 57.89% in US$) to close 2010 at N7.91trn 
(US$53.05bn), compared to the loss of 28.29% in 2009 at N4.99trn.  
 
Looking at the quarterly performance in 2010, the NSE ASI appreciated by 
24.67% and 7.46% in Q1 and Q4, 2010 respectively, while it depreciated by 
2.24% and 9.19% in Q2 and Q3, 2010 respectively. The drop in the NSE in 
Q2 and Q3, 2010 reversed part of the gain recorded in Q1, 2010. 
 
In terms of trading activities, total shares of 91.96bn worth N797.93bn were 
traded in 1,893,807 deals in 2010, compared to a total volume of 101.33bn 
worth N675.12bn traded in 1,709,002 deals in 2009. This showed a decline 
of 9.24% in terms of volume, 18.19% appreciation in value and 10.81% 
increase in the number of deals compared to 2009.  
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A cursory look at the sectoral contribution to market capitalization as at 
December 31, 2010 shows that the Banking sector had the highest 
contribution of 34.27%. This is followed by the Building Materials subsector 
with a contribution of 26.07% as a result of Dangote Cement which 
accounted for about 23.49% of the market capitalization as at December 
2010. 
 
A cursory look at some of the World Stock market performance in 2010 
compared with Nigeria shows that the Ghana All Share Index was the best 
performing market among the selected markets. Most markets recorded 
positive return except SMSI Index (Spain), NIKKEI 225 Index (Japan), CAC 
40 Index (France) and Swiss Market Index (Switzerland) which recorded 
negative growth during the period under review.  

Money Market 

The money market experienced extreme liquidity in the first eight months of 
the year 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  relative stability in 
the foreign exchange market. 
 
According to the MPC, the developments in retail market interest rates 
indicated that the retail lending rates were still high. Inter-bank and OBB 
rates moderated to 8.06% and 6.86% respectively in December 2010. The 
weighted average savings rate declined consistently from 3.33% in January 
2010 to 1.51% in December 2010. The consolidated deposit rate initially 
declined from 6.13% in January to 2.07% in September, 2010 but rose 
marginally to 2.24% in December 2010.  
 
A cursory look at the Nigerian Inter-Bank Offered Rate (NIBOR) showed that 
there was a general decline in interbank rates during the year as a result of 
injections into the economy principally from FAAC and the quantitative 
easing strategies of the CBN.  
 
At the primary market auctions for the government securities, CBN offered 
N634.19bn worth of 364-day NTB in 2010, higher by 153.68% from N250bn 
offered in 2009. At 184.83% level of subscription, N1,172.18bn worth of bids 
was subscribed in 2010, while N542.56bn, representing a subscription level 
of 217.02% in 2009 was recorded. A total of N581.36bn worth of 364-day 
NTB was sold, higher by 7.15% from N542.56bn sold in 2009.  

Treasury Bill Transactions  

In a bid to reduce the huge liquidity that dominated the money market, the 
CBN reintroduced the Open Market Operation (OMO) in Q2 2010. This was 
re-emphasized in the MPC Communiqué of November 23, 2010 showing 
the intention of the CBN to continue to use OMO as a targeted tool for 
liquidity management. 

 Foreign Exchange Market 

The analysis of the transactions in the official foreign exchange market in 
2010 showed that there was an increase in the amount of foreign exchange 
offered by the CBN in the foreign exchange market as the apex bank tried to 
meet all genuine demand in the foreign exchange market. The CBN offered 
a total of US$25,420mn through the Retail Dutch Auction System (RDAS) 
and Wholesale Dutch Auction System (WDAS) in 2010. The offer represents 
an increase of 15.34% over the US$22,040mn offered in 2009. The amount 
sold at US$24,856.42mn in 2010 was 12.53% higher than the amount sold 

in 2009. Total sale in 2010 was 7.42% lower than the amount demanded at 
US$24,856.42mn.  

 
The value of the Nigerian Naira depreciated in all the three segments of the 
market against the US Dollar in 2010. The inter-bank, parallel and official 
markets depreciated by 1.74%, 2.19% and 0.72% respectively, compared 
with depreciation of 7.02%, 9.58% and 12.84% recorded in the official, 
parallel and inter-bank markets respectively in 2009.  

 

Outlook for 2011 

Global Economy  

The highlights of the consensus from the IMF, World Bank and OPEC on 

the outlook of the world economy for 2011 are: 

 Looking at the world economic growth rate in 2011, IMF projects 
4.5%, OPEC projects 3.9% while World Bank projects 3.3%.. The 
IMFôs projection is slightly lower than the estimated growth rate of 
5% in 2010, but represents an upward revision from 4.25% 
released in the WEO, October 2010. IMF added that signs are 
increasing that private consumption ï which fell sharply during 
the crisis ï is starting to gain in major advanced economies.      

 IMF however notes that downside risks to the recovery remain 
elevated. According to the Fund, the most urgent requirements 
for robust recovery are comprehensive and rapid actions to 
overcome sovereign and financial troubles in the euro area and 
policies to redress fiscal imbalances and to repair and reform 
financial systems in advanced economies more generally. These 
need to be complemented with policies that keep overheating 
pressures in check and facilitate external rebalancing in key 
emerging economies. 
 

 IMF projects oil price around US$90/b in 2011. 

 The Nigerian Economy 

The general elections into various political offices in Nigeria will commence 
with the National Assembly Elections on April 02, 2011. This will be followed 
by Presidential Elections on April 09, 2011 and lastly Government/State 
Assembly Elections on April 16, 2011. Although there are some securities 
issues around the country which the government has vowed to deal 
decisively with, we are of the opinion that with the success of the just 
concluded party primaries across the nation, the election will be void of 
crisis that can adversely affect the smooth running of the economy and the 
financial market.  

 There are renewed commitments from the Federal Government 
to privatize the Power Holding Company of Nigeria (PHCN) by 
June 2011. This is in line with FSDH Research recommendation. 
When actualized, it is capable of thrusting the economy on a 
growth path never witnessed before.  

 We expect the FGN to adopt more Public Private Partnership 
(PPP) in its bid to improve the state of infrastructural facilities in 
the country.  

 We expect the current Sovereign Debt Note (SDN) where the 
FGN guarantees the payment of the subsidy to oil importers to 
end toward mid-year. This will also be in preparation for the 
deregulation of the sector. 
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 The current high yields on government securities may serve as 
disincentive for the banks to lend to the real sector of the economy thus 
further crowding-out the private sector and driving up lending rates.  

 We expect the Bill establishing the Sovereign Wealth Fund (SWF) to be 
passed and signed into law. If this is established, we expect it to provide 
additional cushion for the economy and instill more discipline in political 
office holders in handling public finances. If the average oil price in 2011 
stands at US$88/b, we estimate a total of about US$13.75bn to be 
saved in the SWF given the production of 2.3m/b and a budget oil price 
of US$65/b in 2011.   

 Our forecast inflation rate range for 2011 is 12.50% -13.00%. 

 We expect that the FGN, after the general election will have the political 
will to implement the much desired full deregulation of the downstream 
sector of the oil and gas industry in Nigeria. 

 Forecast exchange rate for 2011 is the region of N150.50/US$1- 
N152.50/US$1. The CBN has also approved forward trading on foreign 
exchange. 

 With the cleanup of the microfinance subsector of the financial industry, 
the sector is now well positioned to promote credit creation among the 
active poor, promoting synergy and mainstreaming of the informal 
sector in the national financial system and contributing to rural 
transformation.  

 Our forecast GDP Growth range for Nigeria in 2011 is 7%-8%. We 
however believe that Nigeria has the capacity to achieve double digit 
GDP growth rate if the country has stable power supply, relevant 
transportation network and  with the proposed deregulation of the 
downstream sector of oil and gas.  

 External reserve: Our forecast figure to end 2011 is US$35.58bn. 

 Estimating the public debt position of the FGN both from the domestic 
and external markets from available data and forecast, we expect the 
domestic debt to increase to N5.11trn, while the external debt should 
increase to US$5.21bn. 

 
Fixed Income Securities 
Considering the interactions of several factors, the following factors may 
dominate activities in the money market in the next six months: 

 Liquidity tightness   

 Inter-bank rates to maintain upward trends in response to the tightness 
in the market.   

 We expect further drop in the prices of FGN Bonds in response to 
rising interest rates, yields and increase in the domestic borrowing of 
the Federal Government.  

 Treasury Bills may command higher discount rate. 

 Deposit rate may also inch up to attract deposits. 

 Increased activities in the state government bond market after April 
election, particularly for states where the incumbent governors win the 
April election. We expect a gradual slow down in the activities in the 
state government bonds and corporate bonds issuances to close the 
year. 

 Any new corporate bond will command high coupon rate given the 
current high yields on FGN Bonds in the market. 

 
Equities Market 
FSDH Research believes that the current improved regulatory oversight on 
the equities market will boost investorsô confidence both locally and 
internationally. In our view, the following factors will sustain the growth of the 
market in 2011. 
 

 Improvement in earnings of quoted companies; 

 Success of the general elections and smooth transition of power; 

 Stability in foreign  exchange rate and other macroeconomic factors; 

 Taking over of non-performing assets of banks by AMCON; 

 Sustained global economic recovery which will keep oil price around 
current level  of US$90/b; 

 Signing into law the Petroleum industry Bills; 

 Deregulation of Downstream sector of oil and gas; 

 Adoption of PPP in improving the state of infrastructure in the country; 

 The resolution of the leadership crisis at the NSE; 

 Privatization of PHCN; 

  Commitment on the part of the Federal government to improve power 
generation and relevant transportation (road and rail).  

 
However the downside risks to the growth of the NSE in 2011 are as 
follows:   
 Election crisis; 
 The wave of insecurity in the some parts of the country which may 

scare foreign investors; 
 Rising yields and rates on fixed income securities; 
 Tightening policy thrust of the MPC; 
 Rising prices of food and other intermediate raw material in the 

international market which may reduce the margins of the companies 
that rely on them;  

 Delay in AMCON taking over the non-performing assets of banks which 
may make investors lose confidence in the whole process; 

 Possibility of bubble capital from the  Foreign Portfolio Investment(FPI); 
 The possible adverse impact of the euro area crisis on the domestic 

financial market.  
 
We are of the opinion that these factors are to a large extent subdued and 
the factors in favour of the economy and the financial market outweigh these 
risks. We are therefore inclined to release a forecast growth rate of 17.42% 
for the NSE ASI in 2011. Given this growth rate, we expect the NSE ASI to 
close the year in the region of 29,085.96 points. 
 

 

 

Forecast for 2011 

Global GDP Growth Rate (%)-IMF 4.50 

Nigerian GDP Growth Rate (%) 7.00 - 8.00 

Crude Oil Price (US$/b) 90.00 

Inflation Rate (%) 12.50 - 13.00 

Exchange Rate (NGN/US$1) 150.5-152.5 

External Reserves US$õbn 35.58 

External Debt US$õbn 5.21 

Domestic Debt Nõtr 5.11 

MPR (Effective Lending Rate) % 8.50 

NSE ASI 2011 (%) 17.42 

NSE ASI Index (End of Year) 29,085.96 
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Sources: NBS, CBN, NSE, NPC, DMO, FMDA, Budget Office, National Population Commission, FSDH Research Estimate: V FSDH Research Estimate, * 9 months 2010; ^ Q3 2010; # October 2010

  

KEY INDICATORS IN NIGERIA 2010 2009 2008 2007 2006 

GDP (Nõtrn) (at 1990 Current Prices) 21.07 * 24.79 24.30 22.91 18.56 

Real GDP Growth Rate (%) 7.86  ̂ 6.96 5.98 6.45 5.63 

Oil Sector GDP Growth Rate (%) 5.08  ̂ 0.45 (4.5) (5.1) (4.51) 

Non-Oil Sector GDP Growth Rate (%) 8.38  ̂ 8.32 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) % 13.70 12.40 11.90 5.4 8.20 

External Debt Stock (US$õbn) 4.58 3.95 3.72 3.397 3.54 

Interest Paid on External Debt (US$õ mn)  354.42 89.15  76.60 66.00 122.11 

Domestic Debt Stock (Nõtrn) 4.55 3.23 2.32 2.17 1.75 

Interest Paid on Domestic Debt (Nõbn) 671.89 271.35 306.20* 185.37 166.84 

External Reserves (US$õbn) 32.35 42.41 52.82 52.00 45.01 

Credit to the Private Sector(Nõbn) 10,534 # 10,206 7,400 4,600 2,490.38 

Net Domestic Credit(Nõbn) 9,460.20 # 7,903.79 5,391.8 2,212.67 753.81 

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

Unemployment Rate (%) 19.70 19.70 11.80 5.80 5.30 

 Banks Total Assets(Nõbn) 18,374 15,851 V 17,031 10,431 6,738 

Banks Non-Performing Loan (%) - 35.00 6.53 8.44 8.76 

Total Banks Deposits (Nõ bn) - 4,077 5,475 5,358 3,441 

Exchange Rate (N/US$1), Official 149.17 148.10 131.25 116.80 127.00 

Appreciation (Depreciation), N/US$, (%) 0.72 (12.84) (12.37) 8.03 1.57 

Exchange Rate (N/US$1), Parallel 154.30 151.00 137.80 120.00 129.00 

Time Deposit (Over 12months) %  7.22 11.69 11.78 9.47 8.28 

Prime Lending Rate (%) 16.98 18.67 16.01 16.94 16.92 

Monetary Policy Rate  (MPR) (% ) 6.25 6.00 9.75 9.50 10.00 

NSE All Share Index Growth Rate (%) NGN 18.93 (33.78) (45.77) 74.73 37.80 

NSE All Share Index Growth Rate (%) US$ 18.21 (46.62) (58.14) 82.76 39.35 

91-day T-Bill Rate (%) 3.68 3.66 5.00 8.50 7.25 

182-day T-Bill Rate (%) 5.09 4.75 5.20 8.75 9.99 

365-day T-Bill Rate (%) 6.32 9.19 7.65 7.93 9.23 
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1.1 The World Economy 

The impressive performance of the world economy in the first half of 2010 

decelerated in the third quarter of 2010. The International Monetary Fund (IMF) 

estimated that the World output grew by 5% in 2010, higher than the 4.8% 

released in October, 2010. The fund added that the global economic activity 

expanded by an annualized rate of 3.5% in the third quarter of 2010, a slow down 

from 5% growth rate in the second quarter of the year. The IMF released these 

figures in its World Economic Outlook (WEO), January 2011 Update titled ñGlobal 

Recovery Advances but Remains Unevenò. According to the report, the third-

quarter rate was better than forecast in the October 2010 WEO, owing to stronger-

than expected consumption in the United States and Japan. Stimulus measures 

were partly responsible for the strengthened outturn, especially in Japan. IMF 

notes that signs are increasing that private consumptionðwhich fell sharply during 

the crisisðis starting to gain a foothold in major advanced economies. Growth in 

emerging and developing economies remained robust in the third quarter, buoyed 

by well-entrenched private demand, still accommodative policy stances, and 

resurgent capital inflows.   

 

IMF added that in advanced economies, activity has moderated less than 

expected, but growth remains subdued, unemployment is still high, and renewed 

stresses in the euro area periphery are contributing to downside risks. In many 

emerging economies, activity remains buoyant, inflation pressures are emerging, 

and there are now some signs of overheating, driven in part by strong capital 

inflows. Most developing countries, particularly in sub-Saharan Africa, are also 

growing strongly. Global output is projected to expand by 4.5% in 2011, an upward 

revision of about 0.25% relative to the October 2010 World Economic Outlook 

(WEO). This reflects stronger-than-expected activity in the second half of 2010 as 

well as new policy initiatives in the United States that will boost activity this year. 

IMF however notes that downside risks to the recovery remain elevated. According 

to the Fund, the most urgent requirements for robust recovery are comprehensive 

and rapid actions to overcome sovereign and financial troubles in the euro area  

Global output is projected to expand 

by 4.5% in 2011, an upward revision 

of about 0.25% relative to the 

October 2010 World Economic 

Outlook (WEO). 
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and policies to redress fiscal imbalances and to repair and reform financial 

systems in advanced economies more generally. These need to be complemented 

with policies that keep overheating pressures in check and facilitate external 

rebalancing in key emerging economies. 

 

Looking at the regional prospects, activity in the advanced economies is projected 

to expand by 2.5% during 2011ï12, which is still sluggish considering the depth of 

the 2009 recession and insufficient to make a significant dent in high 

unemployment rates. The Department of Labour puts the unemployment rate in 

the United States in January 2011 at 9%. Nevertheless, the 2011 growth 

projection is an upward revision of 0.25% relative to the October 2010 WEO, 

mostly due to a new fiscal package passed in late 2010 in the United States that is 

expected to boost economic growth this year by 0.5%. A package with a similar 

growth impact passed in Japan is expected to sustain a moderate recovery in 

2011. Although growth in the periphery of the euro area is marked down for this 

year, this is offset by an upward revision to growth in Germany, due to stronger 

domestic demand. According to the Fund, in both 2011 and 2012, growth in 

emerging and developing economies is expected to remain buoyant at 6.5%, a 

modest slowdown from the 7.1% growth registered last year and broadly 

unchanged from the October 2010 WEO. Developing Asia continues to grow most 

rapidly, but other emerging regions are also expected to continue their strong 

rebound. Notably, growth in Sub-Saharan Africa is projected at 5.5% in 2011 and 

5.75% in 2012ðis expected to exceed growth in all other regions except 

developing Asia. This reflects sustained strength in domestic demand in many of 

the regionôs economies as well as rising global demand for commodities.  

   

On the flip side, the report said there is the possibility of tension in the euro area 

periphery spreading to the core of Europe; the lack of progress in formulating 

medium-term fiscal consolidation plans in major advanced economies; the 

continued weakness of the U.S. real estate market; high commodity prices; and  

 

Looking at the regional prospects, 

activity in the advanced economies 

is projected to expand by 2.5% 

during 2011ï12, which is still 

sluggish considering the depth of 

the 2009 recession and insufficient 

to make a significant dent in high 

unemployment rates. 

There are downside risks to the 

global growth in 2011. 

Growth in Sub-Saharan Africa is 

projected at 5.5% in 2011 and 

5.75% in 2012ðis expected to 

exceed growth in all other regions 

except developing Asia. 
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overheating and the potential for boom-bust cycles in emerging markets. On the 

upside, there are risks from stronger-than-expected business investment rebounds 

in major advanced economies. In emerging economies, key risks relate to 

overheating, a rapid rise of inflation pressures, and the possibility of a hard  

landing. In the near term, upside risks to growth have risen, driven by 

accommodative policies, strong terms-of-trade gains for commodity exporters, and 

resurgent capital inflows. 

 

 

Source: IMF World Economic Outlook (WEO), January 2011 Update 

 

In a similar development, the Global Financial Stability Report (GFSR) of the IMF 

January 2011 opines that nearly four years after the onset of the largest financial 

crisis since the Great Depression, global financial stability is still not assured and  

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

 2009 2010 2011 2012 

World  Trade Volume (10.7) 12.0 7.1 6.8 

Imports 

Advanced Economies (12.4) 11.1 5.5 5.2 

Emerging  & 
Developing Economies 

(8.0) 13.8 9.3 9.2 

Exports 

Advanced Economies (11.9) 11.4 6.2 5.8 

Emerging & Developing 
Economies 

(7.5) 12.8 9.2 8.8 

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

 2009 2010 2011 2012 

World  (0.6) 5.0 4.4 4.5 

USA (2.6) 2.8 3.0 2.7 

Japan (6.3) 4.3 1.6 1.8 

Euro-Area (4.1) 1.8 1.5 1.7 

Developing 
Economies 

2.6 7.1 6.5 6.5 

China 9.2 10.3 9.6 9.5 

India 5.7 9.7 8.4 8.0 

Sub-Saharan Africa 2.8 5.0 5.5 5.8 
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Balance sheet restructuring is 

incomplete and proceeding slowly, 

and leverage is still high.  
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significant policy challenges remain to be addressed. The report states that 

balance sheet restructuring is incomplete and proceeding slowly, and leverage is 

still high. The interaction between banking and sovereign credit risks in the euro 

area remains a critical factor, and policies are needed to tackle fiscal and banking 

sector vulnerabilities. At the global level, regulatory reforms are still required to put 

the financial sector on a sounder footing. At the same time, accommodative 

policies in advanced economies and relatively favorable fundamentals in some 

emerging market countries are encouraging capital inflows. This means that 

policymakers in emerging market countries will need to watch diligently for signs of 

asset price bubbles and excessive credit. 

 

Earlier in January, the World Bank said growth in both high-income and 

developing countries is expected to slow somewhat in 2011, mainly reflecting the 

easing already observed in the second half of 2010, before picking up again 

toward mid 2011, settling at rates close to their longer-run potential. The Bank 

disclosed this in its January 2011 edition of Global Economic Prospects (GEP) 

report titled ñNavigating Strong Currentsò. It states that Global Gross Domestic 

Product (GDP) is projected to increase by 3.3% and 3.6% during 2011 and 2012, 

with developing economies expanding by 6% or more in each year, more-than 

twice the 2.4% and 2.7% growth expected for high-income countries. The World 

Bankôs projection is still more conservative than the forecast released by the IMF. 

Despite the robust growth, the report notes that these growth rates are unlikely to 

be fast enough to eliminate unemployment in the hardest-hit economies and 

economic sectors.    

 

According to the Bank, output in Sub-Saharan Africa expanded by an estimated 

4.7% in 2010, a strong rebound following a 1.7% growth rate in 2009. In South 

Africa, the regionós largest economy, growth at an estimated 2.7% in 2010 was 

curtailed by declining private investment, Rand appreciation and labour strikes. 

South Africa growth is projected to pickup to 3.5% and 4.1% in 2011 and 2012 

respectively, as global conditions improve further. The rest of the region, excluding  

Policymakers in emerging market 
countries will need to watch diligently 
for signs of asset price bubbles and 
excessive credit.  

In Nigeria, the World Bank forecasts 
a GDP growth rate of 7.1% and 
6.2% for 2011 and 2012 

respectively.  
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South Africa has actually fared better. GDP for these countries expanded at an 

estimated 5.8% in 2010 and is projected to grow 6.4% in 2011 and 6.2% in 2012.  

 

The rebound was strongest among the metal and mineral exporters, and oil 

exporters, which have benefited respectively. In Nigeria, the World Bank forecasts 

a GDP growth rate of 7.1% and 6.2% for 2011 and 2012 respectively. The growth 

rate forecast for Nigeria in 2011 is slightly lower than the International Monetary 

Fund (IMF) growth rate forecast of 7.5%.  

 

In spite of the impressive growth forecast, the Bank notes that developing 

countries face three main short-term risks which are: tensions in European 

financial markets; large and volatile capital flows and a rise in high food prices. 

Justifying the potential risks, it says full-scale financial turmoil, while viewed as 

unlikely, could threaten recovery in developing as well as developed countries. It 

says Capital flows to developing countries (especially to nine middle-income 

countries - Brazil, China, Indonesia, India, Mexico, Malaysia, Thailand, Turkey and 

South Africa) picked up in 2010 in part because persistent low interest rates in 

certain high-income countries led investors to seek higher yield in developing 

countries. Net international equity and bond flows to developing countries rose 

sharply in 2010, rising by 42% and 30% respectively, with nine countries receiving 

the bulk of the increase in inflows. Foreign Direct Investments (FDI) to developing 

countries rose a more modest 16% in 2010, reaching $410 billion after falling 40% 

in 2009. The Bank attributes the rebound in FDIs to rising South-South 

investments, particularly originating from Asia. 

 

Meanwhile, the Organization of the Petroleum Exporting Countries (OPEC) in its 

January 2011 Edition of the Monthly Oil Market Report, revised its 2010 world 

growth rate forecast upward by 0.20% to 4.5% from 4.3%, based on the continued 

positive momentum the world economy enjoys backed by ongoing expansion in 

the manufacturing sector. OPEC also revised the GDP Growth rate for 2011 

higher by 0.10% to 3.9% from 3.8%. The report states that United States (US)  

Developing countries face three 
main short-term risks which are: 
tensions in European financial 
markets; large and volatile capital 

flows and a rise in high food prices.  

The Euro-zone, which was estimated 
at 1.5% in 2010 and forecast at 1.2% 
in 2011, is expected to continue its 
two-speed growth pattern, with 

Germany taking the lead. 
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growth is estimated at 2.8% in 2010 and forecast at 2.6% in 2011. The 

deceleration in Japanôs economy remains more pronounced, dropping to 1.6% in 

2011 after growth of 4.3% in 2010. The Euro-zone, which was estimated at 1.8% 

in 2010 and forecast at 1.5% in 2011, is expected to continue its two-speed growth 

pattern, with Germany taking the lead. China and India still face signs of 

overheating and continue to be challenged by high inflation. The estimates for 

China and India remain unchanged at 10.3% and 9.7% for 2010 and forecast at 

9.6% and 8.4% for 2011, respectively. 

 

1.2 Food Prices 

In another report, the World Bank attributed the spike in the prices of wheat, maize 

and rice to the adverse weather conditions in major cereal producing countries. 

The Bank revealed this in a report titled ñFood Price Watchò. It added that the 

impact in specific countries has varied depending on local production conditions, 

the extent of price subsidies and other policies. It notes that the varying speed of 

international prices into domestic markets and the importance of local conditions 

make it difficult to anticipate which countries will face food price spike. Adding that 

there are risk factors and low income countries which import a sizeable share of 

their primary staple, are particularly vulnerable.   

 

According to the report, the US dollar based nominal World Bank Food Price Index 

rose by 17% between August and November 2010, and currently stands at 11% 

below what it was during the peak of the global food price crisis in June 2008. The 

increase in the aggregate index has been driven primarily by grains, which 

increased by 21% during the period. In addition to increases in the prices of maize, 

wheat and rice, prices of soya bean also increased (15%), barley (11%) and sugar 

(42%). The report noted that sugar prices are at a 30 year high due to poor 

harvests and the possibility of any easing in these prices will depend not just on 

yields, particularly in India and Brazil, but also on how much these countries 

supply to the international market.  

 

 

The varying speed of international 
prices into domestic markets and the 
importance of local conditions make 
it difficult to anticipate which 

countries will face food price spike. 

Sugar prices are at a 30 year high 
due to poor harvests and the 
possibility of any easing in these 
prices will depend not just on yields, 
particularly in India and Brazil, but 
also on how much these countries 

supply to the international market. 
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The Bank notes that between August and November 2010, weather related 

production shortfalls in large exporting countries brought about increases in the 

prices of maize and wheat, which increased by 36% and 11%, respectively during 

the period. These came on the heels of sharp price rises between June and 

August 2010. Overall, maize and wheat prices increased by 56% and 74% 

respectively between June and November. Wheat and coarse grain yields in the 

European Union (EU), Canada and the US were revised downwards, 

compounding concerns of further tightening in market that was already struggling 

from lower than expected production and exports from Russia, Ukraine and 

Kazakhstan. In addition, excessive rains in Australia have damaged wheat crops, 

raising the possibility of a large fraction of the harvest being downgraded to feed 

quality. Overall, international stocks that looked ample in Q2 2010 are being drawn 

down. The report warned that prospects for an easing of grain prices in 2011 hinge 

critically on the production response. 

 

It points out that higher global wheat prices were transmitted to domestic markets 

in several wheat-importing countries between August and November. In Brazil, 

wheat products were up about 16% between July-October, with implication that, 

given that 56% of wheat and wheat products consumed in Brazil is imported, the 

increase in domestic prices is likely driven by the lagged transmission of prices in 

international markets. The result is similar for a number of wheat-importing 

countries. The price of wheat flour registered double digit growth during October-

November in Kyrgyzstan (35%), Mauritania (21%), Afghanistan (18%), Sudan 

(17%), Armenia (13%), Azerbaijan (12%), Pakistan (11%) and Bolivia (11%). 

 

In many countries in the Middle East and North Africa, governments are bearing 

the brunt of the rise in global wheat prices as consumers are insulated by 

subsidies on the price of basic staples. In other countries, favourable harvests 

moderated the impact of higher global prices, the domestic price of key staples in 

several countries largely reflected domestic production trends. Rice export prices 

have increased steadily in the past quarter; the export price for Thai rice, the  

Maize and wheat prices increased 
by 56% and 74% between June and 

November.  

Higher global wheat prices were 
transmitted to domestic markets in 
several wheat-importing countries 

between August and November.  
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benchmark for Asia, has gained 17% (Thai 5%) and 22% (Thai 25%) from this 

yearôs low in June due to strong demand and shortfalls in supply as flooding 

damaged crops in three major rice exporting countries: Pakistan, Thailand and 

Vietnam. The report stressed that the outlook for price remains uncertain due to 

two countervailing factors: aggregate output is expected to reach record levels this 

season and sufficient to meet demand therefore causing price to ease; and the 

tightening of other grain markets pose a risk of further increases in rice prices.   

FSDH Research notes the implications of the global rise in food prices on the 

Nigerian economy; particularly the macroeconomic impact on achieving single digit 

inflation rate and exchange rate stability. If the price increase continues, it may 

mean a difficult year for the brewery, flour milling, sugar producing and other firms 

that rely of these cereals as sources of inputs in their production process. The 

need  for Nigerian policy makers to implement specific measures to position 

agriculture to enable it produce enough to feed the nation and meet the 

intermediate input requirements of the manufacturing sector to reduce costs and 

thus position the economy on a path of sustainable development cannot be 

overemphasized. 

 

1.3 The Nigerian Economy: GDP  

Available revised statistics released recently by the National Bureau of Statistics 

(NBS) shows that the Real Gross Domestic Product (GDP) in Nigeria grew by 

7.86% in Q3 2010, higher than the growth rate of 7.30% recorded in the 

corresponding period of 2009 and higher than the 7.69% recorded in Q2 2010. 

The growth rate of 7.86% in Q3 2010 is the highest growth rate recorded in recent 

times. Comparing quarter on quarter, real GDP increased by 0.56% in Q3, 2010 

over the level in the corresponding period of 2009, on account of the increased 

production in the oil sector of the economy and wholesale & retail trade activities in 

the economy. In absolute terms, the real GDP stood at N212.58bn in Q3 2010, up 

from N197.08bn in Q3 2009 and N174.56bn in Q2 2010. Oil GDP contributed 

15.38% to real GDP in Q3 2010, while non-oil GDP contributed 84.62%. The  

The growth rate of 7.86% in Q3 2010 
is the highest growth rate recorded 
in recent times. 

If the price increase continues, it 
may mean a difficult year for the 
brewery, flour milling, sugar 
producing and other firms that rely of 
these cereals as sources of inputs in 
their production process.  
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contribution of 15.38% of oil sector to real GDP in Q3 2010 was marginally lower 

than 15.79% recorded in Q3 2009; as a result of increase in other activity sectors 

of the economy in Q3 2010 relative to the corresponding period of 2009. In the 

ñEconomic & Financial Market: Review and Outlook for 2010ò, FSDH Research 

released a GDP growth rate forecast of 7%-8% for 2010. 

 

The nominal GDP grew by 17.48% to N8.01trn in Q3 2010 from N6.82trn in Q2 

2010. Oil nominal GDP accounted for 32%, while non-oil nominal GDP contributed 

68%. Looking at the sectoral contribution to the nominal GDP, Agriculture 

contributed 39.38%, followed by Crude Petroleum & Natural Gas: 32%; Wholesale 

& Retail Trade: 14.39%; while others contributed 14.23%. As usual, 

Telecommunication & Post sector recorded the highest real GDP growth rate of 

34.81%, followed by Solid Minerals: 12.48%; Hotel & Restaurant: 11.90%; 

Wholesale and Retail: 11.82%; Real Estate: 11.20%; Building & Construction: 

10.75%; Business & Other Services: 8.43%, Manufacturing: 8.14%; Agriculture: 

5.68%; Crude Petroleum & Natural Gas: 5.08% and Finance & Insurance: 3.96%.  

The IMF noted that strong non-oil 
growth in Nigeria in recent years, in 
particular in agriculture is set to 
continue.  
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It would be recalled that the International Monetary Fund (IMF) in its latest 

Regional Economic Outlook (REO) for Sub-Saharan Africa noted that strong non-

oil growth in Nigeria in recent years, in particular in agriculture, is set to continue, 

and projected GDP growth rate of about 7.5% 2010-11 in line with FSDH 

Researchôs projection. The World Bank has also released a GDP growth rate 

forecast of 7.1% for Nigeria in 2011. 

 

According to NBS, the oil sector output increased as a result of the recovery from 

the unprecedented levels of disruptions due to militancy activities, vandalization 

and facility shut downs. Most of the onshore fields that were shut-in due to 

insecurity of lives and properties had been re-opened. The oil sector also 

benefitted from the continued upsurge in world crude oil demand which has kept 

prices at high levels coupled with the relative stability in the exchange rate of Naira 

against Dollar. The sector continues to play an important role in the Nigerian 

economy as the major source of revenue accounting for about 80% of total 

revenue and 90% of foreign exchange earnings. Crude oil and condensates were 

estimated at about 229.01mn barrels in Q3, 2010 with daily average production of 

2.49mn barrels per day compared with 199.63mn barrels produced in Q3, 2009, 

with a corresponding daily average production of 2.17mn barrels. The non-oil 

sector recorded 8.38% growth rate in real terms in Q3 2010 compared with 8.24% 

in the corresponding period in 2009. The growth was majorly driven by improved 

output in the telecommunications, manufacturing, building and construction 

sectors.  

The growth was majorly driven by 
improved output in the 
telecommunications, manufacturing, 
building and construction sectors.  

-6.42%

3.86%
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Oil sector output increased as a 
result of the recovery from the 
unprecedented levels of disruptions 
due to militancy activities, 
vandalization and facility shut downs.  
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Looking at the breakdown of GDP to oil and non-oil sectors, the Nigerian economy 

is dominated by non-oil sector, with contribution of 84.62%, while the oil sector 

contributed 15.38% to output in Q3 2010. The contribution of 15.38% by oil sector 

to real GDP in Q3 2010 was lower than 15.70% recorded in Q2 2010; this was as 

a result of increase in other activity sectors such as agriculture and manufacturing 

relative to the corresponding quarter. On the basis of this structure, FSDH 

Research reiterates the need for urgent development of the non-oil sector of the 

Nigerian economy. Also, we identified the development of relevant transportation 

network and electricity as necessary conditions that will ensure that Nigerian 

goods are competitive globally. 

According to the NBS, the structure of the Nigerian economy as at Q3 2010 in 

terms of sectoral contribution to the real GDP are: Agriculture: 44.30%, followed 

by Wholesale & Retail Trade:17.56%; Crude Petroleum & Natural Gas: 

15.38%; while others:22.76%.  

 

84.62

15.38

Composition ofReal GDP (%): Q3 2010

Non-Oil Oil

44.3

15.38
3.491.57

1.62

4.34

3.08

17.56

8.70

Sectoral Contribution of GDP at Constant Basic Prices (%) 

Q3, 2010

Agriculture Crude Petroleum & Natural Gas Manufacturing

Building & Construction Real Estate Telecommunication & Post

Finance & Insurance Wholesale & Retail Trade Others

The structure of the Nigerian 
economy as at Q3 2010 in terms of 
sectoral contribution to the real GDP 
are: Agriculture: 44.30%, followed by 
Wholesale & Retail Trade:17.56%; 
Crude Petroleum & Natural Gas: 
15.38%; while others:22.76%.  

Nigerian economy is dominated by 
non-oil sector, with contribution of 
84.62%, while the oil sector 
contributed 15.38% to output in Q3 
2010.  
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Agricultural output in Q3 2010 grew by 5.68%, down from 5.91% in corresponding 

period of 2009. The slightly reduced growth is on account of the heavy rainfall 

level witnessed during the period which resulted in flooding of farmland in some 

parts of the country. Activities in the sector may also have gained from the recent 

increase in the price of agricultural commodities as shown in the Consumer Price  

Index (CPI), which shows that average year-on-year change in food inflation in Q3 

2010 was 14.6% as against 12.5% in Q3 2009. The general increase in food 

prices may have encouraged farmers to engage in further expansion of their 

farming activities to full potentials. The financial sector of the economy (banking, 

insurance and stock broking) recorded a growth of 3.96% in Q3 2010, marginally 

lower than 4.04% in Q3 2009. Activities in the Manufacturing sector increased 

marginally relative to corresponding period of 2009, and also recorded an increase  

over Q2 2010. The growth rate in the sector stood at 8.14% in Q3 2010 from 

8.13% in Q3 2009, and up from 7.31% in Q2 2010. The NBS added that the 

growth between 2009 and 2010 may be linked to increased electricity supply 

across the country following renewed efforts of the Federal Government in this 

regard. 

 

A recent finding by the ñThe Economist Magazineò shows that Nigeria was the 

World fourth fastest growing economy in the last decade with an annual average 

GDP growth rate of 8.9%. According to the Magazine between 2011 and 2015, 

Nigeria will occupy the tenth position in the World with an average GDP of 6.8%.  

 

 

 

 

 

 

 

 

ñThe Economist Magazineò shows 

that Nigeria was the World fourth 

fastest growing economy in the last 

decade with an annual average 

GDP growth rate of 8.9%. 

According to the Magazine 

between 2011 and 2015, Nigeria 

will occupy the tenth position in the 

World with an average GDP of 

6.8%.  

The growth between 2009 and 2010 
may be linked to increased 
electricity supply across the country 
following renewed efforts of the 
Federal Government in this regard.  
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FSDH Research is of the opinion that the countryôs economic managers should 

look beyond growth in GDP and look for how the impressive growth rate can 

translate to tangible improvements in standard of living for the citizenry. Central 

Bank of Nigeria (CBN) Governor recently put the national poverty level at 54.4%, 

while the current unemployment rate is 19.7%. As we have mentioned, specific 

policies to improve road and rail network, privatization of Power Holding Company 

of Nigeria (PHCN) and full deregulation of the petroleum sector will open the 

economy for sustainable growth and development. 

 

 
1.4 Telecommunications Industry  

The Nigerian Telecommunication sector continues to maintain its leading position 

in the Nigerian economy as the fastest growing sector. In addition to the growth 

rate, it employs the most diverse type of labour in Nigeria. The sector employs 

highly skilled, semi-skilled and unskilled labour either directly or indirectly. 

Therefore, its multiplier effects on the economy are significant, leading to 

increased supply and demand for telecommunications products and services in 

Nigeria. The sector has recorded increased level of private sector participation 

following its deregulation; increased range of quality services available to users; 

effective reduction of costs of acquiring and using the services; and increasing 

level playing field to service providers via the removal of bottlenecks hitherto 

created by the monopoly operator. 

 

 

The Telecoms sector employs 

highly skilled, semi-skilled and 

unskilled labour either directly or 

indirectly. Therefore, its multiplier 

effects on the economy are 

significant.  
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According to the Nigerian 

Communications 

Commission (NCC), the 

installed capacity in the 

industry as at November, 

2010 stood at 157.88mn 

lines, an increase of 

8.14% over 146mn 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 83.22%, 10.86% and 5.92%, respectively. There 

were 86.31mn active telephone lines, representing 54.67% of the installed 

capacity, while there were 21.32mn inactive lines of the total 107.63mn connected 

lines. The connected lines represent 68.18% of the installed capacity as at 

November, 2010. The active lines were made up of mobile (GSM): 78.93mn 

representing 91.45%; mobile (CDMA): 6.28mn representing 7.28%; and fixed 

wireless 1.10mn representing 1.28%. A further analysis of the active lines in 

relation to the installed 

capacity shows that 60.07% 

of the GSM installed capacity 

is active, 36.63% of CDMA 

installed capacity is active 

while 11.81% of the fixed 

wired/wireless installed 

capacity is active. 

The market share of telecommunication service providers is such that GSM 

contributes 87.24%, CDMA: 10.64% and Fixed wired/wireless: 2.12%. The market 

share of the GSM operators in Nigeria as at June 2009 are:  MTN Nigeria  

 

 

21.90%

36.37%

27.20%

14.52%

CDMA Mobile Operators December 31 2009

Starcomms Visafone Multilinks Reltel

46.19%

26.87%

24.74%

1.76%

0.44%

Market Share of GSM Operators in Nigeria 

as at June 30 2009

MTN GLOBACOM ZAIN ETISALAT M-TEL

The market share of 

telecommunication service 

providers is such that GSM 

contributes 87.24%, CDMA: 

10.64% and Fixed wired/wireless: 

2.12%.  

The connected lines represent 

68.18% of the installed capacity as 

at November, 2010. The active 

lines were made up of mobile 

(GSM): 78.93mn representing 

91.45%; mobile (CDMA): 6.28mn 

representing 7.28%; and fixed 

wireless 1.10mn representing 

1.28%.  
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Communications Limited: 46.19%; Globacom Limited: 26.87%; Airtel Limited 

(formerly Zain): 24.74%; EMTS Limited trading as Etisalat: 1.76%; and M-Tel  

Limited: 0.44%. The market share of the CDMA Mobile operators as at December 

2009 are: Visafone Limited: 36.37%; Multilinks-Telcom: 27.20%; Starcomms 

Limited: 21.90% and Reliance Telecoms (Reltel):14.52%. 

 

Meanwhile, the market share of the first seven fixed wired/wireless operators as at 

December, 2009 are: Starcomms Limited: 68.47%; Reliance Telecoms (Reltel): 

8.60%; 21st Century: 4.71% NITEL: 4.14%; Multilink-Telcom: 3.74%; OôNet (Odua 

Telecom): 2.50%; and Visafone: 2.43%, while other operators accounted for 

5.41% of the market share. 

 

 

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

Nigeria Communications Limited had the highest number of subscribers 

amongst the GSM operators, while as at December 2009; Visafone had the 

highest number of subscribers amongst the CDMA Mobile operators; while 

Starcomms had the highest number of subscribers amongst the Fixed Wired/ 

Wireless operators.  

 

 

 

 

68.47%

2.43%3.74%

8.60%

4.71%

2.50%

4.14%

5.42%

Market Share of Fixed Wired/Wireless Operators in Nigeria 
as at Dec. 2009
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Meanwhile, the market share of the 

first seven fixed wired/wireless 

operators as at December, 2009 

are: Starcomms Limited: 68.47%; 

Reliance Telecoms (Reltel): 8.60%; 

21st Century: 4.71% NITEL: 4.14%; 

Multilink-Telcom: 3.74%; OôNet 

(Odua Telecom): 2.50%; and 

Visafone: 2.43%, while other 

operators accounted for 5.41% of 

the market share.  
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Teledensity which measures the proportion of telephone lines in relation to 

population, stood at 61.65% in November 2010, up from 53.23% as at December, 

2009. The graph above 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 

from December 2007 was based on active subscribers. 

 

FSDH Research is of the opinion that huge opportunities abound for 

telecommunications operators in Nigeria in the area of internet, video conferencing 

and other complementary products and services. Although there is scanty 

information about internet usage per head in Nigeria, our preliminary investigations 

show that it is very low and telecoms operators can develop services to bridge the 

gap. This is where the next level of growth will come from in telecommunications in 

Nigeria. 

 

1.5 Crude Oil  

Available data from the monthly report by the Organization of Petroleum Exporting 

Countries (OPEC) shows that the OPEC Reference Basket (ORB) continued to 

improve in December to move within a range of $85-90/b. The Basket followed an 

upward trend in December, in line with futures prices. It started the month at 

$84.13/b to move beyond $90/b at the beginning of the fourth week, supported by 

positive macroeconomic sentiments, signs of growing global oil demand and a 

brisk surge in heating oil demand because of the cold weather in Europe and most 

parts of the US. The sustained increase pushed the monthly average of the ORB  

Although there is scanty 

information about internet usage 

per head in Nigeria, our  

preliminary investigations show that 

it is very low and telecoms 

operators can develop services to 

bridge the gap. 
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to $88.56/b in December, up $5.73 or 6.9% from a month earlier. That was the 

highest level since the $96.85/b of September 2008. According to the report, 

following the fifth 

increase in a row, the 

ORB average for 2010 

stood at $77.47/b, the 

second highest ever 

following the $94.45/b of 

2008. Compared to a 

year earlier, the Basket 

increase by $16.39 or 

26.8%. The ORB 

average, minimum and maximum crude oil prices in 2010 are: US$77.47/b, 

US$66.84/b and US$90.87/b. The average price of oil in 2010 is above the 

benchmark for oil price of US$67/b in 2010 budget. 

 

The ORB averaged US$77.47/b in 2010, compared with US$56.71/b in 2009. The 

highest price of ORB in 2010 is US$90.87/b, which was attained on December 27, 

2010. 

 

According to OPEC, among the key factors contributing to the price surge is the 

early onset of winter weather. This has led to stronger heating oil demand as well 

as a decline in crude oil stocks above the seasonal average. Some forecasts 

calling for a revival of crude oil demand and a perceived potential for tightness in 

the market over 2011 have also contributed to the price rise. Additionally, bullish 

market sentiments and a surge in investment flows into major commodity markets 

including crude oil have also pushed prices higher. Indeed, speculative activities in 

the crude oil futures market, as represented by net long positions of money 

managers, reached a record high in the week ending 28 December 2010. 

Looking at the demand and supply data, OPEC notes that world oil demand is 

estimated to have grown by 1.6mb/d in 2010, following an upward revision of  

The ORB average, minimum and 
maximum crude oil prices in 2010 
are: US$77.47/b, US$66.84/b and 

US$90.87/b. 

The continued pace of the global 
economic recovery will have a 
considerable positive impact on 

world oil demand in 2011. 
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0.13mb/d since the December report. Extra consumption of heating and fuel oil 

boosted oil demand in December, more than offsetting weak demand for transport 

fuels. World economic activities were stronger than expected, resulting in more oil 

usage. Nevertheless, some of the increase was partially related to the low base 

line from 2009. The normal increase in driving distance in the US pushed gasoline 

consumption up, adding another 0.13mb/d to the countryôs gasoline pool in the 

fourth quarter. As usual, the holiday season positively affected transport fuel 

consumption in the northern hemisphere. In 2011, world oil demand growth is 

forecast at 1.2mb/d, representing a minor upward revision of 50tb/d. The 

continued pace of the global economic recovery will have a considerable impact 

on world oil demand in 2011. Also, given the latest upward revision in world GDP, 

world oil demand growth is forecast at 1.2mb/d averaging 87.3mb/d in 2011, only 

50tb/d higher than Decemberôs estimate. 

 

In addition, demand for OPEC crude for 2010 has been revised up by 0.1mb/d to 

currently stand at 29.0mb/d. This revision reflects mainly the upward adjustment in 

world oil demand. All the quarters saw an upward revision with the bulk of the 

adjustment occurring in the third quarter, which was revised up by 0.2mb, 

reflecting up-to-date data. With this adjustment, the demand for OPEC crude stood 

at the same level as 2009. The demand for OPEC crude for 2011 is projected to 

average 29.4mb/d, showing an upward revision of 0.2mb/d from the previous 

assessment, mainly due to the adjustment of world oil demand, as total non-OPEC 

supply including OPEC NGLs remained almost unchanged. 

 

On the supply side, non-OPEC oil supply growth in 2010 is estimated at 1.1mb/d, 

representing a slight upward revision from the previous assessment. In 2011, non-

OPEC oil supply is expected to increase by 0.4mb/d to average 52.9mb/d, 

following an upward adjustment of 40tb/d. The revision came partially from the US, 

China and Russia on the back of healthy production in the fourth quarter of 2010. 

According to OPEC, in December, total OPEC crude production is reported to 

average 29.23mb/d, the highest level since February 2010. 

In 2011, non-OPEC oil supply is 
expected to increase by 0.4mb/d to 
average 52.9mb/d, following an 

upward adjustment of 40tb/d.  

In 2011, world oil demand growth is 
forecast at 1.2mb/d. 
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1.6 External Reserves  

According to CBN, Nigeriaôs external reserves position as at December 31, 2010 

stood at US$32.35bn, representing a drop of 23.72%, compared with US$42.41bn 

as at December 31, 2009. In the January 24-25, 2011 communiqué, the Monetary 

Policy Committee (MPC) of the Central Bank of Nigeria (CBN) reaffirmed its 

conviction that a stable exchange rate regime is critical to maintaining price 

stability but noted that in the absence of complementary policies the regime is only 

sustainable at the cost of significant attrition in foreign reserves. The MPC, 

therefore, emphasized that the solution to reserve depletion lies in the 

implementation of appropriate reforms with regard to industrial and trade policies 

aimed at reducing import dependence, which are beyond the scope of monetary 

policy. According to the communiqué, substantial foreign exchange is expended 

annually on Joint Venture Calls (JVC) cash calls and importation of petroleum 

products due to the delay in implementing much needed reforms in the oil sector. 

This is in addition to the huge amounts spent on petroleum subsidies which are 

likely to increase with higher oil prices. The country is also expending huge foreign 

exchange on import of food items such as rice.  

 

FSDH Research noted earlier that the appreciation in the price of oil and the 

improved oil output in Nigeria following the peace in the Niger Delta region did not 

reflect in the level of external reserves in 2010. We added that, government may 

be limiting the amount of foreign exchange earnings that is saved in foreign 

account in order to access additional funds for domestic spending and reduce  
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According to the CBN, Nigeriaôs 
external reserves position as at 
December 31, 2010 stood at 
US$32.35bn, representing a drop 
of 23.72%, compared with 
US$42.41bn as at December 31, 
2009. 
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external borrowing. We consider this a good strategy as it will help to reduce 

external financing charges. Another school of thought believes the consistent drop 

in the external reserves since 2008 is as a result of decline in the value of the 

underlying foreign instruments which the CBN invests the reserves in. We urge the 

CBN to make public the instruments in which the reserves are invested to aid 

healthy economic analysis and debate. 

1.7 Sovereign Wealth Fund (SWF) 

The National Economic Council (NEC), which includes the 36 State Governors 

and the Federal Executive Council (FEC) have approved the establishment of the 

National Sovereign Wealth Fund (SWF) and the Bill for its establishment is 

currently awaiting the National Assemblyôs consideration and approval. The SWF 

is meant to address some of the complexity and constitutional challenge with 

respect to the Excess Crude Account (ECA). It is planned that the SWF will be 

made up of three separate funds: an intergenerational savings fund, an 

infrastructure development fund and a stabilization fund, which will serve as a 

secondary source of funding supporting the ECA in periods of budgetary deficit. 

The FG intends to establish the SWF by the end of the current Presidential 

administration. 

 

An important proposed characteristic of the SWF that differentiates it from the ECA 

is that it is intended to function independently of political pressures, with more 

rigorous measures for withdrawals and transparency regarding use of the funds. 

About US$1bn from the ECA has already been dedicated as funding for the SWF. 

In the future, it is proposed that the SWF will be funded primarily through a portion 

of the positive difference, between the revenue generated by the price of oil per 

barrel included in the budget for the year and the actual revenue received in that 

year. The portion of funding that would be allocated to the SWF is yet to be 

determined. 

 

FSDH Research supports this measure as it will instill more discipline in political 

office holders in managing windfall income of the country.  

We urge the CBN to make public 
the instruments in which the 
reserves are invested to aid healthy 

economic analysis and debate.  

The SWF is meant to address 
some of the complexity and 
constitutional challenge with 
respect to the Excess Crude 

Account (ECA). 

It is planned that the SWF will be 
made up of three separate funds: 
an intergenerational savings fund, 
an infrastructure development fund 

and a stabilization fund.  
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1.8 External Debt  

Available data from the Debt Management Office (DMO) shows that the total 

Nigeriaôs external debt stock as at December 31, 2010 stood at US$4,578.76mn 

representing an increase of 0.98% from the September 30, 2010 figure of 

US$4,534.19mn. The DMO attributed the increase in the external debt stock   to 

additional disbursements on existing loans and exchange rate variations. The 

external debt as at December 2010 represents 2.13% of the GDP and 13.05% of 

total debt stock of N5,234.84bn. The level of external debt also represents an 

increase of 16% over 

US$3,947.30mn as 

at December 31, 

2009.  

 
The breakdown of 

the debt showed that 

92.12% was owed to 

Multilaterals (which 

includes World Bank Group, International Fund for Agricultural Development 

(IFAD), African Development Bank Group (ADB), International Development Bank 

(IDB) and Economic Development Fund (EDF). The balance of 7.88% was owed 

to Non-Paris Group of creditors.  

 

In 2010, the actual external debt service payments amounted to US$354.42mn. 

The breakdown of the payments are: Principal: US$252.83mn representing 

71.34%; Interest/Service Fee: US$100.430mn representing 28.34%; Deferred 

representing 0.10%; Penalty Interest: US$0.05mn representing 0.01%; 

Commitment Charges: US$1.90mn representing 0.54%; other charges: 

US$0.04mn representing 0.01%; and a Waiver/credit of US$1.36mn representing 

(0.38%). 

 

 

 

The external debt as at December 
2010 represents 2.13% of the GDP 
and 13.05% of total debt stock of 

N5,234.84bn.  

79.18%

9.01%

0.07%

2.55%
3.56%4.32%4.32%

Nigeria External Debt Stock in December 2010 

Multilateral IFAD ADB
IDB EDF Non-Paris Bilateral
Non-Paris Commercial
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The creditors of the Nigeriaôs external debt stock as at December 2010 are divided 

into Multilateral:60%, Oil warrants:12%, Non-Paris Bilateral:7% and Non-Paris 

Commercial: 21%. 

 

 

Recently, the Federal government decried the increasing rate at which federal and 

state government establishments acquire foreign loans. Government feared the 

country returning to the periods when it was highly indebted to the London and 

Paris Club of creditors. It emphasized the need for foreign loans to be tied directly 

to productive activities that would generate revenue, improve economic 

development, increase GDP and increase employment in the country. It also 

directed the DMO to constantly update the debt status of every state and the 

Federal government so that before states proceeds to acquire a new loan, it would 

have examined its debt profile and be satisfied that it has the capacity to repay the 

loans. In addition, the Finance Minister has assured all stakeholders that the ratio 

of total debt to GDP will not exceed 25%. 

 

 

 

 

 

 

 

 

 

The domestic debt stock as at 

December, 2010 represents about 

14.21% of the GDP and 86.95% of 

the total debt stock of N5, 234.84bn.  

71.34%

28.34%

0.04%

0.10%

0.01%-0.38%

0.54%

0.01%

External Debt Service Payments in 2010
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Deferred Principal

Deferred Interest
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1.9 Domestic Debt  

The DMO puts the countryôs domestic debt stock at N4,551.82bn, as at December 

31, 2010,  representing an increase of 41.01% from N3,228.03bn as at December 

31, 2009 and up from N4,229.63bn as at September 2010 representing an 

increase of 7.62%. The domestic debt stock as at December, 2010 represents 

about 14.21% of the GDP and 86.95% of the total debt stock of N5,234.84bn. The 

breakdown of the total debt stock by instruments type as at December 2010 shows 

that the FGN Bonds accounted for N2,901.60bn representing 63.75%; Nigerian 

Treasury Bills (NTBs) accounted for N1,277.10bn, representing 28.06%, Treasury 

Bonds (TBs) accounted for N372.90bn, representing 8.19%; while Development  

Stocks (DSs) accounted for N0.22bn, representing 0.005%. Domestic Debt by 

holder type as at December 2010, shows that CBN accounted for 7.54%, Banks & 

Discount Houses ï 57.23%, Non-Bank Public ï 32.06% and Sinking Fund ï 

3.17% of the total of N4,551.82bn. 

 

The relative size of the domestic debt held by non-bank public is increasing, 

buttressing the investorôs reclassification of their investments in a safe instrument 

and to take advantage of the high yields the instruments offered. As at December 

2010, the domestic debt service payments including refinancing were N671.89bn. 

Of the N671.89bn paid in the period under review, N65.07bn (9.68%) of the 

amount paid represents the interest on Nigerian Treasury Bills (NTBs), N231.11bn  

 

The relative size of the domestic 
debt held by non-bank public is 

increasing. 

63.75%

28.06%

8.19%0.005%

Domestic Debt Stock Outstanding by 

Instrument Type as at Dec. 2010
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Domestic Debts Outstanding by Holder Type as 
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(34.40%) of the 

amount paid 

represents the 

interest on FGN 

Bonds, N57.60bn 

(8.57%) of the 

amount paid 

represents the 

interest and principal 

on Treasury Bonds, N346.25mn (0.05%) of the amount paid represents 

Development Stocks, and N317.76bn (47.29%) of the amount paid represents 

FGN Bonds Refinanced and promissory note that was capitalized & restructured. 

The total public debt stock in the country (addition of external and domestic debts 

ï N5,234.84bn) as at December 2010 represents about 16.34% 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 fiscal sustainability 

space.  

 
1.10 Inflation Rate  

As noted in our August 20, 2010 edition of the Weekly Nigerian Capital and Money 

Market report, the revised Consumer Price Index (CPI) released by the National 

Bureau of Statistics (NBS) provides a clear direction on the area for the policy 

makers at the Central Bank of Nigeria (CBN) to focus on in order to achieve a 

sustainable single digit inflation rate in Nigeria. The revised CPI is based on 

ñNigeria Living Standard Surveyò (NLSS) 2003/2004 with November, 2009 as the 

new base period for the computation of CPI and all the consumption expenditure 

data revalued to the new base period. The NBS added that the previous May 2003 

and September 1985 based Indices are being continued using factors derived 

from the new CPI. 

 

 

It may be difficult to conclude that 
the inflation rate numbers had been 
understated. This is because the two 
computations have different 
weightings in the CPI basket  
 

9.68%
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Domestic Debt Service (Matured FGN Bonds & 

Refinanced) as at December 2010
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The new and the old weightings are as follows: Food 50.7% (old:63.76%); 

Housing, Water, Electricity, Gas & Other Fuels 16.73% (old:18.10%); Alcoholic 

Beverage, Tobacco & Kola 1.09% (old:2.06%); Clothing & Footwear 7.65% 

(old:3.21%); Furnishing & Household Equipment & Maintenance 5.03% 

(Old:3.82%) Healthcare 3% (old:1.36%); Transport 6.51% (old:4.24%); 

Communication 0.68%  (old:0.11%); Recreation & Culture 0.69% (old:0.89%); 

Education 3.94% (old:0.21%); Restaurant & Hotels 1.21% (old:1.29%) and 

Miscellaneous Goods & Services 1.66% (old:0.30%). The following components: 

Education, Transportation, Health, Furnishing & Household Equipment & 

Maintenance and Clothing & Footwear had significant upward revision in the new 

CPI from the old CPI and still contribute significantly to the index. FSDH Research 

analysis on the revised inflation rate (y-o-y) and old figures between November 

2009 and July 2010 shows that the revised inflation rates were consistently higher 

than the old rates. It may be difficult to conclude that the inflation rate numbers in 

Nigeria had been understated as a result of this because the two computations 

have different weightings in the CPI basket, but what it reveals is the areas policy 

makers need to pay attention to in order to achieve single digit inflation rate in 

Nigeria.  
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The Consumer Price Index (CPI) for the month of December 2010, released by the 

National Bureau of Statistics (NBS), showed that inflation rate (year-on-year) in 

Nigeria dropped marginally by 1% to 11.8% from 12.8% recorded in the month of 

November 2010. The latest inflation figure of 11.80% represents the lowest level 

recorded since October 2009. According to NBS, the Composite Consumer Price 

Index (CCPI) stood at 114.2 points in the month of December 2010 an increase 

from 112.8 recorded in November 2010. The percentage change in the average 

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

CPI for the previous twelve-month period was 13.7%, slightly lower than 13.9% 

recorded in the previous month. Core Inflation (that is all items less farm produce 

and energy) stood at 10.35% year-on-year. The Urban All Items monthly Index 

rose by 0.4%, while the corresponding rural Index increased by 2% in December 

2010, compared with the preceding month. 

The year-on-year average CPI as at December 2010 for Urban and Rural dwellers 

rose by 10.7% and 12.7%, respectively. The inflation rate is lower than FSDH 

Research forecast range of 12.5% - 14.5% for 2010. 

At 115.4 points, the Composite Food Index (CFI) rose by 0.9% in December 2010, 

compared with the 

previous month level of 

114.4 points. The 

increase in the Index 

was caused by 

increases in the prices 

of food like meat, fish, 

oil and fats, vegetables 

and fruits mainly due to 

the festive season. The 

level of the CFI was higher than the corresponding level a year ago by 12.7%. The 

average annual rate of rise in the index was 14.7% for the 12-month period ended 

December 2010. The All Items Less Farm Produce Index which excludes the  

The CPI for the month of December 
2010, released by the NBS, showed 
that inflation rate (year-on-year) in 
Nigeria dropped marginally by 1% to 
11.8% from 12.8% recorded in the 
month of November 2010.  
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The inflation rate is lower than 
FSDH Research forecast range of 

12.5% - 14.5% for 2010. 
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prices of agricultural produce increased by 0.7% in December 2010 when 

compared with November 2010. NBS said the increase was mainly on clothing 

and footwear and some household items. In the twelve month to December 2010, 

the Index rose by 10.9%, while the average annual rate of growth in the Index was 

12.4% for the 12-month period ended November 2010. Also, at 115.4points, the 

composite Imported Food Index (IFI) increased by 0.26% from 115.1 points 

recorded in November 2010.   

It would be recalled that the Monetary Policy Committee (MPC) of the Central 

Bank of Nigeria (CBN) in its November 23, 2010 meeting noted the high economic 

growth rate and the progress made towards restoring stability in the banking 

system. It however observed, with concern, the continued high inflation rate and 

reiterated the urgent need for fiscal consolidation and the continuation of 

comprehensive economic and structural reforms to remove supply-side 

bottlenecks. The MPC in its policy stance maintained the Monetary Policy Rate 

(MPR) at 6.25%, adjusted the asymmetric corridor of interest rates by +/-200 basis 

points, implying Standing Lending Facility (SLF) rate of 8.25% and Standing 

Deposit Facility (SDF) rate of 4.25%. In the January 2011 meeting, the MPC 

continued with its tight monetary policy by increasing the MPR by 25basis points, 

raising Cash Reserve Ratio (CRR) from 1% to 2% and Liquidity Ratio (LR) from 

25% to 30%.  

The target of the CBN is to achieve a single digit inflation rate in Nigeria. Although 

the declining trend in inflation rate recorded since September 2010 is a welcome 

development to analysts, investors in fixed income securities and other fund 

managers who consider inflation rate in making investment decision, we note that 

the supply bottleneck and rigidities in the economy may make the achievement of 

a sustainable single digit inflation rate in Nigeria a difficult task. We particularly 

observed the 0.88% increase in the imported food index between October and 

November, 2010. This has some impacts on the overall inflation figure in Nigeria. 

The last figure from the NBS on the structure of the Nigerian economy is such that 

agriculture accounts for 44.3% of outputs. An economy of this nature should be  

The supply bottleneck and rigidities 
in the economy may make the 
achievement of a sustainable single 
digit inflation rate in Nigeria a difficult 

task.  
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self-sufficient in terms of food production if appropriate policies are in place to 

encourage the use of modern farming techniques.   

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.  

We hold the view that rejuvenating agriculture in Nigeria will not be possible until 

the following factors are addressed. Development of good transportation system 

(road, sea and rail); increasing electricity generation that can support appropriate 

storage facilities of farm produce; appropriate funding of the universities of 

agriculture where intensive research can be carried out to improve farming 

processes to increase production. And finally, deliberate policies to make finances 

available to the sector at concessionary terms. Adopting these measures, to 

position agriculture, will enable it produce enough to feed the nation and meet the 

intermediate input requirements of the manufacturing sector to reduce costs and 

thus position the economy on a path of sustainable single digit inflation rate 

regime.                                                                                                                                 

 
1.11 Unemployment  

The latest unemployment rate in Nigeria stands at 19.70% as at March 2009 

according to the Labour Force Statistics released by the National Bureau of 

Statistics (NBS). The statistics is a product of the labour force survey conducted in 

March, 2009. The unemployment rate at 19.70% is the highest in Nigeria since the 

year 2000 and represents a massive jump over the rate of 14.9% recorded in 

2008.The lowest unemployment rate released between 2000 and 2009 is 11.9%. 

The total labour force in Nigeria is made up of all persons aged 15-64 years 

excluding students, home keepers, retired persons and stay-at-home to work or 

not interested. Unemployment in Nigeria is defined as the proportion of labour 

force that was available for work but did not work in the week preceding the survey  

Adopting appropriate measures to 
position agriculture will enable it 
produce enough to feed the nation 
and meet the intermediate input 
requirements of the manufacturing 
sector to reduce costs and thus 
position the economy on a path of 
sustainable single digit inflation rate 

regime.  

The latest unemployment rate in 
Nigeria stands at 19.70% as at 

March 2009.   
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period for at least 39hours. The Statistical News is a collaboration of the efforts of 

the NBS, Central Bank of Nigeria (CBN) and the Nigerian Communication 

Commission (NCC). The NBS says the objectives of the survey are to measure 

the magnitude and distribution of principal indicators on unemployment in a timely 

fashion. 

A quick look at the unemployment statistics published by NBS shows that 

unemployment rate recorded in the rural area of the country at 19.8% is slightly 

higher than the unemployment rate of 19.20% recorded in the urban area. Among 

the educational groupings, secondary school recorded the highest unemployment 

rate of 23.8% closely followed by 22.3% recorded among people categorized as 

below primary school attendees.  Looking at the age grouping, the age group 

between 15 and 24 recorded the highest unemployment rate of 41.60% while the 

lowest unemployment rate was recorded in age group 45-59. 

The unemployment rate among female stood at 23.3%, while that of male stands 

at 17%. Looking at the distribution by state, Bayelsa State recorded the highest 

unemployment rate of 38.37%, closely followed by Katsina at 37.3%, while Plateau 

State recorded the lowest unemployment rate of 7.1%, followed by Ogun at 8.5%.    

FSDH Research is of the opinion that the recent financial market crisis in the 

country fueled the unemployment situation. Other causes of high unemployment in 

Nigeria include: Gross mismanagement of national resources leading to wasteful 

spending and misappropriation of funds and priorities; neglect of the important 

sectors such as agriculture where the country has comparative advantage; weak 

infrastructural facilities in the country that did not aid rapid industrialization; and 

lack of political will to implement certain policies that can open up the Nigerian 

economy to private sector participation. One of such is the unwillingness on the 

part of the government to implement full deregulation in the downstream sector of 

the oil and gas industry. Another cause is the weak educational system that is not 

adequate to equip youths with requisite technical and entrepreneurial skills.    

 

The unemployment rate among 
female stood at 23.3%, while that of 

male stands at 17%.  

Looking at the distribution by state, 
Bayelsa State recorded the highest 
unemployment rate of 38.37%, 
closely followed by Katsina at 
37.3%, while Plateau State recorded 
the lowest unemployment rate of 

7.1%, followed by Ogun at 8.5%.    
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Unemployment has far reaching consequences on the Nigerian economy. Some of 

which are:  social unrest, human capacity under-utilization, the unemployed youths 

are readily available to be used as political thugs, increased poverty amongst the 

citizenry, social alienation and weak purchasing power among others. In order to 

address this situation, the present administration under the leadership of President 

Goodluck Jonathan has inaugurated a job creation committee, with the task to 

come up with specific recommendations to aid job creation in the country. 

 

2.0 Financial Market 

 2.1 Bond Market 

The primary market segment of the bond market witnessed huge patronage and 

subscription during the period under review as a result of the following reasons:  

ü The increase in interest rate, especially in Q3 2010, which accounted for 

high coupon for new offers, higher marginal rates for re-opening, and drop 

in prices of bonds at the secondary market. All these helped to increase 

yield in the market;  

ü Huge liquidity in the financial system looking for investment outlets 

following the unwillingness of banks to lend to the real sector of the 

economy; and 

ü Investors switched to the market trading return for safety. 

 

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

(FGN), offered a total of N1,073.12bn worth of FGN Bonds, 74.65% higher than 

the N614.44bn offered in 2009.The total subscription in 2010 was N2,141.84bn, 

up by 71.46% from N1,249.16bn subscribed in 2009. The subscription level in 

2010 stood at 199.59%  and was 3.71% lower than the subscription level of 

203.30% recorded in 2009.The total amount of FGN Bond sold in 2010 was 

N1,083.16bn, up by 73.05% from N625.94bn sold in 2009. The good gesture of 

the Federal Government to encourage the development 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  

The primary market segment of the 
bond market witnessed huge 
patronage and subscription during 

the period under review.   
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direction. FSDH Research maintains that this will soon lower the financing cost for 

corporate organizations in Nigeria as bonds is cheaper than bank loans. It has 

also encouraged the issuance of new corporate bonds in the market. UACN 

Property Development Company Plc and Flour Mills of Nigeria Plc Bonds are good 

examples. In addition, the liquidity status granted to the state government bond 

has added another boost to the development of the sub-national debt market in 

Nigeria.  

 

The DMO offered 3-year, 5-year, 7-year, 10-year and 20-year FGN Bonds during 

the period under review. However, in the corresponding period of 2009 it offered 3-

year, 5-year, 10-year and 20-year FGN Bonds. Most of the bonds offered in FY 

2010 were re-openings, except at the 3-year FGN Bond auction which was issued 

in February 2010 and 5-year FGN Bond auction which was issued in April 2010.  

 

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

lower average coupon than the 3-year bonds issued in FY 2009.  

 

The 3-year FGN Bonds offered in January 2010 was a re-opening, and carried 

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 July 2010, when it went down to 3% in August 

and reverted back to 5.50% in September 2010. The average coupon rate in FY  

2010 is 5.71%, lower than the average of 10.29% in FY 2009. The highest coupon 

rate on 3-year FGN Bonds issued in FY 2010 was 10.50% while the lowest was 

3%.  A total of N347.20bn worth of 3-year FGN Bond was sold in FY 2010, higher 

by 43.77% from N241.50bn sold in FY 2009. The Bond received higher 

subscription level of 205.89%, up from 179.55% in 2009. However, the average 

marginal rate on the bond in 2010 at 7.72% was lower than 9.59% in 2009. 

 

The 5-year FGN Bonds issued in FY 2010 received a lower average coupon than 

the 5-year bonds issued in FY 2009. The 5-year FGN Bonds offered in April 2010  

 

The liquidity status granted to the 
state government bond has added 
another boost to the development of 
the sub-national debt market in 

Nigeria.  

The DMO offered 3-year, 5-year, 7-
year, 10-year and 20-year FGN 
Bonds during the period under 

review. 
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was a new issue, and it carried a coupon rate of 4%, lower than 10.50% in FY 

2009. The Bond carried an average marginal rate of 8.66% in FY 2010, lower than  

10.39% in FY 2009. The highest marginal rate on 5-year FGN Bonds issued in FY 

2010 was 12% in December 2010, while the lowest was 4% in April 2010. A total 

of N205bn worth of 5-year FGN Bond was offered and sold in FY 2010, higher by 

21.30% from N169bn offered and sold in FY 2009. The Bond received higher 

subscription level of 199.20%, up from 184.54% in FY 2009. 

 

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

coupon of 7% same as in FY 2009. The average marginal rate on the Bond was 

7.10%, while it was 7% in FY 2009. The bond received a higher subscription level 

of 225% in FY 2010 higher than 221.07% in FY 2009.  

 

The 20-year FGN Bond issued in FY 2010 received a lower average coupon than 

the 20-year FGN Bond issued in FY 2009. All the 20-year FGN Bonds offered in 

the first six months of 2010 were re-openings, and carried coupon rate of 8.50%. 

New issue was made in July 2010 with a coupon of 10%. The average coupon 

rate in FY 2010 was 9.67%, lower than 13.04% recorded in FY 2009. The average  

marginal rate on the 20-year FGN Bond offered and sold in FY 2010 was 10.50%, 

while it was 11.63% in FY 2009. A total of N370bn worth of FGN Bond was offered 

in FY 2010, higher by 99.53% than N185.44bn in FY 2009. The subscription level 

stood at 213.78%, lower than 246.98% recorded in FY 2009. DMO sold a total of 

N398.15bn 20-year FGN bond in FY 2010, 114.71% higher than N185.44bn in FY 

2009. 
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CBN held 7.54%, Banks and 
Discount Houses: 57.23%, Non-
bank Public: 32.06% and Sinking 
Fund: 3.17% of the total domestic 

debt as at 2010. 
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A look at the total domestic debt of N4,551.82bn by holder type as at December 

2010, reveals that the Central bank held 7.54% (343.14bn), Banks and Discount 

Houses: 57.23% (2,605.01bn), Non-bank Public: 32.06% (1,459.30bn) and 

Sinking Fund: 3.17% (N144.37bn).  

Meanwhile, the DMO intends to raise a total of N186.5bn through domestic market 

in Q1 2011. The issue is made up of N96.5bn and N90bn in 3-year and 5-year 

bonds respectively. The amount is lower N238.5bn DMO raised in the market 

through bond auction in the corresponding period of 2010. 

 

 

 

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

4 & 5 below.   

 

 

 

 

 

 

 

 

 

 

 

 

Table 3:Bonds Issuance Calendar in Q1 2011 (Nõbn)-Provisional Figures 

 

Auction Date 

Tenors  

Total 3 Years 5 Year 

January 19, 2011 30 30 60 

February 16, 2011 36.50 30 66.5 

March 16, 2011 30 30 60 

Total 96.5 90 186.5 
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Table 4: 2010 FGN  Bonds Issues 

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 

21 April 2010 3 30.00 36.30 121.00 30.00 5.50 

21 April 2010 5 20.00 68.72 343.60 20.00 4.00 

21 April 2010 20 30.00 51.15 170.50 30.00 8.50 

19 May 2010 3 25.00 26.05 104.20 25.00 5.50 

19 May 2010 5 25.00 26.20 104.80 25.00 4.00 

19 May 2010 20 30.00 43.46 144.87 30.00 8.50 

23 June 2010 3 30.00 98.10 327.00 30.00 5.50 

23 June 2010 5 30.00 64.21 214.03 30.00 4.00 

23 June 2010 20 20.00 67.02 335.10 20.00 8.50 

21 July 2010 3 35.00 77.00 220.00 35.00 5.50 

21 July 2010 5 35.00 61.34 175.26 35.00 4.00 

21 July 2010 20 35.00 73.28 209.37 35.00 10.00 

18 August 2010 3 35.00 82.69 236.26 35.00 3.00 

18 August 2010 5 35.00 50.88 236.26 35.00 4.00 

18 August 2010 20 35.00 69.29 197.97 35.00 10.00 

22 September 2010 3 40.00 65.65 164.13 40.00 5.5 

22 September 2010 5 40.00 81.20 203.00 40.00 4.00 

22 September 2010 20 40.00 101.24 253.10 40.00 10.00 

22 October 2010 3 40.00 37.78 94.45 26.67 5.50 

22 October 2010 7 62.81 54.10 86.13 37.50 9.25 

22 October 2010 20 40.00 68.17 170.43 58.76 10.00 

18 November 2010 3 20.00 34.53 172.65 22.03 5.50 

18 November 2010 7 25.31 30.90 122.09 25.31 9.25 

18 November 2010 20 25.00 61.51 246.04 34.39 10.00 

17 December 2010 3 25.00 41.32 165.28 25.00 5.5 

17 December 2010 5 20.00 55.80 279.00 20.00 4.00 

17 December 2010 20 25.00 44.44 177.76 25.00 15.00 

TOTAL  1,073.12 2,141.84 199.59 1,083.16  
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Table 5: 2009 FGN Bonds Issues 
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 

22 April 2009 3 35.00 39.44 112.69 65.00 9.92 

22 April 2009 5 25.00 40.06 160.24 46.00 10.50 

22 April 2009 20 10.00 33.18 331.80 10.00 15.00 

20 May 2009 3 20.00 35.89 179.45 20.00 10.50 

20 May 2009 5 20.00 48.44 242.20 20.00 10.50 

20 May 2009 20 10.00 33.28 332.80 44.56 12.49 

17 June 2009 3 20.00 40.07 200.35 20.00 10.50 

17 June 2009 5 10.00 35.69 356.90 10.00 10.50 

17 June 2009 20 20.00 43.92 219.60 20.00 12.49 

15 July 2009 3 20.00 51.36 256.80 20.00 10.50 

15 July 2009 5 20.00 40.42 202.10 20.00 10.50 

15 July 2009 20 20.00 46.44 232.20 20.00 12.49 

19 August 2009 3 20.00 36.16 180.80 20.00 10.50 

19 August 2009 5 20.00 39.81 199.05 20.00 10.50 

19 August 2009 20 20.00 45.29 226.45 20.00 12.49 

16 September 2009 3 20.00 35.00 175.00 20.00 10.50 

16 September 2009 5 14.00 29.86 213.29 14.00 10.50 

16 September 2009 20 20.00 37.73 145.12 26.00 12.49 

21 October 2009 3 20.00 32.89 164.45 31.50 10.50 

21 October 2009 10 10.00 35.89 358.90 10.00 7.00 

21 October 2009 20 19.44 42.84 220.37 19.44 12.49 

18 November 2009 3 15.00 43.40 289.33 15.00 10.50 

18 November 2009 10 20.00 30.43 152.15 20.00 7.00 

18 November 2009 20 30.00 74.16 247.20 30.00 8.50 

TOTAL  614.44 1,249.16 203.30 625.94  
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2.2 Review of Nigerian Banking System 

The banking industry has undergone tremendous shakeup within the last one year 

and half years following the announcement of the sack of the Managing Directors 

of some Nigerian banks that failed the CBN and the Nigerian Deposit Insurance 

Corporation (NDIC) joint audit test on August 14, 2009. The CBN gave a directive 

to all Nigerian banks to adopt December as uniform financial year in order to 

eliminate inter-bank transactions which conceal the true financial position of each 

of the operators. The CBN also introduced a new reporting format for banks 

unaudited and audited financial statement in order to show more credibility and 

transparency in the banksô financial statements. The new reporting format and 

uniform financial year end took effect in September, 2009 and December 2009 

respectively. 

The CBN mandated all Nigerian banks to make full provision in their December 

2009 Audited Accounts for their non-performing and bad assets which led to huge 

provisioning amounting to over N2trn. This shrank the balance sheet size of the 

banking industry and resulted in unwillingness and inability of the banks to lend to 

the private sector in order to support growth. According to the CBN, the total 

monetary aggregate for 2010 fell short of the target.  Aggregate credit to the 

domestic economy (net) was sluggish at 6.13% in December 2010 compared with 

59.6% in December 2009 and the target of 55.54% for 2010. While credits to 

government grew by 87% in 2010, on account of flight to safety as banks invest 

heavily in treasury bills and Federal Government of Nigeria (FGN) bonds, credits 

to the private sector contracted by 4.92%, below the target growth of 31.54% for 

2010. The reluctance of banks to lend to the private sector of the economy 

brought about liquidity glut in the financial system and reduced drastically the 

deposit generating drive of Nigerian banks and consequently inter-bank rates and 

deposit rates dropped without a corresponding drop in the lending rate.    

The Monetary Policy Committee (MPC) of the CBN, during its meeting of July, 

2010 noted that the key policy challenges remained the negative growth in money  

 

The CBN mandated all Nigerian 
banks to make full provision in their 
December 2009 Audited Accounts 
for their non-performing and bad 
assets which led to huge 
provisioning amounting to over 

N2trn.  

Credits to government grew by 87% 
in 2010, on account of flight to 
safety as banks invest heavily in 
treasury bills and Federal 
Government of Nigeria (FGN) 
bonds, credits to the private sector 
contracted by 4.92%, below the 

target growth of 31.54% for 2010.  
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supply and private sector credit as well as subsisting high lending rate in the face 

of declining inter-bank rates. The MPC however retained the Monetary Policy Rate 

(MPR) at 6% and maintained the 5% and 2% below and above the MPR as 

deposit facility rate and standing lending rate respectively. 

FSDH Research had recommended the removal of the 1% effective deposit facility 

rate as we believe a number of banks use the window for their excess funds 

thereby reducing the amount of money that would have been channeled to 

productive lending. We however believe that banks will resume lending to the 

economy very soon following a number of measures that the CBN has put in 

place. Some of which are partial guarantee of the lending to the Small and 

Medium Scale manufacturers, the continued efforts of the Bank of Industry (BoI) to 

extend soft credits to the SME and the intervention fund of N300bn that the CBN 

recently released to the BoI for onward lending to the private sector of the 

economy (power and aviation sectors) at 7% interest rates. Also the finalization of 

the CBN guidelines such as the guidelines on margin loan, granting liquidity status 

to state government loans, and the prudential guidelines for Deposit Money Banks 

(DMBs) in Nigeria (which took effect from July 01, 2010) should provide a clearer 

direction for banks to resume lending. The latest development is the establishment 

of the Asset Management Corporation of Nigeria (AMCON).   

 

The CBN and the Federal Ministry of Finance spearheaded the establishment of 

AMCON to purchase non-performing loans from deposit money banks and 

recapitalize the affected banks. The Bill was signed into law by President 

Goodluck Jonathan on July 19, 2010 and AMCON has since commenced 

operations     

 

According to the CBN, it is expected that AMCON will help to stimulate the 

recovery of the financial system through the following:  

1. Providing liquidity to the intervention banks and other banks that have 

huge non- performing assets which have been provided for.  

We however believe that banks will 
resume lending to the economy 
very soon following a number of 
measures that the CBN has put in 

place.  
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2. Provide capital to the intervention banks and the remaining banks.  

3. Facilitate merger and acquisition transactions, strategic partnership and 

attracting institutional investors.  

4.  Increase confidence in the bank balance sheets and therefore increase credit 

creation.  

5.  Increasing access to restructuring/refinancing opportunities for borrowers.  

 

As at December, 2009 the shareholders funds of the intervention banks stood at a 

negative N1.46trn while the shareholdersô funds of the remaining banks stood at 

N1,921bn as shown on the charts below. 

 

 

Available data from the CBN shows that the total assets of the banking industry in 

May 2010 stood at N14,699bn a marginal growth of 0.73% over N14,593bn in 

January 2010. According to CBN, 10 top banks accounted for 71.87% of the 

industry assets while the foreign owned banks operating in Nigeria control 4.82% 

of the industry assets. Total industry advances and lease (net) stood at N6,228bn 

as against N6,058bn in January, 2010 representing a marginal growth of 2.81% 

while investment in government securities stood at N935bn an increase of 21.90% 

over N767bn in January 2010. This growth supports the flight to safety strategies 

employed by banks. 
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Shareholders' Funds of Intervention Banks: Dec. 
2009(N'mn)

As at December, 2009 the 
shareholders funds of the 
intervention banks stood at a 
negative N1.46trn while the 
shareholdersô funds of the 
remaining banks stood at 
N1,921bn.  

Available data from the CBN shows 
that the total assets of the banking 
industry in May 2010 stood at 
N14,699bn a marginal growth of 
0.73% over N14,593bn in January 

2010. 


