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                                                            Inauguration thoughts: Nigeria post handover 

 

Considering the significant role of political risk (and relief) in the 

major moves in domestic markets this year, the inauguration 

tomorrow represents a denouement of the transition saga, one that 

could similarly have major impact on economic and market 

direction. In filtering the divergent impulses variously instigated by 

government body language, recent economic events as well as client 

conversations over the past week in the capital city, we attempt to 

establish the broad strokes of our expectations for the initial direction 

post-inauguration. 

 

Fuel Subsidy to go 

The recent escalation of the fuel crisis and evidence of stranglehold 

on the economy brings the contentious issue of subsidy to the fore 

again. However, unlike 2012, the pain to both citizens and 

government appears to have created a new open-mindedness to the 

matter with several political figures having joined free-market 

advocates in calling for the abolition of the subsidy. Perhaps the 

greater belief in fiscal prudence of the new government is also a factor 

in the citizenry’s apparently more benign disposition, but while the 

question of viable alternatives (refineries) remain we would not be 

surprised to see an end to what has become a recurrent example of 

fraud and drain on government coffers. Indeed, the change could 

come as early as the inauguration. Already the prevailing effective 

market price is well ahead of the PPPRA’s all-in per litre cost of 

N130.25 as at this morning. 

 

 

Economic Snapshot 
 April 2015 Inflation Data/Indices 

  MoM YoY Prev YoY 
Headline 0.77% 8.6% 8.5% 
Food 0.93% 9.5% 9.4% 
All Items Less Farm 0.60% 7.7% 7.4% 
Imported food 0.86% 9.2% 8.8% 
Energy      0.57% 7.5% 7.3% 

    
Currency Markets   

  Latest Daily Chg YTD  

USDNGN        199.05   -0.03% -8.50%  

EURNGN        217.51   -0.11%   1.70%  

GBPNGN        304.15  0.01%  -7.01%  

JPYNGN         160.30   0.50%  -5.14%  

 
Monetary Aggregates – April 2015    

  (N’bn) MoM YoY  

M2 16,546 -1.6% 8.0%  

CPS 18,639 2.5% 11.8% 
 

NCG -914 1.6% -39.0%  

NFA 6,023 -6.4% -20.3%  

NDC 17,724 2.6% 16.8%  

 
External Position   

  Latest QoQ YoY  

Trade Balance (N’bn) 1,585 71.60% -34.6%  

External Reserves ($’mn) 29,789 -13.4% -21.3%  

Foreign Debt ($’mn)  9,711 2.02% 10.1%  

 
Growth Data – Q1 2015  

   (N’bn) %of total YoY  

Real GDP 16,050 100% 3.96%  

Agriculture 3,177 19.79% 4.70% 
 

Oil 1,677 10.45% -8.10%  

Services 5,905 36.79% 7.30%  

Wholesale and Trade 2,852 17.77% 6.47%  

Manufacturing 1,716 10.69% -1.75% 
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Fiscal consolidation: maybe, but not in a day 

There have been many reasons adduced for the optimism surrounding the 

imminent change of power and fiscal probity is at the forefront. Amid reports of 

self-adjustment by government officials and politicians, including last minute 

efforts to justify expenditure and anecdotes of refunds to the central purse, and 

the increased scrutiny from the new government, fiscal tightening seems nearly a 

given. Indeed, the outgoing President’s reported utterances within the last 24 

hours speak to the widespread perception that significant fund recovery could 

accrue to the government. However, even with the help of international bodies 

and foreign government in pursuing and plugging leakages we believe that it will 

take some time for the already depleted national purse to be built up and for 

even longer to reflect in actual spending and aid system liquidity. The need to 

sustain government’s operations in the interim means we see scope for a mild 

uptick in borrowing and yields in  Q3 14. This scenario assumes similar settling-

in delays with planned foreign currency borrowing and that oil markets doesn’t 

soften in the interim. 

 

Currency: surprise strength? 

Should the fiscal accountability and reduction of leakages from government 

manifest as expected and assuming the hints of 3 generations of CBN governors 

about increasing dollarisation/informal dollar demand being linked to these 

“outflows”, then it makes sense to expect some tempering of dollar demand a 

little further down the line as fiscal consolidation takes hold. The current CBN 

leadership, having earlier clearly fingered speculative demand in 2014 still has a 

posture that considers the problem ongoing. Whilst to us, the fundamental 

challenges to currency stability are clear, the effect of a curb in direct speculative 

demand and volatility that typically accompanies it could see reduced pressure 

on exchange rate and actually encourage demand legitimate purposes to face its 

intended path.  

 

 

 



 

 

ARM Research 

 

Markets to hold course 

Interestingly this does not change our base case for a 10% currency depreciation 

in H2 2015 as we again reiterate we believe the new government requires time 

to settle. Having also noted that potential depreciation was not sufficient basis to 

delay investment decisions, does this mean we envisage no strong foreign inflows 

until 2016—and ergo no strong market gains? In contrast, the prospects of US 

rate hikes suggest even little help from the foreign front in 2016 and we envisage 

a return to the 2014 dynamic in which domestic influences took a firmer hold on 

both equity and FI markets. Currently domestic capital appears more cautious 

than ever which is a bit of a paradox as the main policy directions of the new 

government appear self-evident. In all, while there’s scope to be surprised (and 

significantly so if that swing to domestic influences does happen) it looks more 

like status quo for equity markets for the rest of 2015 as any immediate boost 

subsequently wanes with FI markets likely to peter out of any Q3 jitters by year-

end. 
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