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NNPC sets January 1 deadline to 
exit  $8.4bn oil venture funding

S
tarting from January 1, 
2017, Nigeria will no 
longer fund its Joint 
Venture arrangement 
with International Oil 

Companies (IOCs).
Maikanti Baru, NNPC group 

managing director said this on 

OLUSOLA BELLO, KELECHI EWUZIE & ISAAC ANYAOGU November 16, while delivering a 
keynote address at the 34th edi-
tion of the Nigerian Association 
of Petroleum Explorationists 
(NAPE) 2016 conference.

 Baru disclosed that the NNPC 
would be exploring alternative 
funding mechanisms, which al-
low the joint venture businesses 
to finance their obligations by 

retaining operating costs and 
capital allowances.

 “Where necessary, external 
financing could also be sought 
to finance commercially viable 
and bankable capital projects, 
without recourse to the govern-
ment treasury,” said Baru.

The country will be saving 
a minimum of $700 million 

monthly or $8.4 billion from 
exiting the arrangement. This 
would also boost the NNPC’s 
contribution to the federation 
account, which is usually eaten 
up by the demand to fund joint 
venture cash calls.

The implication of this move 
is that the Joint Ventures will 
relieve government of the cash 
call burden by sourcing funds 
for their operations. Cash call 
underfunding in 2016 alone 
amounted to $2.5billion, bring-
ing total cash call areas to 
$8.5billion.

 Cash call is the counterpart 
funding which the NNPC pays 
yearly for the 60 per cent equity 
shareholding it owns in various 
oil and gas fields operated by 
International Oil Companies 
(IOCs) and indigenous oil firms 
and $712.46 million was ear-
marked for it in 2016 according 
to the NNPC’s September opera-
tions report.

 “The JV cash call exit model 
we are pursuing, guarantees 
government most of the revenue 
that normally accrues to it from 
the JV operations by lifting the 
Royalty and Tax Oil upfront.

 “This contributes 75% to 
85% of the accruable revenues 
to government. Consequently, 
the effect on government’s take 

Feeding at risk 
as companies 
buy up grains
ODINAKA ANUDU & JOSEPHINE OKOJIE

Th e  f o re i g n  e x c ha n g e 
crunch is forcing manu-
facturing companies to 

buy more of local grains to ramp 
up production but this is threat-
ening to take food off the tables 
of Nigerians.

 “Local sourcing of agro in-
puts by industries has increased. 
This has raised the demand for 
our produce and it is what is 
causing the scarcity at the mo-
ment,” Ike Ubaka, president, All 

Continues on page 4
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L-R: Shola Adeyemi, director, legal and regulatory affairs/company secretary, Airtel Nigeria; Nasir Ahmad el-Rufai, governor, Kaduna 
State, and Adebayo Shittu, minister of communications, at the Airtel stand during the on-going World International Telecoms Conference 
(ITU) in Bangkok, Thailand, yesterday.

Oil companies give 
conditions for new 
gas policy to succeed
OLUSOLA BELLO

The Oil Producers Trade 
Group  (OPTS) of the Lagos 
Chambers of Commerce 

says that Nigeria’s new gas policy 
will fail to achieve the disired in-
crease in gas production except 
there are enabling commercial 
and fiscal terms, a repayment of 
outstanding gas invoice arrears 
and a guarantee of adequate 
funding for gas development.

Other conditions that must be 

Continues on page 43
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NNPC sets January...
Continued  from 1

Tourists struggling to find cash in India

Tobacco firm Reynolds ‘stubs out $47bn BAT offer’

UK inflation rate falls to 0.9% in October

Facebook’s fake news crisis deepens

Tourists in India have been 
telling the BBC about problems 
they are facing after India made a 
big change to its currency system.

On Tuesday night, 500 (£6) 
and 1,000 rupee (£12) notes were 
removed from public circulation 
as part of a crackdown on cor-
ruption and illegal cash holdings.

US cigarette maker Reynolds 
American has rejected a buyout 
offer worth $47bn (£38bn) from 
British American Tobacco, ac-
cording to reports.

British American already 
owns 42% of Reynolds, the com-
pany behind brands including 
Camel and Newport.

Last month it proposed buy-
ing the rest of the business to 
create the world’s biggest to-
bacco firm.

The UK inflation rate regis-
tered a surprise fall in October, 
although there were signs that 
the pressure on consumer prices 
is starting to build.

Consumer Prices Index (CPI) 
inflation fell to 0.9%, from 1% in 
September, the Office for Na-
tional Statistics said.

Despite the best efforts of 
Mark Zuckerberg to downplay 
Facebook’s role in the election 
of Donald Trump, the scrutiny of 
how fake news is spread on the 
platform has intensified.

Buzzfeed News is reporting 
that “more than dozens” of Fa-
cebook employees have created 
an unofficial task force dedicated 
to addressing the issue.

US retail sales see strong growth
Retail sales in the US rose 

faster than expected in October, 
helped by strong car sales, fig-
ures have shown.

The data is the latest evidence 
that the US economy is growing 
strongly and adds to speculation 
that there could be an interest 
rate rise next month.

German economy slows in third quarter
Germany’s economic growth 

slowed in the third quarter of the 
year, dented by weaker exports, 
figures have shown.

Europe’s largest economy grew 
by 0.2% between July and Septem-
ber, half the 0.4% rate seen in the 
previous three months.

Briefs

L-R: Aminu Ismail, executive director, Asset Management Corporation of Nigeria (AMCON); Rafiu Ibrahim, chairman, Senate Commit-
tee on Banking, Insurance and other Financial Institutions; Ahmed Kuru, managing director/chief executive officer, AMCON; Samuel 
Anyanwu, vice chairman, Senate Committee and two other executive directors of AMCON, Eberechukwu Uneze and Kola Ayeye, at the 
just concluded retreat for the Senate Committee in Uyo, Akwa Ibom State.

would be minimised. We are 
working assiduously to kick-
start this from 1st January, 2017” 
Baru said.

 Industry experts say the 
deal is a good move because it 
eases funds needed for critical 
sectors of the economy, which 
are buried in paying debts, and 
demonstrates good value to 
Nigeria.

 “I agree it is a very good 
move by the NNPC,” said Chuks 
Nwani, energy lawyer and vice 
president, Powerhouse Inter-
national Limited, an energy 
consultancy.

 The IOC’s now literally at the 
end of their tether, will jump 
at any arrangement that will 
resolve the protracted dispute, 
which has contributed to stall-
ing final investment decisions 
on critical projects.

 Clay Neff, chairman of the 
Oil Producers Trade Section 
(OPTS) at a recent gas confer-
ence in Abuja, said the NNPC 
and its JV partners are working 
together to implement sustain-
able solutions that will fully 
fund JV budgets.

 “Since 2010, the funding level 
for NNPC’s share has not been 
sufficient to fully implement 
Joint Venture business plans. The 
persistent shortfall in funding 
constrains growth, as a signifi-
cant number of viable projects 
cannot progress,” he said. 

Ibe Kachikwu had earlier 
proposed funding mechanisms 
for the cash call debts, includ-
ing alternative funding options 
such as external financing, Al-
ternative Funding (AF), or Mod-
ify Carry Agreement (MCA).

 In external financing, com-
mercial banks provide funding 
for approved joint venture work 
programmes at cost-effective 
and market-driven borrowing 
rates.

 External financing is struc-
tured in such a way that the 
lenders have no recourse to the 
JV assets, as the loan is secured 
from forward sale of incremen-
tal volumes.

 Under Alternative Funding 
or Modified Carry Arrange-
ment, the IOC funds the NNPC 
share of the approved joint 
venture work programme. In 
exchange, the IOCs receive 
agreed after-tax Internal Rate 
of Return (IRR), while the loan 
is repaid via tax relief and crude 
oil liftings.

Feeding at risk as companies buy up...
Continued  from 1

Farmers Association of Nigeria 
(AFAN) told BusinessDay.

 Nigerian grains such as maize 
and wheat are becoming scarce 
in the Nigerian market as food 
and beverage companies such as 
Nigerian Breweries, Nestlé, Guin-
ness, International Breweries and 
flour millers pay for them at the 
point of harvest or before they 
are moved to the market. This is 
leaving less and less grains to sell 
to Nigerians who need the same 
crops as food on their table.

 Nigeria’s second biggest brew-
er, Guinness Nigeria plc is ramp-
ing up the use of maize and sor-
ghum sourced from local farmers 
from 43 percent to 87 percent 
over the next two years, accord-
ing to Peter Ndegwa, managing 
director, Guinness Nigeria Plc.

 The country’s biggest brewer, 
Nigerian Breweries (NB) Plc said 
in a sustainability report that it 
had improved on local sourcing 
of sorghum and maltose syrup 
derived from cassava.

Farmers who spoke with Busi-
nessDay confirmed that it is 
becoming much easier selling 
to manufacturers who are now 
seeking local input, as they get 
bulk cash from such companies.

 “Our patronage has increased 
tremendously from manufactur-
ing companies. Some of the crops 
we farm, such as dry maize, was 
once imported into the country 
before the foreign exchange 
crisis. But with the shortage of 
dollars, importers and manufac-
turers cannot bring in dry maize 
to sell and make profit, so they 
are now buying from us in large 

quantity,” said, Abiodun Olo-
rundenro, chief executive officer, 
Green Vine Farms.

Nigeria’s major grains are rice, 
wheat, maize and sorghum, with 
a production of 15.56 million 
metric tons and demand of 25.5 
million metric tons per annum, 
according to the Federal Minis-
try of Agriculture. This shows a 
demand-supply gap of 9.9 million 
metric tons per annum.

A ton of maize sells for N130,000 
(as at yesterday, November 15) as 
against N57,000  in December 
2015.  In January 2016, a ton of 
wheat was sold for N100,000, but 
this rose to  N140,000 in August 
2016. The price is about N160,000 
at the moment.

According to the Manufactur-
ers Association of Nigeria (MAN), 
local input in the food and bever-
age sector has edged up to 73.36 
percent since December 2015 as 
against 69.75 percent in Decem-
ber 2014.

 Garba Shehu, special assistant 
to President Muhammadu Buha-
ri on media and publicity,  had on 
Monday, raised an alarm in Kano 
over what he called “mindless 
export of Nigerian grains across 
our borders”, stating that unless 
the trend was curtailed, Nigerian 
markets would be bereft of food 
by January next year.

 Farmers and experts faulted 
this line of thought, saying that 
what is needed is to put measures 
in place to ramp up production.

“We should be talking about 
doing all-year-round farming and 
not depending on rain-fed farm-
ing. We have the arable land and 
population to make this happen. 
It takes three months to grow and 

harvest grains, so all-year-round 
farming is possible,” Muda Yusuf, 
director-general, Lagos Cham-
ber of Commerce and Industry 
(LCCI), said.

 “The more opportunities we 
have for export, the better for us 
as a country because of the dollar 
proceeds,” Yusuf said, adding that 
output can only increase when 
farmers have incentives and 
use mechanisation and modern 
farming techniques.

 Tunde Oyelola, chairman of  
the Manufacturers Association 
of Nigeria Export Group, said the 
government should adopt what is 
called ‘strategic reserves’.

 “When there is a bumper 
harvest, government needs to 
buy from farmers and store in 
silos.  Grains are not banned from 
export, so you expect farmers to 
sell and you also expect exporters 
to buy,” Oyelola said.

 Tunji Ademola, national presi-
dent, Maize Association of Nigeria 
(MAN) said, “To avert the scarcity 
of grains for next year, government 
must mobilise people to start 
farming grains. Provide farmers 
with improved seeds and mecha-
nisation. Farmers need incentives 
to farm all year round.”

 Jon Tudy Kachikwu, CEO of 
Jon Tudy Interbix, exporter of 
packaged foods to the USA, said 
government need to provide 
single-digit loans to farmers to 
enable them to expand.

“If you do not give them soft 
loans at a single-digit rate, or do 
not create an enabling environ-
ment for them, how will they 
raise output?” Kachikwu asked. 
“ In Kaduna, farmers who cannot 
repay loans are being threatened. 
This tells you that there is a chal-
lenge in this area,” he added.
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Senate intervenes in ASUU strike

The Senate Tuesday 
mandated Senate Pres-
ident, Bukola Saraki, to 
liaise with the Academ-

ic Staff Union of Universities 
(ASUU) and the Executive arm 
of government over the looming 
warning strike by the Union.

To this end, Saraki is expect-
ed to meet with the national 
leadership of the Union, Nigeria 
Labour Congress (NLC), Edu-
cation Minister, Adamu Adamu 
and his counterpart in Finance, 
Kemi Adeosun over the issue.

This followed a Point of Or-
der (42 and 52) raised by Barau 

Jibrin (APC, Kano North) titled: 
“The Need for the Federal Gov-
ernment to Urgently Re-engage 
ASUU to amicably resolve the 
issues in dispute”.

The upper chamber called 
on the Executive to engage 
the ASUU to proffer solutions 
on how best to implement 
all the agreements that both 
bodies entered into since 2009 
and implementation of key 
necessities that are vital for the 
well-being and development of 
universities.

It said whatever they agreed 
to be paid by lecturers and other 
actions to be taken should be 
captured in the 2017 budget for 
prompt implementation.

…loans to be provided 
for agriculture, mining at 
7.5%

OWEDE AGBAJILEKE, Abuja

ODINAKA ANUDU

The legislative body also 
commended the Union for its 
chosen path of dialogue rather 
than confrontation as a means 
of resolving all the outstand-
ing issues between it and the 
Federal Government.

According to him, there are 
six vital issues whose contin-
ued delay before the Federal 
Government and Academic 
Staff Union of Universities is 
creating discontent among 
members of the Union, noting 
that they have been calling for 
the intervention of stakehold-
ers to prevent the breakdown 
in the university system na-
tionwide.

He said: “The Academic 

Staff Union of Universities is 
insisting that if the Federal 
Government of Nigeria con-
tinued to fail to implement 
their aforesaid agreements 
with which it had as well as 
made certain key necessities, 
the public shall continue to be 
in perish in carrying out their 
functions as centre for knowl-
edge acquisition, research 
and community service in the 
tradition officer in citadel of 
learning.

“One of the six issues in 
contention is the introduction 
of the Treasury Single Account 
(TSA) system in the universities 
which is believed by ASUU 
to be hampering the smooth 

running operations of public 
universities.”

In his remarks, Saraki said 
it is very important that the 
Senate prevents the strike in 
the interest of the people that 
they represent, noting that 
the Federal Government must 
implement all agreements 
reached with the Union.

On Monday, the Union 
asked its members nationwide 
to embark on a one week warn-
ing strike from Wednesday, 
16th November, 2016 to protest 
the failure of government to 
implement the 2009 agreement 
with the union.

The Union is also accusing 
the government of turning the 
establishment of universities 
into constituency projects to 
score political point, saying 
the Union is opposed to such 
establishment.

BoI, Oduduwa 
Foundation commit 
N1bn to MSMEs

In a bid to support 
small businesses and 
reduce unemployment 

in Ile-Ife, Osun State, the 
Bank of Industry (BoI) 
and Oduduwa Foundation 
have signed a N1 billion 
Memorandum of Under-
standing (MoU).

Under the MoU, the BoI 
will provide loans to the 
youth and businesses in 
and outside Ile-Ife, subject 
to the mutual consent of 
both parties and capacity 
to meet prescribed crite-
ria.

The N1 Billion Micro, 
Small and Medium Enter-
prises’ (MSMEs) fund will 
be made available for on-
lending to entrepreneurs 
within the agriculture, 
agro-allied, solid miner-
als and services sectors at 
a concessioned rate of 7.5 
per cent.

Speaking at the signing 
of the agreement in Ile-Ife, 
Osun State at the week-
end, Waheed Olagunju, 
acting managing director 
of BoI, said the initiative 
was aimed at reducing 
youth unemployment in 
Ile-Ife communities and 
the country.

Olagunju said a sub-
stantial part of the loan 
would be disbursed to 
women, the youth and 
businesses that showed 
high potential for job and 
wealth creation along the 
value-chain of the identi-
fied sectors, as well as 
capacity to repay the loans.

“We have been partner-
ing with multinational and 
corporate companies, but 
today we are collaborat-
ing with traditional rulers. 
These are people who have 
access to the grassroots. 
Partnering with them is a 
way of democratising en-
trepreneurship. We iden-
tify areas in which com-
munities have compara-
tive advantages and invest 
in them. The beneficiaries 
will be selected using the 
global best practices,” Ola-
gunju said.

“For this edition, about 
15 to 20 per cent of them 
will be those who deal in 
local production, especial-
ly value-addition,” he said.

He said the bank was 
working with the Entre-
preneurship Development 
Centre (EDC) of Obafemi 
Awolowo University, Ile-
Ife, adding that applica-
tions were expected to be 
submitted while a joint 
committee of BoI team, 
the Oduduwa House and 
OAU team would assess 
them.
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The results are in and Donald 
Trump will be the 45th presi-
dent of the United States of 

America. The American people have 
spoken in what has been the most 
engaging, combative election that 
I have ever witnessed. Apart from 
Nixon’s landslide victory by virtue 
of the “silent majority” in 1972 this 
has been the most critical departure 
from “business as usual” and shows 
that the bedrock of politics lies with 
the people.

What I found fascinating about 
this election is that he didn’t win on 
merit, heroism or by virtue of po-
litical clout - he was rude, offensive 
and a political PR nightmare - he 
broke all the rules but he stuck to 
his message:  “Make America Great 
Again” and zoned in on the issues, 
anger and fears of the “forgotten 
people” - the people globalisation 
left behind, the ones that had lost 
faith in mainstream politics and the 

causing a trade war, thus the trajec-
tory on global growth and develop-
ment could be substantial tipping 
the global economy into a recession. 

Trump has boasted that his 
experience in business will make 
him a master negotiator in politics. 
Navigating the change from CEO 
to President of the Free World is 
something that the whole world will 
be watching very closely especially 
in regards to control over America’s 
nuclear arsenal - which, in a crisis, 
is down to him alone. 

Trump will also inherit a deeply 
divided America that is split po-
litically, socially, geographically 
and economically. In his victory 
speech, Trump said he will double 
economic growth, work well with 
American foreign allies, reunite 
Americans and return America back 
to its glorious state. He has set the 
bar very high. Obama promised very 
little; Trump, on the other hand, has 
promised Americans their heart’s 
desires and that’s easier said than 
done, especially for a “political 
rookie” with no experience.

If he delivers on his promises, he 
will go down in history as a hero, a 
transformative figure, albeit under-
estimated; not unlike Reagan, who 
was also mocked and underesti-
mated. The danger here is if he fails 
to deliver on his promises to the 
American people he will damage 
the already fragile trust between the 
people and the government.  

In closing, one thing is for sure: 
America can no longer be expected 
to go with the status quo - this elec-
tion highlighted the disenchantment 
with the status quo and the political 
machine that is Capitol Hill. 

We all have to wait and see what 
President-Elect Trump has in store 
for us all. Whatever the case, history 
has been made, the political revolu-
tion has begun and 11/9/2016 will be 
known as the day the man famous 
for the word “you’re fired” took on 
Washington DC and won.

his win with the fear that globalisa-
tion has fallen flat, and old certainties 
are crumbling, unnerving American 
allies and boosting Eurosceptics 
across the continent. There will also 
be trepidation over how he proceeds 
in terms of immigration, healthcare 
and foreign policy. He has so far 
been vague with his foreign policy, 
only using the term “America First”, 
and suggesting improving relations 
with Russia. He has pledged to scrap 
Obamacare thus depriving over 12m 
Americans of health insurance, and 
has demanded trade concessions 
from China, Mexico and Canada. He’s 
also talked about putting punitive 
taxes on foreign imports in an at-
tempt to rectify trade deficits, deport-
ing immigrants, building a wall with 
Mexico and renegotiating terms with 
NATO and the countries others allies. 

These protectionist measures will 
most likely have a negative impact 
on growth and employment, further 
impoverishing the poor by limiting 
their access to cheap imports and 
intensifying competition between 
countries’ labour with the fear of 

The apprentice in the White House
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making the domestic environment 
conducive for both local and foreign 
investors in the stock market. New 
listings are required to address the 
challenge of over concentration 
and market dominance by a few 
companies. According to data from 
the Securities and Exchange Com-
mission, just four companies as at 
end of September 2016 control over 
60 per cent of the equity market 
capitalization with Dangote Cement 
Plc accounting for the lion share 
of 32.01 per cent. The other com-
panies are Nigerian Breweries Plc 
with 12.21 per cent, Guaranty Trust 
Bank Plc 7.25 per cent and NESTLE 
Nigeria Plc 6.71 per cent. Increased 
participation of domestic investors 
will help to reduce over reliance on 
foreign investors and bring stability 
to the stock market. The faithful im-
plementation of the 10-year capital 
market master plan will go a long 
way in addressing these challenges.

As recently disclosed by the 
Minister of Budget and National 
Planning, Mr Udo Udoma, the un-
veiling in December 2016 of a ‘’com-
prehensive economic development 
programme for Nigeria’’ is one step 
in the right direction. However, it is 
disheartening to note that the team 
of experts that worked on various 
aspects of this economic roadmap, 
going by newspaper reports, did not 
include any prominent member of 
the capital market community such 
as the Director General of SEC or the 
Chief Executive of the NSE whose 
role would have been to ensure that 
the capital market master plan is 
mainstreamed into the government 
economic blueprint. All said, wheth-
er Mr Trump’s presidency bodes well 
for the stock market in Nigeria will 
depend on how the country rises 
up to the challenge of minimizing 
the vulnerabilities of the market to 
external shocks.

to deport millions of immigrants 
would be a “drag on U.S. labor sup-
ply” and that his “harsh government 
spending cuts” may lead to an eco-
nomic contraction. 

Also, the Financial Times is of 
the opinion that a ‘’trade war with 
China would yield higher prices 
for consumers and fuel inflation. 
It would also hurt companies that 
depend on Chinese imports as well 
as American farmers and other busi-
nesses for whom China has become 
an important export market’’. The 
Wall Street Journal equally opines 
that Trump’s strong opposition to 
trade deals and threats of tariffs 
could adversely affect American 
industries that depend on interna-
tional supply chains, and ‘’poten-
tially kick off a trade war that dents 
economic growth’’.

Taken together, not a few be-
lieve these proposed policies pose 
increased inflationary risk under 
Trump’s presidency. Consequently, 
the US Federal Reserve will likely 
raise interest rates in response. It 
will be recalled that Trump had 
criticized Janet Yellen, the Fed chair-
woman (whose term is expected to 
expire in February 2018), for her 
low-rates policies. If rates rise in the 
United States as expected, foreign 
investors attention will surely be 
diverted away from Nigeria.

Back home, the victory of Donald 
Trump is capable of exacerbat-
ing domestic conditions for stock 
market investment. If a number of 
Nigerians who migrated to the US 
are compelled to return unskilled, 
it could compound the unemploy-
ment situation in the country. Also, 
Nobel Prize winner Wole Soyinka is 
reported to have expressed fears that 
the level of collaboration between 
Nigeria and the United States in 
the fight against Boko Haram may 
reduce due to what he described as 
Trump’s “bunker mentality”.  

The challenge therefore is for 
Nigeria to quicken the process 
of revamping the economy and 

Trump’s presidency and outlook for stock market in Nigeria

quarter of 2016  estimated to be $1.8 
billion represents an increase of 74.84 
per cent relative to the second quarter, 
it amounted to a fall of 33.70 per cent 
relative to the third quarter of 2015. 
What is more, of the total quarterly in-
crease, ‘’85 per cent was accounted for 
by increases in portfolio investment in 
bonds and money market instruments 
while portfolio equity continued to 
decline’’. It is instructive to note that 
the countries from which Nigeria im-
ported by far the most capital were the 
United Kingdom, which accounted 
for $1.09 billion or 60.24 per cent of 
the total and the United States, which 
accounted for $426.98 million or 23.43 
per cent of the total. Arguably, pros-
pects of foreign portfolio investments 
into Nigerian especially from the US 
will diminish if Trump follows up most 
of his campaign promises owing, in 
part, to a likely spike in interest rates.

According to the Economist, Mr 
Trump’s plan to cut corporate taxes 
from 35 per cent to 15 per cent, his 
proposed massive borrowing and big 
spending on infrastructure as well as 
his threat to increase trade barriers 
could trigger inflation. This view is 
supported by Jamie Thompson and 
Sarah Maxwell of Oxford Economics 
who argue that Trump’s proposal 

T
here is ample evidence 
to suggest that the for-
tunes of the Nigerian 
stock market are influ-
enced by foreign inves-

tors’ sentiments which are in turn 
largely defined not only by domestic 
economic conditions in Nigeria but 
also by events in the global scene. 
For instance, it is a fact that foreign 
investors’ confidence especially in 
the Nigerian stock market in recent 
time has been adversely affected 
by Brexit. Still fresh in peoples’ 
memory is the adverse effect of the 
global financial crises of 2008, which 
had its origin in the United States, 
on the Nigerian stock market that 
saw the Nigerian Stock Exchange 
(NSE) All Share Index (ASI) shed 
more than 70 percent of its value 
between March 2008 and April 2009 
according to data obtained from the 
NSE. It is famously said that “when 
America sneezes the world catches 
cold”- little wonder every part of 
the globe took more than a passing 
interest in the US presidential elec-
tion. Now that a winner has emerged 
in the person of Donald Trump, just 
how will his presidency impact the 
Nigerian stock market – at least in 
the near term?

Global financial markets had 
expected Hillary Clinton to win on 
the strength of poll forecasts and so 
a bearish market was to accompany 
a different outcome.  Contrary to all 
expectations, Wall Street reacted 
positively to the election of Trump. 
As reported by the Wall Street Jour-
nal,  the Dow Jones went up 1.4 per 

The challenge therefore is 
for Nigeria to quicken the 
process of revamping the 
economy and making the 

domestic environment 
conducive for both local 
and foreign investors in 
the stock market. New 
listings are required to 

address the challenge of 
over concentration and 
market dominance by a 

few companies

cent to 18,590 points while the 
S&P 500 increased 1.1 per cent to 
21,163. According to Forbes, the 
London FTSE 100 initially ‘’fell 2 
per cent upon opening on Wednes-
day, before recovering to end the 
day more than 60 points up’’.  In 
contrast, activities on the Nige-
rian Stock Exchange witnessed a 
decline on Wednesday November 
9 after the election results were 
known with both volume and value 
of transactions dropping from 
about 189 million and N1.6 billion 
the previous day to 146 million 
and N1.1 billion respectively at 
the close of trading on Wednesday.  

Indeed, it would amount to half 
truth to attribute the performance 
of the Nigerian stock market dur-
ing the week of the US election to 
failed expectations. The market 
has been on a bearish trajectory 
on average for quite sometime. The 
release of third quarter unaudited 
results by listed firms did little to 
change the narrative. The year to 
date return has been negative with 
the index declining from 28,370.32 
on January 1 2016 to 26,170.88 on 
Friday November 11, the weekend 
following the US elections; market 
capitalization has also dropped 
from about N9.6 trillion to N9.009 
trillion over the same period. These 
results have a lot to do with the 
decline in the activities of foreign 
investors as the Securities and 
Exchange Commission (SEC) and 
National Bureau of Statistics (NBS) 
reports confirm.  According to 
data obtained from the SEC, ‘’total 
transactions at the nation’s bourse 
from January to September 2016 
decreased significantly by 40.59 
per cent from N1,560.43 billion 
recorded within the same period in 
2015 to N927.08 billion in 2016 with 
foreign activity decreasing faster 
than domestic activity’’.

Similarly, the NBS Capital Im-
portation report disclosed that 
although the total value of capital 
imported into Nigeria in the third 

media propelling a political novice 
to a shocking and historic victory 
that has caused a tectonic shift 
in Western democracy. Just like 
Brexit, the people started a political 
revolution, reminding the ruling 
elite about who is really in charge.   

There’s a line in the movie Glad-
iator that states: “I think the em-
peror knows what Rome is. Rome is 
the mob. The beating heart of Rome 
is not the marble of the Senate; it’s 
the sand of the coliseum”. And like 
Rome, we should all take note; the 
power of the people should never 
be underestimated - Brexit and 
the Trump’s win over Clinton are 
both testaments to this. On both 
occasions, pollsters, media and 
political strategists underestimated 
the magnitude of the rumblings of 
the people and their discontent, a 
discontent we saw mirrored in the 
historic results of the election on 
November 8th. 

So what next? 
Trump’s victory has sent jitters 

around the world, with the stock 
markets tumbling the morning of 
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But bioenergy is not 
carbon neutral, and the 
surge in European de-

mand for biomass has led 
to rising food commod-
ity prices and land grabs 
in developing countries. 

These realities helped 
persuade the scientists 

Kevin Anderson and Glen 
Peters recently to call car-
bon removal an “unjust 

and high-stakes gamble”

than geo-engineering. But they 
would work.

The first step would be a mora-
torium on new coal mines. If all 
currently planned coal-fired pow-
er plants are built and operated 
over their normal service life of 40 
years, they alone would emit 240 
billion tons of CO2 – more than the 
remaining carbon budget. If that 
investment were re-allocated to 
decentralized renewable-energy 
production, the benefits would 
be enormous.

Moreover, with only 10% of the 
global population responsible for 
almost 50% of global CO2 emis-
sions, there is a strong case to be 
made for implementing strategies 
that target the biggest emitters. For 
example, it makes little sense that 
airlines – which actually serve just 
7% of the global population – are 
exempt from paying fuel taxes, 
especially at a time when ticket 
prices are at an historic low.

Changes to land use are also 
needed. The 2009 International 
Assessment of Agricultural Knowl-
edge, Science and Technology for 
Development charts the way to a 
transformed agricultural system 
– with benefits that extend far 
beyond climate policy. We must 
apply this knowledge around the 
world.

In Europe, the waste sector 
could make a significant contri-
bution to a low-carbon economy. 
Recent research, commissioned 
by Zero Waste Europe, found that 
optimal implementation of the 
European Commission’s “circular 
economy package” waste targets 
could save the European Union 
190 million tons of CO2 per year. 
That is the equivalent of the an-
nual emissions of the Netherlands!

Available measures in the 

transport sector include strength-
ening public transportation, en-
couraging the use of railways for 
freight traffic, building bike paths, 
and subsidizing delivery bicycles. 
In Germany, intelligent action 
on transport could reduce the 
sector’s emissions by up to 95% 
by 2050.

Another powerful measure 
would be to protect and restore 
natural ecosystems, which could 
result in the storage of 220-330 
gigatons of CO2 worldwide .

None of these solutions is a 
silver bullet; but, together, they 
could change the world for the 
better. Geo-engineering solutions 
are not the only alternatives. They 
are a response to the inability 
of mainstream economics and 
politics to address the climate 
challenge. Instead of trying to 
devise ways to maintain business 
as usual – an impossible and 
destructive goal – we must prove 
our ability to imagine and achieve 
radical change.

If we fail, we should not be 
surprised if, just a few years from 
now, the planetary thermostat is 
under the control of a handful of 
states or military and scientific 
interests. As world leaders con-
vene for the 22nd United Nations 
Framework Convention on Cli-
mate Change to bring the Paris 
agreement into force, they should 
repudiate geo-engineering quick 
fixes – and demonstrate a commit-
ment to real solutions.

(C): Project Syndicate

Radical realism about climate change
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eruption. This may be achieved by 
pumping sulphates into the strato-
sphere or through “marine cloud 
brightening,” which would cause 
clouds to reflect more sunlight back 
into space.

But blasting sulphates into 
the stratosphere does not reduce 
CO2 concentrations; it merely 
delays the impact for as long as 
the spraying continues. Moreover, 
sulphate injections in the northern 
hemisphere could cause serious 
drought in the Africa’s Sahel region, 
owing to dramatic reductions in 
precipitation, while some African 
countries would experience more 
precipitation. The effect on the 
Asian monsoon system could be 
even more pronounced. In short, 
SRM could severely damage the 
livelihoods of millions of people.

If geo-engineering can’t save 
us, what can? In fact, there are a 
number of steps that can be taken 
right now. They would be messier 
and more politically challenging 

M
ainstream poli-
tics, by definition, 
is ill equipped to 
imagine funda-
mental change. 

But last December in Paris, 196 
governments agreed on the need 
to limit global warming to 1.5°C 
above pre-industrial levels – an 
objective that holds the prom-
ise of delivering precisely such 
a transformation. Achieving it 
will require overcoming serious 
political challenges, reflected in 
the fact that some are advocating 
solutions that will end up doing 
more harm than good.

One strategy that has gained 
a lot of momentum focuses on 
the need to develop large-scale 
technological interventions to 
control the global thermostat. 
Proponents of geo-engineering 
technologies argue that conven-
tional adaptation and mitigation 
measures are simply not reducing 
emissions fast enough to prevent 
dangerous warming. Technolo-
gies such as “carbon capture and 
storage” (CCS), they argue, are 
necessary to limit damage and 
human suffering.

The Intergovernmental Panel 
on Climate Change seems to 
agree. In its fifth assessment 
report, it builds its scenarios for 
meeting the Paris climate goals 
around the concept of “negative 

DEMO Africa about investment in 
Nigeria and he stated that invest-
ment in SMEs is risky and the risk 
outweighs the reward. Time to 
recoup capital and actual returns 
can be over 5 years and most SMEs 
don’t last that long and worst there 
is no prospect of big cash out via 
exits. More exits have the potential 
to excite more Nigerian’s to actually 
invest in Nigeria.

Importance of business exits 
for young entrepreneurs

Developing a business land-
scape with policies that encourage 
exits is one of the biggest incen-
tive for more youths to engage in 
entrepreneurship knowing that 
one day they can cash out big from 
their decent business. It minimises 
the risk for them.  Secondly, when 
entrepreneurs and business own-
ers exit, they channel a portion of 
their newly acquired wealth, time 
and experience into other, often 
multiple, entrepreneurial activities 
with clear economic benefits.

Importance of exits on the 
industry

Business exits attracts more 
investors and entrepreneurs and 
boost the competitive balance in 
an industry. In finance technology 
recently, Interswitch purchased 
Vanso for 15 Billion naira and 
while that made headlines, for tech 

investors and entrepreneurs in 
Nigeria it provided validation that 
modest companies could be sold 
to a bigger company or become 
bigger. We also saw the number 
of technology entrepreneur and 
investors working within the fi-
nance technology space increase. 
Companies benefit from exits, 
with new management and drive 
that can turn a micro business to a 
midsize business.

Asides all these benefits, global-
ly the existence of entrepreneurial 
exits challenge business owners 
to run their business with best 
practice standard. They comply 
with tax, regulatory policies and set 
up business processes for opera-
tions and this has in some cases 
improved the bottom line.

The economic recession has 
stirred an entrepreneurial revolu-
tion. We need to develop enabling 
cultures that can sustain this revo-
lution and exit is one of them. We 
need to start thinking of businesses 
that outlive business owners and 
entrepreneurs need to think of a 
succession plan for their business 
in advance. Be a business exit 
advocate! 

Why business exits are important to the Nigeria business climate
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view can prove this is beneficial to 
the economy as a whole.

Importance of exit on the econ-
omy

Entrepreneurial exit triggers a 
process of ‘entrepreneurial recy-
cling’ in the economy; Companies 
would constantly be looking to each 
other as potential buyers and sellers 
for expansion or strategic reason 
creating this excitement that new 
buyouts can happen anytime. This 
creates an opportunity for some mi-
cro businesses that could have died 
to live longer and possibly become 
midsize businesses.

Right now, when people think 
of entrepreneurship in Nigeria, 
they think starting a business from 
scratch, the effect is Nigeria has a 
lot of business that should/could 
complement each other to serve the 
customers better and create more 
wealth for the business owner(s) but 
without an exit culture there is little 
or no synergy. Additionally, lack of 
access to capital continues to be 
on the list of top 5 problems facing 
small business. Having a culture of 
business exit where entrepreneurs 
can sell their business and new en-
trance can buy a business to scale up 
would encourage more investments 
in SMEs from investors interested in 
big cash outs.

I was talking to an investor at 

Entrepreneurs will some-
day leave the company they 
founded for various reasons. 

They may sell the business, shut it 
down, or they may die in the sad-
dle. The question has always been 
why, when and how the entrepre-
neur should exit. If business exits 
are inevitable, it is important that as 
business owners and stakeholders 
of Nigerian businesses we consider 
ways to maximize the impact on 
the economy.

Within the last decade, we have 
witnessed a number of exit through 
public listing (IPO) from mid-
sized companies particularly in 
the financial sector but not many 
companies can meet the criteria 
for being listed on the stock market 
and following the global financial 
crises, IPOs have lost their appeal 
to the masses.

In the last few months of advo-
cating exits for small and mid-busi-
nesses at Compexafrica, while we 
have focused on selling and buying 
companies, we have become aware 
of a number of opinions out there 
when it comes to exits:

Only distressed companies’ 
sell, wrong! Can I possibly sell my 
business? Probably. Why should 
anyone sell a profitable business? 
Various reasons; i) you are a serial 
entrepreneur, ii.) Market forces iii.) 

The time is right. iv) You don’t 
have what it takes to take it to the 
next level. v) Strategic reason, etc

We admire acquisition deals 
when they happen; Facebook 
acquires Whatsapp for $19 Billion 
and Interswitch bought Vanso 
for =N=15 billion. These are two 
examples of successful busi-
nesses coming together to form a 
bigger company yet we continue 
running businesses with no exit 
plan. The result of this is some 
serial entrepreneurs are struck 
running their first business, some 
companies don’t get to reach their 
full potential.

High rate of business death 
amongst SME’s

 Nigeria has over 17 million 
SMEs contributing about 49% 
of the GDP thus making SMEs 
the driving force of the modern 
economy. In the current social 
economic realities, there has been 
more effort around developing 
entrepreneurship across all sec-
tors. However, the focus is still on 
starting a business but the entre-
preneurial process is more than 
just the creation of a new venture 
and does not end with creation, 
but rather with the entrepreneur-
ial exit. The impact of exit is most 
times viewed as beneficial only 
to the entrepreneur but a broad 

emissions” – that is, the ability to 
suck excess carbon dioxide out of 
the atmosphere.

But this approach ignores 
serious problems with the de-
velopment and deployment of 
geo-engineering technologies. 
Consider CCS, which is the pro-
cess of capturing waste CO2 
from large sources like fossil-fuel 
power plants and depositing it in, 
say, an underground geological 
formation, thereby preventing it 
from entering the atmosphere.

It sounds good. But what 
makes it economical is that it 
enables enhanced oil recovery. 
In other words, the only way to 
make CCS cost-effective is to use 
it to exacerbate the problem it is 
supposed to address.

The supposed saviour tech-
nology – bioenergy with carbon 
capture and storage (BECCS) – is 
not much better. BECCS begins 
by producing large amounts of 
biomass from, say, fast-growing 
trees which naturally capture 
CO2; those plants are then con-
verted into fuel via burning or 
refining, with the resulting carbon 
emissions being captured and 
sequestered.

But bioenergy is not carbon 
neutral, and the surge in Euro-
pean demand for biomass has led 
to rising food commodity prices 
and land grabs in developing 
countries. These realities helped 
persuade the scientists Kevin An-
derson and Glen Peters recently 
to call carbon removal an “unjust 
and high-stakes gamble.”

What about other geo-engi-
neering proposals? Solar Radia-
tion Management (SRM) aims to 
control the amount of sunlight 
that reaches the Earth, essentially 
mimicking the effect of a volcano 
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EDITORIAL

Last week, the en-
tire market was 
startled to the 
news that the De-
partment of States 

Security (DSS) went about 
town arresting black market 
operators (the street side 
dealers of dollars) for report-
edly flouting a directive from 
the Central Bank of Nigeria 
(CBN) that they should not 
sell their stock of dollars 
above N400 and N410 to 
the US$. BusinessDay also 
learnt that some bureau de 
change (BDC) operators 
who sold their dollar stock 
above N400 to the US$ were 
arrested in Abuja and Lagos.

It is clear that we have 
a real problem of foreign 
exchange scarcity in the 
country and that despite the 
seeming floating of the naira 
by the Central Bank (CBN) 
in June, the bank and the 
government has continued 
to maintain a tight grip of 
the market. The reality now 
is that the Central Bank is 
about the sole supplier of 
the dollars to the market 
because government poli-
cies have virtually shut other 
sources. But like an indus-

try source argued recently, 
“It is primordial and crude 
to think of bringing conver-
gence between official and 
parallel rates by force. Every 
liberalised market thrives on 
the forces of demand and sup-
ply. Rather, concerted efforts 
should be made at increasing 
dollar inflows through sale 
of assets, concessioning, and 
loans to boost the dollar sup-
ply side.”

This action totally under-
mines confidence in the Ni-
gerian FX market and it will 
continue to keep investors 
away and will further deepen 
the scarcity currently being 
experienced.

We are at a loss as to why 
the government continues to 
rely on antiquated methods of 
market control (methods that 
were tried and failed woefully 
in 1984/85) to solving contem-
porary Nigerian problems.

Just to rehash, on seizing 
power on December 31, 1983, 
the Buhari military regime 
moved quickly to contain what 
it considered the problem 
of inflation in the country. 
The regime’s method was to 
send out soldiers with koboko 
(horse whip) into the markets 

to force traders to sell essential 
commodities at a fixed price 
regardless of costs.  Of course, 
prices fell in the first few weeks 
of the coup due to fear of the 
soldiers and producers and 
traders took on huge losses. 
However, as scarcity began to 
bite, prices went northwards, 
exceeding their levels even 
before the coup. Unable to 
access forex to import raw ma-
terials and spare parts to keep 
factories working, industries 
closed down and unemploy-
ment became rife.

The ultimate result of this 
archaic strategy was scarcity. 
Essential commodities that 
were once readily available 
were no longer available. 
Inflation spiked and Nige-
rians had to queue for days 
just to buy commodities like 
milk, rice, sugar, salt etc at 
very exorbitant prices. In a 
report in the Guardian News-
paper of 26th May 1984, the 
then Nigerian Grains Board 
was said to be unable to buy 
grains “because market prices 
were higher than what it was 
allowed to pay”.  Also, the 
same paper two days earlier 
reported that the Association 
of Master Bakers, Confection-

ers and Caterers were said 
to have made passionate ap-
peals to the government and 
suggested ways in which to 
end the severe scarcity and 
rising price of bread. But they 
were ignored and the problem 
continued to bite even harder.

An elementary student of 
economics knows that what 
is needed is an increase in 
dollar supply and all gov-
ernment’s actions should be 
geared towards ensuring that. 
But alas, the government – 
and of course, the Central 
Bank, which has long lost its 
independence – continue 
to flounder from one anti-
quated policy to another just 
in a futile bid to control the 
FX market. Expectedly, this 
action will only further dry up 
dollar liquidity and feed into 
an already swelling demand 
backlog.

A standard advice to those 
in the hole is that they should 
stop digging. This advice is 
applicable here. The govern-
ment is plunging the country 
further into deep crisis by these 
rash actions. How we wish the 
government will just listen to 
voices of reason and adopt 
saner economic policies. 

A return to the days of jackboot market control
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In association with

Security agencies’ laxity causing Nigeria’s 
incessant e-payment/mobile fraud- Experts

N
igerian f inan-
cial institutions, 
banks and in-
formation tech-
n o l o g y  ( I T ) 

stakeholders have pushed the 
blame for increased records 
of mobile e-payment fraud to 
security agencies and the ju-
dicial systems which they say 
have shown utmost laxity in 
implementing and prosecuting 
fraudsters who have success-
fully divulged and compro-
mised information systems of 
organisations.

Nigeria’s burgeoning elec-
tronic payment industry which 
is steadily gaining grounds of 
success and popularity due to 
the growth of broadband and 
internet penetration levels and 
increased smartphone owner-
ship has opened a window for 
risk of more e-payment fraud 
as Nigerian consumers’ prefer-
ences continue to shift toward 
e-payment options for daily 
transaction activities.

The latest figures from the 
National Bureau of Statistics 
(NBS) shows that the volume 
of e-payment transactions grew 
to 238.8 million worth N18.2 
trillion in the third quarter from 
202 million in Q2 2016.

NIBSS Instant Payment 
(NIP) accounted for the largest 
share of e-payment transac-
tions in the quarter with 52.82 
percent, which was followed 
closely by NEFT at 30.07 per-

Fashion industry capable 
of contributing billions 
to African economies— 

Entrepreneurs
P15

Some capital market operators 
on Monday said that policies 
aimed at increasing the par-

ticipation of local investors should 
be the priority of the Securities 
and Exchange Commission (SEC) 
and the Nigerian Stock Exchange 
(NSE).

The operators told the News 
Agency of Nigeria (NAN) in in-
terviews Lagos that SEC and NSE 
should pursue friendly policies that 
would boost local investors’ confi-
dence, in view of the deteriorating 
low patronage of stocks.

Okechukwu Unegbu, former 

L-R Ezekiel Egboye, director of operations , Rackcentre ; Olalekan Ajayi , CEO, Garanntor; Tolani Thomas, business development manager, West 
Africa; Ayotunde Coker, MD, Rackcentre, and Azfar Hussain, finance director, Rackcentre at the unveiling of  Garanntor in Lagos. 
                      Pic by Pius Okeosisi .

Equity low patronage: Operators task regulators on local participation
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N0.16 trillion in Q2. Mobile 
payments also rose to 10.8 
million in Q3 2016 from 8.6 
million in Q2 while value rose 
to N0.22 trillion in Q3 from 
N0.16 in Q2 while volume of 
internet transactions rose to 
3.5 million in the third quarter 
of 2016 from 2.6 million in the 
second quarter of the year and 
the value also rose to N0.30 tril-
lion in Q3 from N0.26 trillion. 

Experts say that E-fraud-

sters who are most times, a few 
steps ahead of the systems are 
more than likely to ride on the 
back of increased e-payment 
participation which automati-
cally translates to more money 
in those channels. Therefore, it 
is very important for the imple-
mentation and enforcement of 
laws and prosecution of fraud-
sters in order to significantly 
reduce electronic fraud cases 
in Nigeria.

According to David Isia-
vwe, chairman, Information 
Security Society of Nigeria, 
“Mobile fraud rate in Nigeria is 
increasing because there is low 
risk of detection and prosecu-
tion by security agencies and 
high return rate, so enforce-
ment of laws is very important 
to reduce e-fraud in Nigeria 
because the thieves will always 
go where the money is which is 
currently in e-payment.”

Unegbu, who is also the CEO, 
Maxifund Investments Ltd, said 
that the market regulators had not 
done much to ensure development 
of local investors, for increased 
participation.

According to him, market regu-
lators should stop borrowing for-
eign policies that will have negative 
impact on the market.

He said that foreign investors 
were panic sellers that could exit 
the market at any slight economic 
challenge.

Unegbu stated that foreign 
investors were prone to currency 

fluctuation and price volatility and 
can exit at any given time, unlike 
local investors.

Malam Garba Kurfi, the man-
aging director, APT Securities and 
Funds Ltd, said that SEC and NSE 
should continue to develop the 
market to enhance the participa-
tion of retail investors.

Kurfi said that more companies 
should be encouraged to list on the 
exchange, to deepen the market 
and create activities.

He noted that foreign inves-
tors would not development our 
market for us because they could 

exit at any given time.
NAN reports that a turnover 

of 2.85 billion shares worth N7.42 
billion were traded by investors in 
16,065 deals last week, as against a 
total of 873.84 million shares val-
ued at N8.02 billion exchanged in 
15,944 deals in the previous week.

The Financial Services Industry 
led the activity chart with 2.63 bil-
lion shares worth N4.94 billion, 
traded in 10,882 deals.

The ICT Industry followed 
with 105.40 million shares valued 
at N52.70 million, transacted in 
11 deals.

cent. Details of the report 
further showed that volume 
of ATM transactions in Nige-
ria rose to 157.1 million in Q3 
2016 from 136.3 million in Q2 
2016 while value rose to N1.2 
trillion in Q3 from N1.1 trillion 
in Q2 2016.

The volume of POS trans-
actions in Nigeria rose to 16.0 
million in Q3 2016 from 13.5 
million in Q2 while value rose 
to N0.18 trillion in Q3 from 

President, the Chartered Institute 
of Bankers of Nigeria (CIBN), said 
that market regulators should 
pursue friendly policies and strate-
gies that would reinvigorate local 
investors’ confidence back to the 
market.

Unegbu said that the failure 
of SEC and NSE to develop local 
investors made them shun the 
Nigerian capital market.

He said that emphasis by SEC 
and NSE on foreign investors, to 
the detriment of local investors, 
led to their low patronage in the 
equities market.

AMAKA ANAGOR-EWUZIE

Red Cab 
introduces 
Redclick App to 
excite customers’ 
experience

Citrans Global Limited, 
operators of Red Cab 
vehicles, has unveiled 

a new customer application 
known as ‘Redclick App’ aimed 
at boosting customers’ confi-
dence to enhance their safety 
and comfort.

Stella Okolo, managing di-
rector of Red Cab, said during 
the launch in Lagos recently 
that the new app came as a 
result of the need to take the ad-
vantage provided by technology 
to remove the bottlenecks in the 
use of middlemen in taxi book-
ing and to offer smart service 
experience to customers.

“We want our customers 
to know about the app and 
use it because we have seen 
that times are changing and 
technology is fast taking over. 
Prior to the launch, taxis were 
dispatched to passengers who 
called the Call Centre through 
call agents and because this 
culture is fading, we had to up-
grade using technology such as 
Redclick app for taxi booking,” 
she said.

According to her, today’s 
youth prefer to do his or her 
thing without having to talk to 
anybody. Therefore, instead 
of making calls to the agents, 
they would rather chat to book 
for services using their smart 
phones, which is the opportu-
nity provided by the Redclick 
App.

“As a licensed taxi operator 
under the laws of Lagos state 
government, we believe that 
with the app, passengers will 
confidently patronise our busi-
ness because of their safety and 
due to the fact the App provides 
customers the convenience 
they need,” Okolo added.

She further enjoined the 
Lagos state government to 
help take action against illegal 
taxi operators in order to bring 
about sanity in the sector. To 
her, there are varieties of ve-
hicles that customers can select 
from, and enjoyed other opera-
tors to make use of the App with 
their vehicles.

JUMOKE AKIYODE
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EDC Fund Management, 
the asset management 
arm of Ecobank in Nige-

ria, has announced the launch 
of two mutual funds -  The EDC 
Nigeria Money Market Fund 
and the EDC Nigeria Fixed In-
come Fund. The mutual funds 
give customers of the Corpora-
tion and other interested Nigeri-
ans the opportunity to diversify 
their investment portfolio with 
as little as N5,000 for the Money 
Market Fund and N50,000 for the 
Fixed Income Fund.

Announcing the launch of 
the two funds in Lagos, Ibukun 
Oyedeji, managing director, EDC 
Fund Management, said the 
Money market fund provides the 
benefits of pooled investment, 
allowing investors to invest in 
a diverse and high quality port-

folio. Like other mutual funds, 
each investor in a money market 
fund is considered a shareholder 
of the investment pool. She 
stated that the Money market 
funds are managed within rigid 
and transparent guidelines to 
seek preservation of capital, 
liquidity and competitive yields. 
The Money Market fund has 
two classes - Class A caters for 
the retail investor while Class 
B is targeted toward corporate 
investors as a liquidity manage-
ment solution. The EDC Nigeria 
(Corporate) Money Market Fund 
will assist large Corporates to 
efficiently manage their day-to-
day liquidity while they focus on 
more strategic initiatives for their 
business. The unit price for the 
Class B is N1 million.

On the EDC Nigeria Fixed 
Income Fund (“the Fund”), 
the Managing Director said 

this is a collective investment 
vehicle, which invests primarily 
in government and corporate 
bonds. The fund coming at an 
offer price of N1000.00 per unit 
aims to provide investors with 
liquidity, capital preservation, 
liability management and a 
diversification from equity risk 
for those investors who are 
currently exposed to the equity 
market. The minimum amount 
that can be invested is N50,000 
and scalable in multiples of 
N10,000. Incremental invest-
ments in these mutual funds 
can be done as frequently as 
the investor chooses. Further, 
the managing director stated 
the assets in the EDC Nigeria 
Fixed Income Fund are Naira 
denominated. Thus, all inflows 
must be converted into naira by 
the foreign investor before the 
funds can be invested.

Ecobank EDC Fund Management 
launches Mutual Funds
HOPE MOSES-ASHIKE

AMAKA ANAGOR-EWUZIE

Business Event

L-R . Hassan Musa, Director, Air Transport Management; . Hadi Sirika,  minister of State, Aviation;. 
Adamu Wakili, director, Policy, Research & Statistics; Muhktar Usman, director general, Nigeria Civil 
Aviation Authority and Saleh Dunoma, managing director, Federal Airports Authority of Nigeria,  during 
an interactive meeting between the minister and Airline Operators, in Lagos.           

L-R: Gozie Iwudoh of Flip Learn Kids; Pat Utomi, founder/CEO at Centre for Values in Leadership (CVL), 
Jordan Alyse Belmonte,  education programs manager, Microsoft Nigeria, and Ifebueme Clifford,  director 
of Strategy,  Flip Learn Kids,  at the Flip Learn Conference 2016 held in Lagos . Pic by Pius Okeosisi

(L-R) ., Folashade Ambrose-Medebem , communication and public affairs director, Lafarge Africa Plc receiving 
the Award for the Best Company in Stakeholder Engagement from the Publisher, West Africa at Global Village 
Partnership, (MPHO) Laing, during the 10th edition of SERAs CSR Awards Africa at the Muson Centre, 
Onikan Lagos .

L-R: Adewale Oke, chief medical director, Lagos State University Teaching Hospital (LASUTH);. Idris Olajide, 
commissioner, Lagos State Ministry of Health and Cesar Marval, managing director, GlaxoSmithKline 
Pharma at the launch of Guidelines for the management of Asthma in Lagos.

NIMPORT, SANY partner to promote use of 
high-tech equipment in port operations

Electricity distributor announces N2.2bn monthly loss

Driven by the need to pro-
mote use of high-tech 
equipment to enhance 

port operation, the promoters 
of the Nigerian International 
Maritime Ports and Terminal 
(NIMPORT) has inaugurated 
SANY, a Chinese heavy ma-
chinery manufacturing compa-
ny into NIMPORT committee.

Fortune Idu, chairman of 
NIMPORT, who observed that 
many concessionaire shy away 
from acquiring new equip-
ment, only to spend more 
money in repairing the old inef-

Port Harcourt Electric-
ity Distribution Company 
(PHED) said on Friday 

it lost N2.2 billion in revenue 
to unpaid bills and electricity 
wastage by consumers.

The Managing Director of 
4Power, owners of PHED, Mat-
thew Edevbie, told the News 
Agency of Nigeria (NAN) in Port 
Harcourt that 90 percent of me-
ters in homes were by-passed 
which was partly responsible 
for the revenue loss.

“In Port Harcourt for exam-
ple, every 100 unit of electricity 
that comes to our electricity net-
work, we collect only 25 percent 
equivalent of money.

ficient equipment, added that 
the inauguration was aimed at 
promoting the development of 
ports and terminals in Nigeria.

According to Idu, the ap-
proach of using old equipment 
results in long-term financial 
losses for the investor. To ad-
dress this, NIMPORT in collabo-
ration with SANY will be hosting 
a business networking seminar 
for industry operators to brain-
storm and create awareness on 
the effects of the practices.

The seminar, he said, will 
bring together major indus-
try players with the keynote 
address to be delivered by 

“Even when we install me-
ters in homes, about 90 percent 
of the meters are usually by-
passed.

“For every N1 billion worth 
of electricity PHED brings to 
this region, every month we 
get N450 million and lose N550 
million.

“PHED’s supply of electricity 
to four states is in excess of N4 
billion every month, meaning 
that we lose N2.2 billion worth 
of investment funds on monthly 
basis,” he said.

Edevbie said that customers 
on its R2 platform paid N24.91 
per unit, which was a shortfall to 
the average tariff of N28.90 per 

Hadiza Bala Usman, the man-
aging director of the Nige-
ria Ports Authority (NPA), on 
the importance of improving 
port efficiency using the right 
equipment.

Max Miao Yu, the manag-
ing director of SANY Nigeria 
Ltd, who acknowledged the 
company’s strong interest 
in solidifying its base in Ni-
geria, said that the firm is 
also looking forward to the 
networking meeting so as to 
meet with interested partners 
and to give further insight to 
the business opportunity the 
company offers.

unit allotted to Port Harcourt.
He said the development 

meant that DisCos subsidised 
electricity by N4, which also 
affected revenue.

He said that PHED was not 
in advantage position com-
pared to Lagos DisCo, which 
had 55 percent domestic, and 45 
percent industrial users.

“This means that Lagos Dis-
Co average-carriage amounts to 
lower subsidy.

“But in our four states of cov-
erage, we have 85 percent do-
mestic users, while 15 percent 
are commercial users, meaning 
that we should go higher to 
compensate for the low tariff.

The National  Council 
of the Manufacturers 
Association of Nigeria 

(MAN) has appointed Segun 
Joseph Ajayi-Kadir as the act-
ing director-general of the 
association.

 Ajayi-Kadir replaces Remi 
Ogunmefun who resigned on 
August 15.

 A native of Ogidi, Ijumu in 
Kogi State, Ajayi-Kadir holds 
Bachelor of Science degree in 
Political Science from Ahmadu 
Bello University, Zaria, Kadu-
na State, and Master’s Degree 
in International Relations from 
Obafemi Awolowo University, 
Ile-Ife. The new DG is coming 
at a point the manufacturing 
sector is facing its worst crisis, 

caused by rudderless policy 
direction and foreign exchange 
crunch.

The Kogi State born expert 
started his professional career 
in 1991 at the Lagos Chamber 
of Commerce and Industry 
(LCCI) as an administrative 
officer, after which he joined 
MAN in 1994 as secretary of 
Kaduna branch.

 In 2002, he was transferred 
to Lagos to head the Ikeja 
branch of MAN, a position he 
held till 2009 when he was 
promoted to superintend MAN 
Abuja liaison office as an assis-
tant director and later director.

  In February 2015, he was 
redeployed to MAN headquar-
ters as director of field services, 

till August 31 when he was ap-
pointed acting DG.

  Ajayi-Kadir is currently 
serving on several government 
boards such as Tariff Technical 
Committee (Federal Ministry of 
Finance); and National Council 
on African Peer Review Mecha-
nism (NEPAD), among others.

 He has undergone a series 
of training from notable or-
ganisations such as the United 
Nations Industrial Develop-
ment Organisation (UNIDO), 
Pan-African University (Lagos 
Business School), the Centre 
for International Private En-
terprise, Washington D.C, USA, 
and the Nigerian Association of 
Chambers of Commerce, In-
dustry, Mines and Agriculture.

MAN appoints Ajayi-Kadir acting DG
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Fashion industry capable of contributing 
billions to African economies— Entrepreneurs

S
ome international fashion 
entrepreneurs have de-
scribed the industry as a 
veritable money-spinner 
that could contribute bil-

lions of dollars to the Gross Domestic 
Products (GDPs) of many African 
nations, if properly harnessed.

They said this in interviews with 
the News Agency of Nigeria (NAN) in 
Lagos on Sunday, on the sidelines of 
the just-concluded “GTBank Fashion 
Weekend,’’ which held in Lagos.

Caroline Rush, CEO, British Fash-
ion Council, said that the potential 
for African fashion to generate bil-
lions of dollars to African econo-
mies remained largely untapped by 
stakeholders.

“For example, the fashion in-
dustry in the UK annually generates 
£28 billion to the UK’s economy and 
employs close to eight hundred and 
eighty thousand people,” she said.

An Industrialist, Tomi Akingbo-
gun, has called on companies 
in the agricultural sector to 

reconsider their decision to halt 
production due to their inability to 
obtain Forex to import machines.

Akingbogwu said this in an inter-
view with the News Agency of Nigeria 
(NAN) in Abuja on Monday, while 
reacting to the decision by a tomato 
company to relocate to Kenya to 
continue production.

He said given the availability of 
abundant raw materials in the ag-
ricultural sector, there was still al-
ternative means through which the 
company could package its products.

He said companies in the sector 
should look inward to package their 
products, given the availability of plas-
tic materials that could be recycled to 
package the finished products.

“An agricultural company should 
need minimal importation of raw 
materials; we have plastics in Nige-
ria that can be recycled to pack the 

The House of Oduduwa and the 
Bank of Industry (BoI) have 
signed a Memorandum of Un-

derstanding that would provide loans 
to youths in Ile-Ife, the News Agency 
of Nigeria (NAN) reports.

The Ooni of Ife, Oba Adeyeye 
Ogunwusi signed for the House of 
Oduduwa while the acting managing 
director of BoI, Waheed Olagunju, 
signed for the financial institution.

Olagunju explained that the initia-
tive was aimed at reducing youth un-
employment in Ile-Ife communities.

Among the features of the MoU 
is the provision of N1 billion loans at 
an interest rate of 7.5 percent to the 
youths.

According to him, substantial 
part of the loan will be disbursed to 
women, youth and businesses that 
show high sustainability.

“We have been partnering with 
multinational and corporate compa-
nies, but today we are collaborating 
with traditional rulers.

“These are people who have access 
to the grass root. Partnering with them 
is a way of democratising entrepre-
neurship.

“We identify areas in which com-
munities have comparative advan-
tages and invest in them.

“The beneficiaries will be selected 
using the world best practices. For 
this edition, about 15 to 20 percent of 
them will be those who deal in local 
products.

“We are working with the en-
trepreneurship centre of Obafemi 
Awolowo University, Ile-Ife.

“Applications are expected to be 
submitted and a joint committee of 

The President/Chairman of 
Chartered Institute of Bank-
ers of Nigeria (CIBN), Segun 

Ajibola, has lauded the Group Man-
aging Director/CEO of Skye Bank, 
Tokunbo Abiru for the leadership 
qualities he has demonstrated in 
strengthening the operations of the 
Bank since he assumed office.

 The CIBN boss made this state-
ment when he led the Council on a 
courtesy visit to the management of 
the bank at the bank’s headquarters 
in Lagos, at the weekend.

 Ajibola, stated that they were on 
a mission to familiarise themselves 
with the new leadership of the bank 
and seek areas of mutually benefi-
cial cooperation between the bank 
and the institute.

  While soliciting the support 
of players in the banking industry 
for the institute, the renowned 
academic charged members to 
continue to engage and contribute 
to professional enhancement of 
banking profession. He used the 
opportunity to invite the manage-
ment of the bank to the forthcoming 
Annual Bankers’ Dinner.

  Earlier in his remarks, the 
CIBN  President had enumerated 
the vision of the institute under his 
leadership as being guided by seven 
Cs: capacity building; certification; 
codification; communication; cre-
ativity; consolidation and construc-

L-R: Theo Williams, regional chief executive office , West Africa v+o Communication Limited;  Josephine Aigwekwe,  country 
manager, Ajeast Nigeria Limited; Joseph Okonmah,  advisory brand member, Top 50 Brands Nigeria, and Kunle Ayodeji, guest 
speaker/chief operating officer, CWG Plc,   during the 2016 brand Nigeria leadership forum, entitled ‘’ Enhancing the Value of 
the Brand Nigeria ICT Way’’, in Lagos.

BUSINESS  DAYWednesday 16 November 2016 C002D5556 13
COMPANIES & MARKETS

Companies in agric sector to rethink 
decision to halt production

Ooni, BoI sign N1bn MoU to 
empower youth, women

CIBN commends Skye Bank CEO

Rush urged governments at all 
levels in Nigeria, to create a platform 
where budding talents in the fashion 
industry could be invited to show-
case their products.

“You will be amazed at the cre-
ativity of some of these fresh fashion 
designers and their products in 
preserving the cultural values of the 
country,’’ she said.

Rush urged fashion designers in 
each community to work together 
in promoting and achieving their 
common interests, because that was 
the only way to make great strides in 
the industry.

“The only way to make a mean-
ingful impact in any economy is 
when there is harmony but we must 
also keep in mind to protect our 
innovations and creative works,’’ 
she said.

Oke Maduewesi, the founder of 
Zaron Cosmetics, said that creative 

tomatoes.
“Tomato is planted in Nigeria; 

we know they have to import the 
machines, but you don’t import ma-
chines every month for an industry.

“ Any country that is processing 
agricultural product  in Nigeria or 
any agricultural company should be 
able to look inward and see what can 
be done.

“Recycling of paper, recycling of 
plastic, recycling of so many materials 
can be used to package the products.

“So I really don’t think a tomato 
company should fold up just because 
it cannot access foreign exchange, be-
cause tomato is a product that should 
not be imported.

He, however, said it was important 
for the relevant government authori-
ties to listen to the complaints of the 
company, due to numerous chal-
lenges encountered by industrialists.

He said it was not a good envi-
ronment friendly indicator that a 
company that started business some 

BoI team, the Oduduwa House and 
OAU team would access it.

“They are to be monitored by 
members of the committee and el-
ders, especially the traditional rulers. 
We estimate that about 5,000 youths 
will benefit from this,” he said.

On his part, Ooni emphasised the 
need to get youths empowered, say-
ing that was necessary for the nation’s 
continuous growth.

He subsequently challenged mon-
archs across the country to be dedi-
cated to developing youths in their 
communities.

He said: “I would not mind going 
hungry to empower the youths. If the 
youths of today are empowered, many 
generations will benefit from them 
and poverty will be abolished.

“Today’s event is another giant 
step in the history of Ile-Ife. We are 
moulding future of our youths in the 
areas of agriculture and agro-allied 
industry.

“I put a challenge to other mon-
arch’s to engage in community part-
nership.

“We should stop relying on gov-
ernment. There are so many initiatives 
that community leaders can tap into.

“Community leaders should go 
into partnership with multinational 
companies and financial institutions 
to benefit there people,’’ he said.

The Monarch also said the N1 
billion funding would help the youth 
of the entire House of Oduduwa and 
beyond.

He said monarchs should think of 
what they could do for their people 
and support government in its em-
powerment moves.

tive engagement.
 He further noted that “the seven 

Cs is intended to transform and en-
throne a contemporary institute that 
is responsive, reliable and resource-
ful in all areas of its mandate; schol-
arship, professionalism, relevance, 
ethical and result-oriented.

 Abiru thanked the President of 
CIBN and its council members for 
the visit. He further noted that, as 
an active member of the Institute, 
Skye Bank will continue to live by 
the tenets of and ethics of banking 
profession.   He later pledged his 
support to the institute especially 
in carrying out their activities and 
programmes.

  The Skye Bank boss used the 
occasion to express appreciation to 
stakeholders of the bank, especially 
customers and shareholders for 
the tremendous support and con-
fidence they have reposed in him 
and his team.

 He noted that Skye Bank under 
his watch will enthrone strong 
corporate Governance culture and 
stimulate the needed growth for 
the bank.   

 The Chartered Institute of Bank-
ers of Nigeria (CIBN) is the umbrella 
professional body for bankers in 
Nigeria. It was incorporated in 1976 
as the Nigerian Institute of Bankers 
and Chartered in 1990 (now CIBN 
Act 5 of 2007).

ideas were the only way to achieve 
greatness and to make a lasting 
impression in the fashion industry.

According to Maduewesi, where 
an up-and-coming entrepreneur 
has clear-cut goals on what to do, it 
makes it easier for the individual to 
secure a loan from the banks.

“Lots of people have complained 
of not being able to access loans from 
the banks.

“But they don’t seem to realise 
that what banks are looking for is 
the feasible nature of your ideas in 
generating income for you.

“Once they are convinced that 
your idea is fail-proof and can stand 
the test of time, they will readily grant 
you access to loans,’’ she said.

The entrepreneur stressed that as 
necessary as money was in achieving 
one’s aims, it should not be a barrier 
in forging ahead with one’s future 
expectations in life.

few months ago would suddenly stop 
production.

Akingbogun said the major prob-
lem faced by industries was the issue 
of multiple taxation, noting that com-
panies were unnecessarily molested 
and intimated by some security agen-
cies to pay taxes.

He said that government was not 
paying much attention to the chal-
lenges of the industry operators.

“Immediately you open your com-
pany for production, the local, state 
and federal governments will come 
to shut you down.

“Many industries are going 
through pains in this recession, 
sometimes we go through situations 
while we are being attacked by some 
law enforcement agents by shutting 
down hotels and eatery places  just 
because they want to collect taxes

“There is so much silence on the 
part of the government when opera-
tors in the various industry cry out on 
some issues.”
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Briefs
Police recover tanker, 36,000 
litres of petrol from robbers

Wounded soldier appeals 
to Nigerians

Court jails woman over 
N41m fraud

The police in Osun have recovered a 
tanker laden with 36,000 litres of petrol 
hijacked by armed robbers.

Folashade Odoro, Osun command 
public relations officer, said in Osogbo 
that the tanker, with number plate MKA 
887 ZF, was hijacked along Ife/ Ilesha ex-
pressway by a gang of armed robbers. She 
added that the driver of the tanker and 
his motor boy were rescued by the police.

According to the police spokesperson, 
the Safer Highway Police Patrol team 014 
led by senior officer, Oyeogbe Ojekere, 
responded promptly to a distress call by 
the driver when the tanker was hijacked.

She said that the team recovered the 
tanker with its content intact, adding that 
the hijackers escaped into the bush on 
sighting the police team.

… goes after illegal tax operators

A 
16-year-old boy, of St Bnabas 
School, Ibadan, in Oyo State, 
kidnapped by unknown 
gunmen on November 7, has 
been rescued by the police 

in Calabar, Cross River State.
Jimoh Ozi-Obeh, the Commissioner 

of Police, in Cross River, said in Calabar, 
that the teenager was kidnapped on 
his way to school in the ancient city of 
Ibadan and abandoned by his captors 

Abia State has set up a monitor-
ing committee to apprehend 
illegal tax operators, who dis-
guise as government officials 

to defraud innocent citizens, especially 
in Aba, the commercial hub of the state.

The action is also meant to address 
uncoordinated tax administration, lead-
ing to imposition of multiple taxation by 
various government agencies in Abia.

Ude Oko Chukwu, Abia State deputy 
governor, who made this at the third Abia 
small and medium enterprises forum, in 
Aba, explained that the committee was 
working to identify members of the cartel 
with the view to bringing them to book.

He stated that legal levies and taxes 
payable in Abia would henceforth 

along Bible College Way in Calabar.
Ozi-Obeh said the victim boarded a 

taxi to school and subsequently became 
unconscious, only to find himself in a 
container van where he met other chil-
dren numbering more than fifteen with 
their legs and hands tied.

Kingsly Akom, who hails from Ikom 
local government area of Cross River, 
told reporters after his ordeal that he 
was inside a container van after ex-
change of words with his abductors be-
fore he was thrown out of the container 
after making a lot of noise and refused 

come in two demand notices and urged 
residents to report individuals or groups, 
who may want to impose other levies or 
taxes on them, for arrest.

A research conducted by the Manu-
facturers Association of Nigeria (MAN) 
in collaboration with the Center for 
International Private Enterprise (CIPE), 
one of the four core institutes of the 
National Endowment for Democracy 
and a non-profit affiliate of the U.S. 
Chamber of Commerce, attributed the 
stunted growth in the nation’s economy 
to negative factors, among which is un-
coordinated tax administration.

According to the report, real sector 
contribution in the nation’s gross do-
mestic product (GDP) declined signifi-
cantly from 9.5 per cent in 1975 to 6.65 
per cent in 1995, 3.42 per cent in 2005 

‘My kidnappers threw me 
out from moving vehicle’

to eat the food his captors offered to 
him. Kingsly said he was rescued by 
the surveillance team of the state hous-
ing police station division in Calabar 
before he was taken to the state police 
command.

According to the commissioner of 
police, the victim is on stable condi-
tion, his parents contacted while dis-
creet investigations are on-going by 
the Anti- Kidnapping section of the 
criminal investigations and intelligence 
department state headquarters, Calabar 
to unravel the mystery.

Scene of illegal oil marketing at Ijora-Orile Iganmu link bridge, directly opposite the Nigeria Breweries in Lagos on Monday

Abia moves to block leakages Ibrahim Usman, one of wounded sol-
diers in the fight against the Boko Haram 
terrorists in the North-East, has called on 
Nigerians to pay more attention to troops’ 
welfare.

Usman made the appealwhen the 
Chief of Army Staff, Lt.-Gen. Tukur Bura-
tai, visited wounded soldiers at hospitals 
in Maiduguri.

 The soldier, who was admitted to mili-
tary hospital, Maimalari Cantonment, 
about three weeks ago, urged Nigerians 
to pay attention to soldiers’ wellbeing in 
the frontline just as they were doing for 
the missing Chibok girls.

According to Usman, his two legs 
break during an explosion when a vehicle 
conveying him and nine other soldiers 
to Monguno in Borno north during an 
operation stepped on mine planted by 
the terrorists.

“We need Nigerians to take care of us. 
Like this my injury, broken legs, they sup-
posed to take me to a specialist hospital 
or abroad for a good treatment.

A Federal High Court in Kano has 
convicted one Yagana Ibrahim Bukar for 
stealing N41 million from the account of 
a company, Azman Oil.

Yagana’s conviction was secured by the 
Economic and Financial Crimes Com-
mission (EFCC).

The convict had earlier been arraigned 
on a 10-count charge bordering on forg-
ery and obtaining money under false 
pretence, an accusation she denied.

But after the first prosecution witness 
and employee of Skye Bank had given 
evidence in the course of the trial, the 
convict was said to have absconded.

Consequently, the case suffered eight 
adjournments within one year following 
the EFCC’s inability to apprehend her.

On October 3, 2014, the court issued a 
forfeiture order on all the attached assets 
belonging to Yagana.

It listed the assets to include money 
stashed in different bank accounts, a 
Honda Accord car marked BD 496 NSR 
and a shop with goods situated at Badawa 
Layout, Kano.

 MIKE ABANG, Calabar

GODFREY OFURUM, Aba 

and with a marginal increase to 4.21 per 
cent in 2010.

Similarly, manufacturing capacity 
utilisation declined rapidly from 70.1 per 
cent in 1980 to 29.29 per cent in 1995. 
While 52.78 per cent was recorded in 
2005, but declined to 46.44 per cent in 
2010.

Nwabueze Anyanwu, vice chairman, 
MAN, Imo and Abia States explained 
further that a sample survey carried 
out by the association through random 
selection from over 2000 companies, 
which spread across the ten sectors in 
MAN, showed that in 2001, 1,323,586 
people were employed by the sampled 
companies, that number according to 
him, declined to 1,005,861 in 2006 and 
966,395 in the first half of 2010.

According to him, the incidences of 
multiple taxation are reported to be on 
the increase from year to year.   
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T
he Nigerian Ports 
Authority (NPA) 
E a s t e r n  P o r t s 
have listed some 
vital infrastruc-

tural projects that must be 
catered for in the 2017 bud-
getary allocation in order to 
enable ease of doing busi-
ness at the port.

Business activities in the 
four seaports in the South-
South region popularly 
known as Eastern port that 
include Calabar, Rivers, Del-
ta and Onne ports, are lim-
ited by shortfall in the supply 
of marine infrastructure such 
as shallow or low draught of 
the water channels, which 
forestall big oceangoing ves-
sels from calling the port; 
security concern due to the 
activities of sea robbers and 
pirates and poor road infra-
structure.

As a result, shipping lines 
that use smaller vessels to 
ferry cargoes in bits pay extra 
amount of money, which is 
usually transferred to the final 
consumers of the imports by 
increased prices of goods in 
the market. 

Abdullahi Goje, general 
manager, NPA Eastern Ports, 
who presented the list in 
Port Harcourt to members 

SHIPPING        LOGISTICS        MARITIME e-COMMERCE
MARITIME       BUSINESS
NPA lists infrastructural projects 
for renovation in Eastern ports 
Stories by 
UZOAMAKA ANAGOR-EWUZIE

LADOL FTZ can industrialise Nigeria, attract FDI, and create jobs, says Customs’ boss
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… seeks N/Assembly support

Musa Jibrin, the 
newly appointed 
Area Control-
ler of the Nige-

ria Customs Service (NCS), 
Apapa Area 1 command, has 
described the facility of the 
Lagos Deep Offshore Logis-
tics base (LADOL), as an in-
digenous oil and gas logistics 
service facility that has the 
potential to create industrial 
cluster, attract Foreign Direct 
Investment (FDI) and create 
jobs for Nigerians.

The Customs boss said this 
in Lagos on Thursday, during 
the facility tour of LADOL 
Free Trade Zone (FTZ) by 
the command. Also, Aisha Ali 
Ibrahim, the newly appointed 
Port Manager of the Nige-
rian Ports Authority (NPA) 
Lagos Ports Complex (LPC), 
promised to collaborate with 
LADOL to enable the FTZ 
achieves its goals.

Jibrin, who visited LADOL 
the same day the new LPC 
Manager also visited the facil-
ity with her top management 
officials, was accompanied 
by his top management team. 
Both teams were separately 
received by Amy Jadesimi, 
managing director of LADOL, 

… as Port Manager pledges more support for LADOL
a 100 percent indigenous 
owned Free Zone that is cur-
rently undertaking the fabri-
cation of $3.8 billion Float-
ing, Production, Storage and 
Offloading  (FPSO) oil plat-
form for Total Exploration.

Jadesimi pointed out that 
the FPSO contract otherwise 
known as Egina Project was 
awarded by a consortium of 
Oil companies led by TOTAL, 
to Korea-based Samsung 
Heavy Industries (SHI) with 
LADOL acting as the local 
content partner.

According to her, prior 
to the award of the contract, 
two similar projects, which 
emanated from Nigeria, were 
undertaken abroad at higher 
costs with the attendant rev-
enue and sundry economic 
losses to the nation because 
there was no shipyard in Ni-
geria that could adequately 
handle such projects before 
the advent of LADOL.

“With the commencement 
of this Egina project here at 
our yard, which was con-
structed in one year, Nigeria 
is being saved of huge capital 
flight that is aside from the at-

tendant job losses if 100 per-
cent of the job was executed 
in Korea. We have over the 
years maintained a healthy 
relationship with Customs, 
and it is our desire to keep the 
cordial relationship growing,” 
she said.

Responding, Jibrin ex-
pressed delight at the stan-
dard of operations at the base, 
particularly the Egina project 
which he described as one of 
the pride of a nation in dire 
need of technological growth.

According to him, the 

Customs would always col-
laborate with LADOL and 
other similar facilities within 
the command. “Going by 
what we have seen here, you 
measure up to every known 
international standard as a 
true ambassador for Nigeria. 

“Nigeria needs to industri-
alise and grow in tandem with 
global best practices and this 
facility could not have come 
at a better time than this.”

Similarly, the Port man-
ager of LPC, who also com-
mended the operations at 
L AD OL base,  described 
LADOL as a ‘worthy tenant 
of NPA’. She said that the visit 
was part of the roles of LPC in 
the monitoring and liaising 
with terminals inside Apapa 
Port towards evolving an 
enhanced collaboration with 
operators.

While emphasising that 
regular operational report 
should be made to her office, 
the port manager empha-
sised that the team had been 
working with LADOL for the 
past 10 years; hence the need 
for enhanced communica-
tion and regular exchange 
of information for greater 
understanding.

She further described 
LADOL’s activities in the 
Port as unique and strate-
gic, which focuses more on 
heavy industrial activities that 
require full support of LPC 
as they are creating jobs for 
Nigerians.

of the Senate Committee on 
Marine Transport, who were 
on oversight visit to the ports, 
said that there was urgent 
need for a total renovation 
of most of the decaying in-
frastructures that are posing 
serious threat to efficient 
port operation in the region.

According to him, the 
Eastern Ports Headquarters 
of the NPA in Port Harcourt 
requires urgent overhauling 
to a befitting status, while 
berths 5,6,7 and 8 conces-
sioned to BUA Terminal in 
Port Harcourt ports also re-
quire urgent attention.

Other infrastructures 
include Abonema Marine 
Police jetty, Port Harcourt; 
perimeter fencing and re-
habilitation of the Bonny 
Radio/Signal Station; capital 
and maintenance dredging 
of the three-pilotage districts.

According to him, there 
are cases of infrastructure 
decay in ports especially 
in the areas like collapsed 
berths; lack of protocol and 
operational vehicles and 
craft for effective monitoring 
of jetty operations; lack of 
finger mooring jetty to berth 
NPA craft in Bonny Island; 
dearth of pilot cutters and 
lack of fire hydrants at the 
quay wall, were the infra-
structure that requires funds 
to provide, so that the port 
would function properly.     

Goje further stated that 
NPA is also required to 
dredge the water channels 
to 10 meters draught to pro-
vide effective towage service, 
rehabilitation of Escravos 
Light House and Pilot Cut-
ters; removal of wrecks to 
aid navigation and provide 
adequate security in the port 
and channels.

Goje also noted that there 
is need to install a modern 
electronic system in all the 
Port locations to discourage 
unnecessary and unwanted 
movements to and from 
the terminals and jetties. 
He called for a review of the 
GMT and lease agreements 
due to the fact that most 
of the private terminal op-

erators were not meeting up 
with expectations in line with 
the concession agreement.

The NPA boss also request-
ed to have full control and 
monitoring of the private jet-
ties operations by installing 
some flow meters before issu-
ing operating licenses to them.

Goje, who said that NPA 
has only one functional tug-
boat, emphasised the need 
for an additional boat for 
effective operation. There is 
only one aged pilot cutter 
and we need two additional 
pilot cutters to work prop-
erly. He, however, solicited 
the support of the Senators 
in the passage of 2017 budget 
so as to be able to address the 
listed problems.

Reacting to this, Ahmed 
Sanni Yerimah, chairman 
of the Senate Committee of 
Marine Transport, told jour-
nalists, that the visit, which 
covered Lagos and Port Har-
court ports, was to ascertain 
the level of performance of 
the NPA and the companies 
that work with them. The 
visit was also aimed at de-
termining the progress and 
challenges recorded within 
the approved budgetary al-
location, and to ensure that 
revenue due to government 
is also remitted into the Fed-
eration coffers.

“We will make provision 
for NPA in the coming budget 

to enable them discharge 
their responsibilities as re-
quired. We discovered that 
the relationship between 
NPA and some terminal op-
erators is not as it should be 
because some terminals are 
not complaining with the law 
but we are going deep into 
this by referring any of such 
cases to the investigative 
committee, which the vice 
chairman of this committee 
is also part of,” he explained.

On the other hand, the 
committee chairman con-
firmed that the terminal 
operators have also com-
plained that business is 
down due to recession and 
security challenges in the 
waterways. Once the reces-
sion is over, businesses will 
open up and more inves-
tors will come to ports like 
Onne because oil and gas 
business is located in Onne 
port and we are sure that 
business will soon pick up.

Concession agreement, 
he noted, covers not only 
revenue generation but 
also includes provision of 
road. “We raised objection 
to the road we saw at one 
terminal in Rivers Port and 
this shows that some con-
cessionaires do not do what 
is expected of them and the 
concession agreement is 
supposed to be reviewed 
every two years but surpris-
ingly, the agreement has 
not been reviewed in the 
past 10 years and we have a 
mandate to cancel any non-
performing agreement. In 
addition, members of the 
Senate Committee visited 
terminals in Onne and Port 
Harcourt.

Amy Jadesimi (r), managing director of LADOL, conducting the newly posted Customs Area 
Controller of Apapa ports complex; Musa Jibrin (2nd r) round the LADOL Free Zone (LFZ), 
when the customs boss and his team visited the base recently. With them is Wada Chedi Da-
cha, assistant controller, Customs Intelligent Unit (CIU), and  Kunle Oloyede, deputy controller.

Hadiza Bala Usman, (right) managing director of NPA exchanging 
pleasantries with Oluseun Onigbinde, the Lead Partner of BudgiT 
Information Technology Network, after signing MoU for the implemen-
tation of open  budget system for NPA in Lagos over the weekend.
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P
art of the discus-
sion at a work-
shop on retail 
banking in Lagos 
last week was the 

merging of the financial 
services and the telecom-
munication to boost retail 
lending and enhance fi-
nancial inclusion.

Bankers who gathered 
at the `2016 Nigeria retail-
banking workshop organ-
ised by Ciuci Consulting in 
Lagos were concerned that 
they are gradually losing 
their market share to pay 
day companies.

They believe that collab-
orating with the telcos will 
enable them meet the fi-
nancial needs of many un-
banked and underbanked 
population in the country.

“At some point you will 
see more collaborations 
between banks and telcos. 

loss by disruptive finan-
cial service providers. One 
of the participants said, “If 
we are not careful, these 
firms will eat our cheese. 
We must be better organ-
ised to better meet the re-
quirements of an effective 
retail operation.” Another 
bank executive was of the 
view that the disruptive 
financial service providers 
are nimble and have an ef-
fective operational struc-
ture, that is the reason 

why even bank employees 
go to them for short-term 
loans.

There was also a shared 
frustration of regulatory 
constraints on industry 
competitiveness. A par-
ticipant highlighted that 
many of the laws banks 
must abide by were writ-
ten in 1991 and the bank-
ing industry has changed 
dramatically since then. 
Banks can only implement 
risk management solu-
tions that are approved by 
the regulators, therefore 
it is crucial that the banks 
and the regulators collabo-
rate to develop an effec-
tive framework that guides 
retail-lending activities. 
Based on this, Gbolahan 
Joshua, Chief Operations 
and Information Officer of 
Fidelity Bank, shared his 
optimism about some pro-
grams that the CBN is de-
veloping to make credit risk 
requirements more flexible 
and effective.

How banks, telcos alliance can boost retail lending
Right now there might be 
different reasons why there 
is limitation, which may be 
regulatory issue.  However, 
to get average person on the 
street will be the combina-
tion of the financial service 
and the telecom service,” 
Chukwuka Monye, manag-
ing partner, Ciuci Consult-
ing said.

He said the future of re-
tail is great, adding that the 
retail banking operators will 
begin to reorganise them-
selves.

Money added, “They 
have improved a lot in re-
cent. Initially, they were still 
very corporate and com-
mercially minded. Retail 
requires a lot of different or-
ganisation set up. I see a lot 
of changes happening from 
organisational perspective. 
I also see things changing 
in terms of the competi-
tive landscape. If banks are 
not careful, it is possible to 
find value added services 
companies such as FinTech 

companies eating into their 
space.”

Some of the topics cov-
ered at the workshop in-
cluded – the implication 
of ‘made in Nigeria’ in 
retail banking; Digitiza-
tion versus digitalization; 
the characteristics of re-
tail lending in Nigeria and 
the opportunity in the un-
banked.

Funke Smith of First-
bank explained how sole 
proprietorships can take 

advantage of the new focus 
on ‘made in Nigeria’, shar-
ing that they need to be well 
structured to enable them 
position better for differ-
ent forms of funding that 
are available, while Adeola 
Dare of Ecobank shared 
different ways banks can 
improve on financial inclu-
sion.

A key concern shared 
by many of the partici-
pants is the slow response 
of banks to market share 

Over the years, 
Fidelity Bank 
plc has shown 
c o m m i t m e n t 

in meeting the needs of 
its numerous customers.  
The Bank’s success story 
is anchored on improved 
service quality, innova-
tive products and services 
tailored to meet the vary-
ing needs of its customers, 
which is beyond generic 
financial intermediation.

“We have continued 
to demonstrate our com-
mitment to our unwritten 
social contract with the 
community through our 
inventive corporate so-
cial responsibility (CSR) 
initiatives. Expectedly, we 
have received the wide 
endorsement of the dis-
cerning public having 

been repeatedly named 
Africa’s Most Socially Re-
sponsible Bank and Ni-
geria’s Most Socially Re-
sponsible Bank,” Nnamdi 
Okonkwo, managing di-
rector/CEO said at the 
2016 Lagos International 
Trade Fair.

The bank offers a broad 
spectrum of products and 
services that meet the ever-
growing requirements of 
our teeming customer.

Specifically, the bank 
has six variants of savings 
products that cater to the 
needs of various market 
segments that the bank fo-
cuses on.

As such, it organises 
yearly promos and loy-
alty schemes to reward 
our faithful customers and 
encourage them to imbibe 

Innovative products, quality service 
drive Fidelity Bank performance

savings culture.
Presently, the bank is 

running a promo tagged 
“Get Alert In Millions Pro-
mo”. The promo focuses on 
improving the standard of 
living of our customers, as 
the winners’ pockets are 
enriched with more cash. 
The total cash wins expect-
ed to be given out at the 
9 months duration of this 
promo is N105 million and 
over 200 consolation prizes 
such as fridges and genera-
tors.

Fidelity banks also 
have other investments, 
credit and electronic bank-
ing channels tailored to 
meet your banking needs. 
“These services are avail-
able at our Stand and at any 
of our branch locations na-
tionwide,” Okonkwo said.

Gaining recognition on LAPO boss 
contribution to economic development

For his widely ac-
knowledged par-
ticipation in the 
growth of finan-

cial inclusion among 
economically active and 
low-income Nigerians, 
his outstanding contri-
butions in the spheres 
of community services, 
business leadership, phi-
lanthropy and national 
development across both 
the public and private 
sectors of the Nigerian 
economy, the University 
of Benin will on Novem-
ber 26, 2016 confer the 
D.Sc (Honoris Causa) De-
gree on Godwin Ehigia-
musoe Ph.D. -Founder, 
LAPO (Lift Above Poverty 
Organization), a pro-poor 

Ehigiamusoe, an ac-
complished Microfi-
nance practitioner with 
LAPO, holds Bachelor 
of Science degree in So-
ciology, Master’s degree 
in Development Studies 
and a Doctorate degree 
in Policy and Develop-
ment Studies with em-
phasis on microfinance 
policy and regulatory 
frameworks. He has au-
thored Understanding 
NGOs (1998); Poverty 
and Microfinance in Ni-
geria (2000); Issues in 
Microfinance: Enhanc-
ing Financial Inclusion 
(2011). He is currently 
the managing director 
of LAPO Microfinance 
Bank.

development organisa-
tion which runs LAPO Mi-
crofinance Bank Limited.

Godwin Ehigiamusoe



Barriers to financial inclusion of women

The business case for im-
proving financial inclu-
sion of women has always 

been very clear:  Since women 
constitute 50 percent of the 
world’s population, their full 
participation in the financial 
system with enhance economic 
growth, greater equality and 
societal well-being.  Despite this 
obvious point and despite the 
gains made in financial inclu-
sion of women over the decades, 
considerable barriers still exist, 
hampering the greater financial 

inclusion of women.  Zhang Sha-
ohua, Director Financial Con-
sumer Protection Bureau Peo-
ple’s Bank of China, listed some 
of the reasons to include: limited 
financial capability and financial 
literacy, lack of assets for collat-
eral, geographic distance from 
a financial institution, Lack of 
formal identification, and Lim-
ited ownership of mobile phones 
and SIM cards. Citing evidence 
from a study conducted world-
wide but mostly in developing 
countries, she said interviewees 
consistently cited lack of finan-
cial literacy and awareness as 

Rising Nigeria inflation 
mounts pressure on savings

Financial Inclusion 
& Innovation Weekly 

Supported 

H
eadline inflation 
in Africa’s biggest 
economy is at an 
eleven-year high 
and it is mount-

ing pressure on the savings of 
Nigerians.

While inflation has soared to 
double digits this year, climbing 
to a record 18.3 percent in Oc-
tober, interest rates on deposits 
are still in their single digits, 
ranging from 2 percent for regu-
lar savings to 8 percent for fixed 
deposits.

As the inflation-adjusted or 
real rate of returns falls further 
into negative territory, Nigeria’s 
target to grow financial inclu-
sion to 80 percent by 2020, from 
a current level of 44 percent is 
threatened.

“Rising inflation will make 
mobilising deposits more dif-
ficult and will constitute a stum-
bling block to Nigeria’s aim to 
boost financial inclusion,” a fi-
nancial expert told BusinessDay.

“In a bid to ensure their savings 
do not depreciate, more people 
will opt to invest in landed prop-
erties than save in a bank. I think 
banks must seek more creative 
ways of mobilising deposits,” 
the financial expert said. Adding 

LOLADE AKINMURELE
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that “Offering positive interest 
rates on savings is a tough nut 
that once cracked could boost fi-
nancial inclusion and economic 
growth,” the expert added.

Nigeria’s gross domestic sav-
ings as a percentage of Gross 
Domestic Product (GDP) or sav-
ings rate was equivalent to 21.8 
percent in 2014, according to 
data from the World Bank.

This compares with Gabon’s 
savings rate at 50.7 percent of 
GDP, Algeria’s 44.2 percent, In-
dia’s 31 percent and China’s 50 
percent, World Bank data show.

Boosting the savings rate in 
Africa’s most populous nation 
not only bodes well for financial 
inclusion, it could be channelled 
into badly needed infrastructure 
at a time when government rev-
enue has plunged due to falling 
oil prices and production.

While the Central Bank of 
Nigeria has kept its monetary 
policy rate at a high 14 percent 
that should in theory make 
returns on savings more at-
tractive, banks have failed to 
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translate that into higher savings 
rates, calling into question the 
monetary policy transmission 
mechanism.

“People need to be incentiv-
ised to save and the way Nigerian 
banks are going about it is not 
the right way,” said Kola Martins, 
a Nigerian investor resident in 
economic hub, Lagos.

The National Bureau of Statis-
tics (NBS) on Monday released 
the Consumer Price Index which 
measures inflation rate and the 
index rose to 18.3 per cent in 
October from 17.9 per cent in 
September.

NBS attributed the increase 
in inflation rate to pressures re-
corded in some sub-index such 
as housing, electricity, gas, water, 
lubricants for personal transport 
and education.

Nigeria’s economy is in reces-
sion and rising inflation has put 
monetary authorities under un-
usual duress, lost on whether to 
tame inflation or spur economic 
activity.

Only 44 percent of adult Nige-

Financial Chart of the week

rians (aged 15 and above) had 
a formal savings account as at 
2015, according to data from the 
World Bank.

The Central Bank of Nigeria 
(CBN), in collaboration with 
stakeholders launched the 
National Financial Inclusion 
Strategy in 2012 which is aimed 
at reducing the percentage of 

financially excluded Nigerian 
citizens to 20 percent by 2020.

Nigerian savings account 
holders have typically had to 
contend with negative real inter-
est rates given that inflation rates 
have often been higher than the 
interest rates offered by com-
mercial banks.

a key constraint to financial 
inclusion of women. According 
to her “Surveys conducted by 
the OECD indicate that, in many 
countries, women demonstrate 
less financial knowledge than 
men and are also less confident 
in their financial knowledge and 
skills. The challenge of improv-
ing women’s financial capability 
is compounded by the fact that 
two-thirds of illiterate people in 
the world are women.”

 Besides, just a fraction of land 
worldwide is in the hands of 
women. Consequently, women 
have difficulty providing im-
movable collateral in order to 
obtain bank loans given that 
globally, women are discrimi-
nated against in inheritance or 
ownership of lands and immov-
able assets. 

Also, research has shown that 
in rural areas particularly, wom-
en often cite distance of financial 
institutions as reasons for their 
inability to access financial ser-
vices. What is more, women are 
generally more unlikely to have 
means of identification than 
men and they own fewer phones 
than men meaning more women 
than men are excluded from mo-
bile banking that had been used 
in many rural communities to 
foster financial inclusion.
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How to save money for the 
things you want

way today. With ATM’s at 
every bank, and in malls 
and shopping centers, 
and credit cards from ev-
ery bank and every major 
department store, saving 
money has become a very 
hard thing to do.

But saving your money 
is possible, especially if 
you develop and incorpo-
rate a good plan for saving 
and a budget strategy that 
you can live with.

Learning self-control 
and self-discipline can go 
a long way in helping you 
save for the things you 
want.

Remember, if you start 
a savings account and put 
money into it on a regular 
basis, with the savings and 
the interest that the bank 
will adds to it every month, 
your saving will grow and 
you will have more buying 
power in the future.

To be sure, it takes time 
and effort to save money, 
but it is truly worth it in the 
long run.

Most people are 
prone to im-
pulse shop-
ping and get 

what they want when they 
want it. They bring out the 
check book, credit card or 
debit card, and make the 
purchase right then and 
there, without regards to 
the cost. This is called in-
stant gratification.

Instant gratification 
feels good at the time, but 

later, once the realization 
of what the real costs are, 
short term gratification 
can turn into a long term 
headache.

When you want some-
thing and it is not a priority 
in your life, the wise thing 
to do is to save the money 
to buy it and not charge it 
or pay for it with money 
that you know you need 
for things that are more 
important.

You all know that there 
is a difference between 
what you want and what 

you need.
What you want are 

things that you see, or hear 
about, that makes you feel 
the urge to possess them, 
whether you need them 
or not.

What you need are ba-
sic items that help sustain 
you for the good of your 
health and your everyday 
living experience.

There is nothing wrong 
with wanting things that 
you don’t need, but there 
may be a problem when 
you buy things that you 
don’t need and you can’t 
afford, simply because you 
want them.

There is nothing wrong 
with getting something 
that you want at a later 
date by saving for it but 
your priority should be 
spending the money that 
you have on the things that 
you need to sustain your 
living experience.

Some years back, sav-
ing money was a big deal 
but it doesn’t seem that 

Are you always on the road, get 
personal accident insurance?

T
he growing 
incidence of 
accidents on 
our roads, re-
sulting from 

poor infrastructures and 
excessive speeding by 
motorists has put many 
road users on danger list. 
If you walk to the ortho-
pedic hospitals, you will 
be amazed the number 
people brought in each 
day to the emergency 
units as result of vehicu-
lar accidents, particularly 
the motor cycle popularly 
called ‘Okada’.

The unfortunate thing 
is that majority of the 
victims do not even have 
money to pay for their 
medical bills, leaving their 
relations to begging from 
one person to another for 
help.

While who becomes 
victim of accident can-
not be predicted, it is 
important that people 
take insurance to pro-
tect their self incase of 
accident.

Insurance here pro-
vides cover to enable an 
accident victim meet his 
or her medical bill in the 
event of an accident or 
make claims in the case of 
permanent disability.

While some employers 
have provided for insur-
ance of their employees 
as group life insurance, 
which covers death in 
service, it is important 
that people take personal 

accident insurance.
A Personal Accident 

Insurance covers ex-
penses that occur as a 
result of an accident, 
providing financial as-
sistance to you and your 
family in times of your 
greatest need. Depend-
ing on the premium plan 
that policy holder could 
get as much as he or she 
wants depending on the 
policy terms. 

Among the advantages 
include a 24 hour cover-
age worldwide; no medi-
cal examination require; 
flexibility to increase ben-
efit level by choosing ideal 
plan; option to secure 
multiple benefits through 
multiple premiums as 
well as affordable premi-
um rates.

Personal Accident In-
surance

The Personal Accident 
Insurance covers expens-
es that occur as a result 

of an accident, providing 
financial assistance to you 
and your family in times of 
your greatest need

Features
•    Fill policy docu-

ments plan of choice
•    Standard Plan: 

Death/permanent dis-
ability benefit – up to NGN 
500,000 *

•    Executive Plan: 
Benefits between NGN10 
– 50 million *

•    Premium Plan: 
Benefits from NGN 50 
million *

Benefits/Advantages
•    24 hour coverage 

worldwide
•    No medical exami-

nation required
•    Flexibility to increase 

benefit level by choosing 
ideal plan

•    Option to secure 
multiple benefits through 
multiple premiums

•    Affordable premium 
rates

MODeSTUS AnAeSOrOnYe

Learning self-control 
and self-discipline 

can go a long way in 
helping you save for 
the things you want



Increased scrutiny forces Coys 
to re-evaluate tax decisions

O
n e  o f  t h e 
global pre-
d i c t i o n s 
P w C  e x -
perts pre-

sent in a recent thought 
leadership series is that 
of tax function’s role in 
risk management and 
governance.

This is in recognition 
that tax risk management 
has become more in focus 
than reducing or optimis-
ing the tax burden.

Titled “The Tax Func-
tion of the Future: Build-
ing the Business Case for 
Change”, the report by 
PwC predicts among oth-
ers that enhanced stake-
holder scrutiny and repu-
tational risk will force 
companies to continu-
ously re-evaluate their tax 
decisions.

Also, ‘The Tax Function 
of the Future’ notes how 
important it is for tax to 
not only understand the 
business, but help the 
organisation understand 
that what is occurring in 
other functions may be 

triggers for tax (tax func-
tions).

It also emphasizes the 
need for tax to be able to 
define both qualitative 
and quantitative benefits 
of transformation efforts 
and commit to delivering 
those benefits within a 
specified period of time.

These benefits include 
better cash management, 

IHEANYI NWACHUKWU

Tax Digest

effective tax rate (ETR) re-
duction, alignment with 
other business areas, le-
gal entity reporting and 
management, and stra-
tegic input into other key 
business areas, such as 
business planning, new 
product/service devel-
opment and Mergers & 
Acquisition (M&A) trans-
actions.
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Ch i e f  F i n a n -
c i a l  O f f i c e r s 
( C F O s )  a r e 
being left ex-

posed as the increasing 
volume and pace of 
data impacts their abil-
ity to provide meaning-
ful insights to boards at 
speed with no errors.

This is according to a 
new report by EY Finan-
cial Accounting and Ad-
visory Services (FAAS), 
which finds that 66% of 
respondents worldwide 
say this issue is hav-
ing a significant impact 
on the effectiveness of 
corporate reporting, up 
from 57% in 2015.

How can reporting 
catch up with an ac-
celerating world?, an 
annual global survey 
of 1,000 CFOs or heads 
of  reporting of  large 
organizations across 
25 countries in organi-
zations with revenue 
greater than $500mil-
l i o n ,  f i n d s  t h a t  t h e 
Americas, Asia-Pacific, 
Japan and the Middle 
East all  cite changes 
to technology as their 

number one external 
reporting challenge. 
D e a l i n g  w i t h  t h e s e 
technological changes, 
including cloud-based 
systems, data analytics, 
robotic process auto-
mation (RPA) and arti-
ficial intelligence (AI), 
is also the top issue for 
35% of emerging mar-
kets respondents and 
the number two issue 
for those in Europe.

Peter Wollmert, EY 
Global and EMEIA FAAS 
L eader,  says :  “CFOs 
worldwide are strug-
gling to make the most 
of the increased volume 
and speed of data avail-
able to them. Many are 
encumbered by legacy 
systems that do not al-
low reporting teams to 
extract forward-looking 
insight from large, fast-
changing data sets. The 
result  is  an increas-
i ng  e x p e c t at i o n  gap 
between what boards 
now look for from cor-
porate reporting and 
what CFOs can deliver. 
Until reporting catches 
up with technological 

More CFOs concerned with impact of data on corporate reporting

In summary, PwC tax 
experts noted that a “clear 
agreed upon strategy” 
is vital for any organisa-
tion in the current en-
vironment; adding that 
it brings organisational 
clarity, a yardstick for de-
cision making and a clear 
destination for leading 
the tax team.

“It also is important for 

tax to educate other func-
tions on how and why 
business changes and 
external demands have 
an impact on tax and the 
business. 

Collaborating and 
building relationships 
with other functions will 
enhance tax’s ability to 
successfully deliver the 
business case for change”, 
it stated.

It predicts that global 
tax information reporting 
requirements will grow 
exponentially and will 
have a material impact 
on the operations and 
related budget allocations 
within the tax function.

Also expected is that 
regulators will demand 
transparency regarding 
global taxation, necessi-
tating clear and thought-
ful communications with 
public stakeholders about 
corporate contributions 
to the communities in 
which they do business.

“Information sharing 
will be commonplace 
among taxing jurisdic-
tions, and taxing authori-
ties will have the capa-

bility to mine data and 
conduct global audits, 
resulting in increased 
disputes,” it stated.

“One of the most im-
portant skills and the 
most lacking in tax is com-
munication, the ability to 
explain tax issues to non-
tax team members so that 
they can understand. Tax 
should spend more time 
listening, developing re-
lationships and being 
helpful to other functions. 
Listening is key since it is 
important to understand 
issues fully in order to 
calibrate the appropriate 
actions. It is not just about 
the tax agenda, it is about 
developing tax people to 
be organisationally cog-
nizant”, according to Alex 
Peng of Emerson Electric.

“Tax alignment with 
overall business goals 
and objectives and inte-
gration with finance and 
other functions, particu-
larly assessment of risk 
and governance, are key 
to driving and sustaining 
value while creating a 
successful tax organiza-
tion”, Peng said.

advancements it  will 
continue to be compro-
mised.”

At a time when close 
t o  a  t h i r d  ( 3 2 % )  o f 
CFOs sur veyed rank 
their reporting operat-
ing model as “average”, 
it is not surprising that 
56% say transforming 
their model is a major 
focus of their role. Over 
the next two years, 54% 
expect  to see a  ver y 
significant or signifi-
cant  increase in the 

use of outsourcing, fol-
lowed by managed ser-
vices (51%) and captive 
shared services centers 
– onshore or near-shore 
(50%). Captive shared 
services centers – off-
shore and centralized 
centers of excellence 
are at 48% and 46% re-
spectively.

The top three drivers 
for what CFOs hope to 
achieve by these new 
reporting arrangements 
are:  increased accu-

racy and effectiveness 
of reporting (30%); im-
proved data analytics 
in reporting to drive 
forward-looking stra-
tegic insight (29%); and 
a more flexible and ag-
ile reporting function 
(28%).

Yet,  with all  these 
changes, 42% are con-
cerned about striking 
the right balance be-
tween central control 
and the need to devolve 
reporting so it  is  at-

tuned to local needs. 
Today, the dominant 
organizing principle for 
corporate reporting is 
one where everything 
is controlled from head 
office (33% of respond-
ents). However, CFOs 
are likely to move to-
wards control residing 
with head office but 
significant responsi-
bilities assigned to local 
markets. Twenty-nine 
percent of respondents 
see this as the future 
model, with just 24% 
operating this model 
currently.

Wollmert says: “CFOs 
are mapping how they 
see the future of report-
ing. However, unless 
decisive action is taken 
quickly to define a bold 
strategy and vision for 
advancing the report-
ing process, they will 
continue to fall behind 
the pace of technology. 
For CFOs contemplat-
ing this journey, the 
mantras for their re-
porting function needs 
to be responsive and 
streamlined.”

C002D5556
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Edwin Igbiti, managing director/ CEO, 
AIICO Insurance plc

A
s the economic 
recession in Nige-
ria bites hard with 
clear threats on 
survival of busi-

nesses, insurance brokers 
have been tasked to redefine 
their business model in other 
to remain relevant, increase 
penetration and contribute 
more to economic growth.

Stakeholders who spoke 
at the national conference 
of the Nigerian Council of 
Registered Insurance Brokers 
held in Abuja with the theme 
“The Future Today” said in-
surance brokers should look 
beyond their traditional role 
of facilitating risk transfer to 
providing additional value 
added services to consumers.

A former Minister of State 
for Finance and current 
Chairman of the Board of 
Directors of Law Union and 
Rock Insurance plc, Remi 
Babalola, said there is an 
urgent need to expand their 
role beyond facilitators of 
risk transfer to helping their 
clients keep pace with the 
social, technological, envi-
ronmental, economic and 
political developments in the 
economic space.

“As insurance brokers, you 
need to expand your role 
beyond facilitators of risk 
transfer to helping  clients 
keep pace with the sudden 
developments influencing 

Insurance brokers tasked to redefine their business 
model to deepen penetration, remain relevant
Stories by
MODESTUS  ANAESORONYE,

changes in the Nigerian soci-
ety by ensuring their business 
survive even in the face of 
economic challenges”, he said.

Babalola while baring 
his mind on how insurance 
brokers can stay relevant in 
the insurance business in 
Nigeria said “the future is 
for the insurance brokers 
who demonstrate analytics, 
innovation, expertise in risk 
identification, management 
and transfer, and who can 
design and supply bespoke 
solutions to risks owners”

He bemoaned the 0.43 
percent insurance penetra-
tion rate, less than $5 insur-
ance density in the country 
and its less than 1 percent 
contribution to the GDP. He 
however affirmed that there 
are abundant opportunities 
for growth.

Presenting his paper, Ba-
balola identified information 
advantage as a game changer 
for insurance brokers who 
wish to differentiate them-
selves in offering cutting-
edge solutions in remaining 
relevant both in the present 
and the near future.

He also explained that the 
retail segment of the insur-
ance space is the future of 
insurance business market 
in Nigeria given its untapped 
growth opportunities, hence 
the need for the insurance 
brokers to deploy technology 
to unlock the growth poten-

tials whilst engaging in con-
stant public enlightenment to 
sensitise the market segment 
for increased penetration.

While charging members 
of the Council on the need 
to place the interest of their 
clients above all things, he 
tasked them to apply profes-
sionalism, integrity and inde-
pendence in their business.

Mohammed Kari, commis-
sioner for Insurance said an 
Insurance Broker is expected 
to apply his or her profession-
al and in-depth knowledge 
of risks and the insurance 
market to secure and arrange 
suitable insurance policies for 
his or her clients.

“What we have noticed is 
that while on one hand, the 
insurance service providers 
hardly explain enough what 
they sell (the contract docu-
ment), on the other hand, the 
policyholders neither read 
nor ask questions about the 
contract document of what 
they buy.  So the Insurance 
Broker is well positioned to 
bridge this gap.”

Kari said the task of the 
insurance Broker should 
go beyond the collection of 
premium, claims’ cheque 
(where applicable) and for-
warding of renewal notices. 
“Conscious effort should 
be made by the insurance 
broker to bridge the infor-
mation and knowledge gap 
between the provider and the 

consumer. The future market 
will certainly belong to that 
broker who has worked hard 
enough to secure the trust 
and loyalty of the consumer 
today.”

Beyond that he wants bro-
kers to apply professional 
ethics, moral standards and 
discipline in their business 
as professionals, and that is 
what we must give to gain 
that professional respect.

Earlier in his speech, Kay-
ode Okunoren, president, Ni-
gerian Council of Registered 
Insurance Brokers (NCRIB) 
said the new Financial Re-
porting Council code of cor-
porate governance which 
mandates a Managing Direc-
tor and Executive Director of 
companies to leave on the at-
tainment of 10 years in office 
will create a big vacuum as 
well as threaten the continual 
existence of most firms. Oku-
noren, said proponents of the 
initiative should note the fact 
that the insurance industry is 
still fragile and challenged by 
insufficient manpower.

“Although we are al l 
aware of the need for strong 
corporate governance rules 
in ensuring sanity in busi-
ness, the application of the 
rules with regards to the 
position of CEOs of Insur-
ance Broking firms who 
have more than eight staff 
in their companies would 
do the economy no good.
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L-R: Olatunji Oluyemi, managing director/CEO, UnityKapital Assurance Plc; Isioma Chukwuma, presi-
dent, Nigerian Council of Registered Insurance Brokers and Christie Okwudishu, assistant marketing 
manager, UnityKapital Assurance Plc at the 2016 NCRIB National Conference and Exhibition in Abuja.

L-R: Shola Tinubu, deputy president, Nigerian Council of Registered Insurance Brokers(NCRIB); 
Remi Babalola, former minister of State for Finance and Kayode Okonoren, president of NCRIB at 
the 2016 National Insurance Brokers Conference and Exhibitions held in Abuja, recently.

UnityKapital re-examines 
operation for better service delivery

UnityKapital As-
surance Plc says 
its re-examining 
it’s  processes, 

operations  and systems 
to deliver speedy and ef-
ficient service to clients, 
while also ensuring that it 
meets all claims obligations 
promptly.

This was disclosed by the 
Managing Director/CEO of 
the company,

Olatunji Oluyemi, man-
aging director/CEO of the 
Company made the disclo-
sure at the sideline of the 
2016 National Conference 
and Exhibition of the Nige-
rian Council of Registered 
Insurance Brokers (NCRIB) 
held in Abuja.

He said “We are actively 
re-examining our process-
es, operations and systems 
to ensure that we deliver 
speedy and efficient ser-
vices while ensuring that 
we fulfil  ever y promise 
contained in a UnityKapital 
Insurance Policy.”

Oluyemi stressed that 
UnityKapital Assurance will 
maintain a good relation-
ship with the insurance 
brokers as major partners 
in the business.

According to him, the in-
surance industry in Nigeria 
cannot function properly 
without the brokers who 
represent a good chunk 
of the professionals in the 
industry.

Going forward, he prom-
ised the full support of the 
company to the brokers in 

cooperation and fellow-
ship in order to deliver 
outstanding value to the 
insured’s.

“ We  s t re t c h  o u t  o u r 
hands to you today in coop-
eration and fellowship. Our 
aim is that, along with you 
our broker friends, we will 
deliver outstanding value 
to our customer insured’s. 
“We invite you to partner 
with us as we go along in 
this journey. It promises to 
be a really exciting journey”, 
he added.

In his address, he also 
hinted that UnityKapital 
Assurance Plc is in the mid-
dle of a major corporate 
repositioning towards mak-
ing the company one of 
the leading underwriting 
companies in the country 
in the medium term.

The CEO who said that 
the company holds brokers 
in great esteem hinted that 
the company will not leave 
any stone unturned in its 
drive to achieve its corpo-
rate objectives while adding 
value to its stakeholders.

To underscore the im-
portance UnityKapital As-
surance plc accords the 
brokers, its Management 
was well represented at the 
event including the Execu-
tive Director (Operations), 
Babatunde Oshadiya; As-
sistant General Manager 
(Human Resources and 
Administration),  Nkiru 
Achara, AGM Technical, 
Samuel Ojo; and AGM Mar-
keting, Olugbenga Ambali.

…as NCRIB advices on FRC corporate governance code

Institutional finance 
development banks 
needed to drive 
pension investment 
in infrastructure
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Why you need indemnity 
insurance cover as a professional

Premium Pension holds 
compliance and ethics week

Premium Pension 
Limited has marked 
this year’s Compli-
ance and Ethics 

Week in line with the Global 
Compliance and Ethics Week 
being celebrated this year.

The event which held be-
tween November 7 and 12 
has as its theme: “Provide, 
Protect and Prevent”. The 
Pension Fund Administra-
tor is keying into this global 
event in appreciation of its 
inestimable significance.

“We have declared the 
week as our Compliance and 
Ethics Week in conformity 
with global trend and also in 
line with our vision of being 
‘The leading Pension Fund 
Administrator in Nigeria 
and a global player’” said 
the Company’s Managing 
Director and Chief Executive 
Officer, Wilson Ideva while 
flagging off a chain of events 
to underscore the week.

“This week will afford us 
the opportunity to review our 
compliance status in terms of 
mirroring the Company’s set 
policies and meeting targets 
especially in the areas of 
investment, funds manage-
ment, benefits and actuarial 
services and customer care 
and strict observance of rules

and regulations to enable 
us exceed the expectations 
of all stakeholders including 
the regulatory body, the Na-
tional Pension Commission 
(PenCom).”

Ideva further enjoined the 
staff on the need to make 
compliance an enduring cul-
ture of the company in order 
to sustain and even surpass 
the already enviable status 
of the company.

The company recently 
won awards on corporate 

governance and for driving 
inclusive coverage of pen-
sion at the last Africa Pen-
sion Awards during World 
Pension Summit- Africa 
Special.

“We are leaving no stone 
unturned to ensure that 
that we maintain our highly 
respectable position, said  
Kayode Akande, the Com-
pany’s Executive Director, 
Business Development and 
Investment.

“The level at which these 
awards have been given is 
quite significant and our 
continued identification 
with global best practice as 
represented by the Glob-
al Compliance and Ethics 
Week would further project 
our company’s integrity and 
credibility.”

“Our goal is to highlight 
the importance of compli-
ance and to focus specifically 
on the supporting role that 
compliance plays in various 
aspects of our business” 
added Funmi Femi-Oba-
lemo, the Company’s Chief 
Compliance Officer.

“By extension, we wish 
to increase awareness in 
ways that reinforce not just 
specific rules and regula-
tions, but an overall culture 
of compliance and ethics 
and commitment to good 
corporate citizenship.”

The Nigerian pension in-
dustry operates under nec-
essary safeguards and con-
scious of the rising global 
concern about compliance. 
This is basically as a result of 
the rise in corporate corrup-
tion and increasing stringent 
legal requirements for busi-
ness operations. Also, the 
liquidation of several big 
organizations around the 
world and some distressed 
financial institutions in Nige-
ria over the years revealed the 
importance of compliance 
in any successful enterprise.

The main objective of 
compliance in the Nigerian 
Pension Industry is making 
sure that the system is ef-
fective and efficient through 
ensuring adherence to rules 
and regulations aimed at 
providing sustainable pen-
sion to the deserving retired 
employees.

Premium Pension Lim-
ited is one of the pioneer and 
leading PFAs in the country 
registered after the enact-
ment of the Pension Reform 
Act of 2004. The company has 
recorded a string of successes 
since then and now has As-
sets Under Management in 
excess of four hundred billion 
naira (N400, 000,000.00) with 
more than 744,000 Retirement 
Savings Account (RSA) hold-
ers. The company has since 
inception paid out the sum of 
112.9 billion naira to retirees 
and other RSA holders.

I
f over 22,000 doctors 
practicing in Nigeria, 
under the Nigerian 
Medical Association 
(NMA) take Profession-

al Indemnity Insurance as 
required by Section 45 of the 
National Health Insurance 
Act, 1999, the public who 
turn out to be victims of their 
errors would get adequate 
financial compensation.

F ro m  N M A  m e mb e r s 
alone, the nation’s insurance 
could mop up an estimated 
N1.1 billion premium an-
nually for a minimum bed 
space of 20, which is enough 
to guarantee adequate com-
pensation in an estimated 
sum assured of over N200 
billion. That is, 22,000 doc-
tors paying a premium of 
N50,000 per annum for mini-
mum bed space would have 
earned a sum assured of 
N200 billion.

Incidentally, this is not 
the case as majority of the 
doctors are ignorant of the 
provisions of the law, while 
the public also do not know 
they could make claims on 
medical practitioners error 
in the course of treatment, 
so the insurance companies 
that are legally responsibly to 
undertake this risk are also 
short changed as 90 percent 
of the doctors do not take the 
insurance. This is in spite of 
the fact professional Indem-
nity Insurance is compulsory 
under the law and requires 
that medical practitioners 
take the insurance against li-
ability damage in the course 
of duty.

The reason has been due 
to lack of adequate legal 
framework to implement 
the law; usual compromise 
by government enforcement 
agencies and lack of aware-
ness on the part of victims.

Professional Indemnity 
Insurance also called profes-
sional Liability Insurance but 
more commonly known as 
errors & omissions (E&O) in 

the US, is a form of liability 
insurance that helps protect 
professional advice- and 
service-providing individu-
als and companies from 
bearing the full cost of de-
fending against a negligence 
claim made by a client, and 
damages awarded in such a 
civil lawsuit.

The coverage focuses on 
alleged failure to perform 
on the part of, financial loss 
caused by, and error or omis-
sion in the service or product 
sold by the policyholder. Pro-
fessional liability coverage 
sometimes also provides for 
the defense costs, including 
when legal action turns out 
to be groundless.

Mayowa Adeduro, man-
aging director, Anchor In-
surance Limited had said 
the biggest challenge facing 
implementation of PII is lack 
of enforcement mechanism.

Adeduro said that govern-
ment agencies who should 
insist that these medical 
doctors or other service pro-
viders take the compulsory 
insurance as precondition 
for renewal of their annual 
operation license most a 
time compromise and these 
things are taken for granted.

“Government should in-
sist that these practitioners 
place at strategic position 
in their offices certificate of 
compliance indicating that 
they have taking their liabil-
ity insurance for the current 
year, or face sanctions. If this 
can be possible, you will see 
that it will no longer be taken 
for granted and it will be in 
the interests of the public 
and the insurance industry, 
Adeduro said.

Michael Odutola, a bro-
ker said the importance of 
insurance to professionals 
cannot be over emphasised 
because it becomes a fall-
back position in case of the 
unexpected.

He said the purpose of 
p ro f e ssi o na l  i n d e m n i t y 

sidered to be Professionals 
i.e. Computer consultants, 
advertising agents, and fund 
managers.

Why does a professional 
need a professional indem-
nity policy?

A Professional will hold 
himself or herself out as hav-
ing a special skill, which can 
be relied upon by another. 
Consequently, the law re-
quires that the professional 
exercise the required skill to 
an appropriate level expect-
ed by that profession. Profes-
sionals are only human and 
mistakes do happen. Any 
financial loss, injury or dam-
age arising from a mistake or 
failure by the professional to 
exercise the required level of 
skill may mean that an award 
is made in favour of a person 
who suffers a loss, damage or 
injury. A Professional may 
also be held to be liable for 
a mistake even though there 
was no negligence.

What protection will a 
professional indemnity 
policy provide?

A Professional Indem-
nity insurance policy aims 
to shield the professional’s 
assets in the event of a claim 
therefore ensuring that he/
she is able to carry on their 
business

What is the date of incep-
tion?

The Inception date is the 
date of the start of the Policy 
Period.

When does a wrongful act 
take place?

Few professional liability 
insurance policies provide a 
definition for arriving at the 
exact time at which a wrong-
ful act takes place. However, 
according to custom and 
practice, the wrongful act is 
generally considered to have 
taken place when the profes-
sional service that ultimately 
causes the loss or damage is 
actually performed or should 
have been performed, but 
was not.

policy is to protect the pro-
fessional man against his 
legal liability and to pay for 
damages to the persons who 
have sustained loss arising 
from his own professional 
negligence or that of his 
employees in the conduct 
of the business. Are you are 
professional adviser or give 
service as a lawyer, architect, 
medical doctor, dentist ,etc , 
then you need Professional 
Indemnity Insurance cover.

The Nigeria the National 
Health Insurance Scheme 
– (NHIS  of 1999) requires 
every healthcare profes-
sional  have insurance that 
will protect their patients in 
case of accidents or fatalities 
(death) resulting from pro-
fessional negligence. This 
type of insurance provides 
compensation to patients 
and their relatives in the 
event of involuntary mur-
der, disability, shock and 
injury suffered by patients 
as a result of the negligence 
of health care providers. The 
penalty for non-compliance 
with this law is a possible 
revocation of licence by the 
National Health Insurance 
Council, a record of convic-
tion, and sealing-off of the 
premises.

What is professional in-
demnity insurance?

Professional Indemnity 
Insurance protects you from 
claims if your client holds 
you responsible for errors, 
or the failure of your work to 
perform as promised in your 
contract.

Who is a professional?
Anyone who gives to an-

other person advice and/or 
services of a skilful charac-
ter according to an estab-
lished discipline might be 
regarded as a ‘Professional’. 
That means persons other 
than those in ‘traditional’ 
Professions, such as doctors 
and lawyers, Engineers, Sur-
veyors , Insurance Brokers , 
Accountants  are now con-

Wilson Ideva, managing director, Premium Pension Limited addressing some staff during the company’s celebration of Compli-
ance & Ethics Week 2016 

Our goal is to 
highlight the 

importance of 
compliance and 

to focus spe-
cifically on the 

supporting role 
that compliance 
plays in various 
aspects of our 

business
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In Association with

jects financing.
“ There must  be also 

strong political will and 
consistency in formulation 
of policies to retain inves-
tor’s confidence.”

Ohioma noted further 
that the minimum require-
ments/ criteria for pension 
fund investments in infra-
structure, as stipulated in 
the Investment Regulation 
is very robust, and provides 
adequate safeguard for pen-
sion fund assets.

“It has open and trans-
parent transactions pro-
cedures and processes, in 
terms of biddings process, 
contractors, selection and 
pricing among other quali-
ties.

The Regulation on Invest-
ment of Pension Fund As-
sets issued by the National 
Pension Commission was 
amended in 2010, to allow 
for investment in alternative 
asset classes e.g. infrastruc-
ture “Bonds” and “Funds”; 
private equity funds and 
real estate/housing.

The projects, the guide-
line emphasised must be 
of quality, bankable, self-
financing and commer-
cially viable. Besides, it must 
have strong political risks 
cover as well as robust legal 
framework to protect all 
parties, especially investors.

Nigeria has a large in-
frastructure deficit in all 
key sectors, largely due to 
population growth, demo-
graphic change and urbani-
zation, which have driven 
increased demand for infra-
structure in Nigeria.

In 2016, the national 
budget significantly in-
creased the allocation to 
capital expenditure, by up to 
26.2 percent of the budget, 
which amounted to N1.59 
trillion, while Ministry of 
Finance estimates an an-
nual infrastructure need of 
N7.3 trillion.

The implication is that 
only 22 percent of the min-
istry of finance estimated 
annual need for infrastruc-
ture can be accommodated 
by the 2016 budget.

This section is 
created to increase 

awarness and deepen 
knowledge about 

the contributory 
pension scheme.

If you have enquiries 
or contributions,
send to this e-mail: 

diamondpfcbusday@yahoo.com

Commission (PenCom) in 
a presentation at a recent 
seminar for journalist or-
ganised by the Commission 
said infrastructure is a po-
tential avenue for pension 
funds to reap higher and 
consistent returns on in-
vestment, if adequate poli-
cies, structures and regula-
tions are instituted.

He stated that several 
countries in Europe, Latin 
America and Africa have 
successfully utilized part of 
the accumulated pension 
funds by investing in new 
infrastructure projects or 
renewing dilapidated ones.

Ohioma speaking on the 
theme “Pension Funds for 
Economic Development : 

Investing Pension Funds in 
Infrastructure” said pension 
assets in Nigeria, valued at 
N5.96 trillion as at 30 Sep-
tember 2016, are currently 
the largest available pool 
of patient capital that could 
help reduce the country’s 
infrastructure gap.

According to him, pen-
sion fund investment in in-
frastructure is a reasonable 
proposition given the good 
asset/liability match, as 
infrastructure projects are 
long term investments that 
match the long duration of 
pension liabilities.

He observed that simi-
lar jurisdictions like Ni-
geria have effectively de-
ployed pension funds for 

investment in infrastructure 
projects including Ghana, 
Kenya, South Africa, India 
and Brazil.

According to him, major 
projects in the past were 
hampered by policy incon-
sistencies and lack of po-
litical will, so form basis for 
major concerns for deploy-
ment of pension funds with-
out adequate guarantees.

He said because of the 
uniqueness of  pension 
funds which must be avail-
able to the owners as and 
when due, the funds has to 
be deployed only on com-
mercial viable projects, with 
full repayment Guarantee 
by government, especially 
in the early stages of pro-

T
he lingering de-
bate about uti-
lising Nigeria’s 
growing pension 
funds for infra-

structure development will 
not materialise until there 
is adequate security and 
guarantee for the fund to be 
released.

While the weight of po-
litical risk characteristics of 
the Nigerian environment 
poses a major challenge 
irrespective of possible 
government guarantees, 
direct participation in the 
projects and guarantees by 
institutional finance devel-
opment banks would help 
haste process and unlock 
the funds for infrastructure 
development.

Experts say major finance 
development institutions 
like the World Bank, Inter-
national Finance Corpo-
ration (IFC) and African 
Development Bank (ADB) 
should assist Nigeria like 
what they have done in 
other jurisdiction by par-
ticipating in infrastructure 
projects and providing guar-
antees.

“ T h i s  ha s  ha p p e n e d 
in other jurisdictions, so 
i don’t see the reason it 
should not happen in Ni-
geria for the benefit of the 
Nigerian public, the experts 
stated.

The experts are con-
cerned about continuous 
debate on investment of 
pension funds in infrastruc-
tures without fruitful result, 
say the participation and 
clear involvement of major 
international development 
finance institutions will 
build the needed confi-
dence and attract both local 
and foreign investors to play 
in the sector.

“They said that policies 
must be instituted to at-
tract global infrastructure 
advisors and managers in 
order to build capacity and 
facilitate knowledge/ skills 
transfer to Nigerians.”

Ehimeme Ohioma, head, 
Investment Supervision De-
partment, National Pension 
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Rivers’ rerun polls: Amaechi confident APC 
will snatch Ogoni despite Wike’s resistance

Trump victory: Those expecting Soyinka to tear 
his Green Card are childish in their reasoning - Birma

AKINREMI FEYISIPO, IbadanI
t is sheer irresponsible to 
demand that Wole Soyin-
ka, a professor and Nobel 
Laureate, should make 
good his threat to tear his 

Green Card following the victory 
of Donald Trump at the Ameri-
can Presidential election held 
last week.

Dauda Birma, a former edu-
cation minister in the Sani Aba-
cha regime, expressed the view 
in an exclusive interview with 
BusinessDay.

“I think those clamouring that 
Professor Wole Soyinka should 
honour his threat by tearing his 
Green Card are being childish, 
reckless and irresponsible,” 
Birma said.

According to him, “Don’t 
forget, everything that Donald 
Trump said during the election-
eering campaign was merely 
playing to the gallery.  Trump 
was just appealing to the con-
science of certain elements of 
the American society by say-
ing all that he said during the 
campaign; such words were not 
resonating with certain class 
of people that considered the 
utterances unwarranted and to 
the extreme.

“So, Professor Soyinka, being 
an international figure who had 
won a global award and highly 
recognised and revered in equal 
measure, responded with equal-
ly in a manner that conveyed 
a message that Trumps’ utter-
ances were not all that courte-
ous. Soyinka, as an international 
icon spoke out to represent the 
feeling of many right-thinking 
people across the globe. Don’t 
forget that given his clout, when-
ever he speaks, his words are 

weighty and respected.”
Birma, a former presidential 

aspirant on the platform of the 
defunct All Nigerian Peoples 
Party (ANPP), further said that 
Soyinka may have threatened 
to take a drastic step as a poet 
exercising his poetic licence, an 
expression only those operating 
at the highest level of intellectual 
frequency like himself (Soyinka) 
will appreciate.

Responding to a question as 
to whether it was reasonable 
or necessary in the first place 
for Professor Soyinka to have 
gone to the extent of exercis-
ing such a level of partisanship 
in the American election, the 

Adamawa State-born politician 
said: “What I want to tell you is 
that Trump’s grandstanding was 
equally matched by Soyinka’s 
grandstanding. It was an extrem-
ist view that attracted extremist 
response. Professor Soyinka 
spoke at a very high literary level. 
I must re-emphasise that it is an 
irresponsible expectation for 
anybody to think that the Nobel 
Laureate should have by now 
torn his Green Card in line with 
whatever threat he made before 
the election.”

Recall that Soyinka was quot-
ed days before the US presiden-
tial election as saying that he 
would cut his green card, a per-

manent residence permit for the 
US and immediately leave the 
country if Trump was elected.

The report said Soyinka, a 
scholar-in-residence at New 
York University’s Institute of 
American Affairs, disclosed 
the plan in a speech to Oxford 
students.

“If in the unlikely event he 
does win, the first thing he’ll 
do is to say [that] all green-card 
holders must reapply to come 
back into the US. Well, I’m not 
waiting for that. The moment 
they announce his victory, I will 
cut my green card myself and 
start packing up,” he was quoted 
to have said.

Minister of Communications, 
Adebayo Shittu has lashed 
out at those calling for true 

federalism, especially state gover-
nors, saying they have not shown 
good example in local government 
administration.

“The state governors lacked the 
moral standing to call for more 
funding in the guise of true federal-
ism when many of them are guilty 
of true ‘statism’ in their respective 
states,” Shittu said.

While challenging advocates of 
true federalism to come up with 
clear definition and observable 
features of true federalism so that 
it can be measured, he stressed 
that it was unfortunate that some 
governors are championing true 
federalism when they had failed on 
their own beats.

Shittu, who spoke at the 40th An-
niversary of the Department of Psy-
chology, University of Ibadan, said 
that some governors who failed to 
conduct local government elections 
in order to strangulate local govern-
ment fund by appointing caretakers 
should show true statism at states.

The Communications Minister 
said: “I want to challenge all those 
asking for true federalism to give 
us the definition of what constitute 
true federalism and list out those 
things that we should do to attain 
true federalism. I want to say with 
due respect to most of our state 
governors, particularly those who 
continue to agitate for true federal-
ism but have no better examples 
they have laid in their various states. 
It’s unfortunate. Particularly if you 
look at the local government in our 
country we would discover that 
our local governments are neither 
local nor government. State gover-
nors who refused to conduct local 
government elections which will 
make the local government councils 
really democratic. For years, you 
find out they are always appoint-
ing caretaker chairmen for sinister 
motives of strangulating the local 
government system with regards to 
their funding and those who should 
be in care. A lot of times, most of the 
resources of the local government 
are completely controlled by state 
government all across the land. So 
what example of true statism if you 
like are they giving? They should first 
provide the best in liberality and so 
on to those under them before ask-
ing for more funds in the guise of 
calling for true federalism.”

The Secretary to the Ondo State 
government, Aderotimi Adelola 
had earlier said if Nigeria’s change 
agenda is to have any meaning, it 
must incorporate psychologists and 
reflect true federalism by devolving 
powers to states.

Adelola said the Federal Gov-
ernment is strangulating the states 
in whose domain resources lie but 
exploited only with the approval of 
Federal Government, noting that 
true federalism was the desired 
change needed with greater input 
from psychologists.

The Coordinator, Southwest 
Zone Nigeria Psychological Asso-
ciation, Peter Olapegba, noted that 
the Department of Psychology at 
University of Ibadan, has the high-
est professors in the field in Nigeria, 
adding that Nigerian government 
should leverage on this to enhance 
national life.

IGNATIUS CHUKWU

The usual boasts be-
fore elections have re-
echoed in Rivers State 
where the Minister of 

Transportation, Chibuike Rotimi 
Amaechi, has said his All Pro-
gressives Congress (APC) was 
ready to sweep the polls in Ogoni 
areas in the rerun election fixed 
for December 10, 2016.

The State Governor, Nyesom 
Wike, leader of the rival People’s 
Democratic Party (PDP), had 
earlier boasted that any time 
the rerun was held, his party 
would sweep the polls. The most 
prominent figure in the election 
is Amaechi’s ally, Magnus Abe, 
who seeks to return to the Sen-
ate. Wike is doing everything to 
stop such a prospect as Amaechi 
seems bent on getting it right.

Speaking at a rally in Bera 
community in Gokana Local 
Government Area, Amaechi said 
winning in Ogoni and Rivers 
South-East Senatorial District 
had already been foreclosed 
considering the support the 
party enjoys in the district, add-
ing that where the contest ex-
isted would be in Ikwerre and 
Ahoada areas.

He said: “If there is one place 
that APC should win is Ogoni. 
But Wike says he must win here. 
He is not God and since he is 
not God, he will fail. The battle 
is not here at all. The battle is in 
Ikwerre and Ahoada axis. So, he 
had better forget here”.

The former governor said the 
support of the district stemmed 
from both developmental proj-
ects he sited in the area and 
appointments given to sons and 
daughters in the area while he 

True federalism: 
Minister accuses 
governors of 
strangulating LGs

was governor.
He, therefore, charged Wike 

to match the achievements he 
(Amaechi) left Ogoni land or 
supersede them. Explaining 
further, Amaechi reminded the 
people of the number of indi-
gent persons in the area given 
scholarships to study abroad 
while he was governor but were 
heartlessly repatriated by Gov-
ernor Wike.

“He could not take your chil-
dren to overseas. Instead of 
taking them there, he returned 
them to Nigeria; poor innocent 
children, poor children of poor 
families,” he said.

The minister urged the people 
to turnout en-masse to vote for 
APC, assuring them of protec-
tion against threats from the gov-
ernor, adding that the governor’s 
threats should not be ignored as 
his utterances and actions depict 
him “as a thug capable of doing 

anything”.
“It is only a thug that can 

stand in front of a judge’s gate 
and be struggling with security 
men. A governor will go back 
to his house and call the presi-
dent. When the SSS invaded the 
Presidential lodge of the Akwa 
State Government House, the 
governor didn’t go to the gate. He 
called the President. And they 
were asked to return to Abuja. 
Instead of this one to call the 
President, what did he do? Go 
and fight. Only a thug can do 
that. In all the fight I had with 
the Federal Government with 
former President Goodluck Jon-
athan, nobody saw me physically 
battling with anybody. When I 
became governor, there were so 
many people appointed by Odili. 
There were so many businesses 
by Odili’s people. Did I stop any? 
No. Wike doesn’t know what it is 
to govern”.

Wole Soyinka and Donald Trump



blueprint with clearly stated goals, 
plans, policies and strategies to 
drive the economy.

The Chamber stressed that the 
economic policy space has re-
mained unclear, adding that policy 
conception has been faulty, hence 
coordination and implementation 
suffers serious setback. It submit-
ted that the past one-year has been 
characterized by severe decline 
in economic activities, a develop-
ment that is not good enough for 
the small and medium scale enter-
prises in the country.

“There is, therefore, urgent need 
for central policy strategy with 
detailed and well-designed policy 
direction. This is critical for ef-
fective and efficient coordination 
and implementation of policy,” the 
chamber advises, recalling that the 
official exchange rate of the dol-
lar to the naira, in May 2015, was 
N197.9 to $1, while within the same 
period in 2016 a dollar exchanged 
officially for N199, but in the paral-
lel market it was N219 in May 2015 
but depreciated to about N350 to $1 
in May 2016.

The optimism that has arisen 
from all these as expressed by Muda 
Yusuf, the chamber’s DG, who 
spoke at a Youthpreneur Business 
Summit 2016 in Lagos with the 
theme,   ‘Passion to Wealth: Road 

A
t no time but now, 
when Nigeria is passing 
through a very chal-
lenging economic cy-
cle, is the need to take 

a more critical look inwards for 
local entrepreneurs who still want 
to remain in business and maintain 
reasonable level of production.     
This need calls for local content ad-
aptation in line with the call by the 
Lagos Chamber of Commerce and 
Industry (LCCI) on entrepreneurs 
to begin to look inward for their 
raw materials in order to survive 
the prevailing economic crisis in 
the country.

Local content adaptation is, to 
say the least, a big necessity in any 
economy because, as a quantum of 
composite value either added to or 
created in the economy through a 
deliberate utilization of local hu-
man and material resources and 
services, it promotes local produc-
tion and operations.

Apart from optimizing the use of 
materials that are sourced locally, it 
also empowers local professionals, 
enhances local productive capac-
ity, increases gross domestic prod-
uct (GDP) and grows the economy, 
hence the need  to explore and 
encourage its use in driving brand 
identity and superiority.

Many companies, especially the 
small and medium scale enterpris-
es, have embraced this need and 
therefore adapted the local content 
strategy to drive production and 
brand identity/superiority. One of 
such companies is Rosemary’s Lim-
ited—an indigenous soft furnishing 
company.

The company has not only con-
siderably increased the level of 
local content in its production of 
various products, but also made a 
U-turn from its hitherto production 
mix in which over 65 percent of its 
raw materials were sourced from 
abroad. It now uses more of local 
raw materials in its production, and 
has extended its frontiers to Abuja 
from Lagos where it has operated 
for over 13 years.

This shift has become impera-
tive for the company and others like 
it at this time in the country when 
there is no clear government action 
or policy to encourage enterprise 
and business growth as captured in 
a recent report by the Lagos Cham-
bers on ‘The Economy After One 
Year of Buhari’s Administration’, 
in which it noted that the nation’s 
woeful economic performance 
in the year was as a result of “the 
absence of well structured, broad-
based and synergized economic 

Driving brand superiority with 
local content adaptation

use more of local content to meet 
our production requirements”, 
Ezinne Kufre-Ekanem, the com-
pany’s CEO, disclosed.

Rosemary’s has exploited avail-
able options in looking backwards 
for quality raw materials that can 
deliver the kind of high standard 
that it is known for in Nigeria and 
beyond. “Today, we are looking 
inward. The situation in the country 
has taught us to look inward and we 
have learnt a good lesson. We have 
been taught to come out with crea-
tivity that now stands us out. We 
have Kente fashion, Adire fashion 
and a host of other local products 
that we produce,” she said.  

A lot of companies are respond-
ing to the prevailing economic situ-
ation in the country in various ways 
and for Rosemary’s, the decision 
to move to Abuja is its response to 
the objective reality of the mar-
ket, disclosing that the volume of 
requests coming from the Federal 
Capital Territory was far ahead of 
what comes from other cities in 
the country.

The opening of the Abuja office, 
in the opinion of the CEO, will en-
able the company bring its world-
class soft furnishing and creative 
approach to interior decorations to 
the country’s capital city and Abuja 
is not their final destination as they 

to Economic Diversification’,  is 
that local entrepreneurs are being 
compelled to look inward for their 
local products development rather 
than depend entirely on imported 
raw materials.

Yusuf  noted that  the high ex-
change rate of the naira to the dollar 
was enough reason for any small 
and medium scale entrepreneur 
to fold up as many find it very dif-
ficult to source for sufficient foreign 
exchange to service their produc-
tion needs, pointing out, however, 
that “the economic situation is not 
entirely hopeless as it also presents 
opportunities to grow our home-
base businesses, entrepreneurship 
along value chains in various sec-
tors of the economy”.

As a demonstration of resilience 
and a readiness to rise above the 
tide at a time when many compa-
nies including banks are downsiz-
ing and closing up, Rosemary’s re-
cently opened its Abuja office. After 
about 13 years of uninterrupted 
operations in Lagos, the company 
decided to extend its frontiers.

“We were spurred by the prevail-
ing economic situation to increase 
the amount of local content in 
our production of various products. 
Unlike before when we used to 
source over 65 percent of our raw 
materials from abroad, we now 
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hope to cover more Nigerian cities 
such as Port-Harcourt, Rivers State 
and Uyo, Akwa Ibom State in 2017.

Unarguably, the business en-
vironment in Nigeria is not ena-
bling and that demands from indig-
enous entrepreneurs commitment 
and perseverance in order to sur-
vive, hence the call on government 
to make the environment more 
conducive for entrepreneurs who 
are ready contribute to the growth 
of the country’s gross domestic 
product.

A niche-focused, passion-driven 
home comfort company estab-
lished about 13 years ago, Rose-
mary’s specializes in soft furnishing 
with strong bias in personal service. 
It has a product portfolio that cuts 
across beds, lounge chairs, settees, 
dining tables, coffee stools, among 
others.

“Built to last and last in styles 
that are timeless, our beds do the 
job that they have been built to do 
like providing you with a perfect 
sleep at any time of the day or night 
you desire it,” the CEO said, adding 
that the company renders Décor 
Advisory Services (DAS) to discern-
ing individuals and corporate bod-
ies.  “We unearth and proffer what is 
best for your space; we never forget 
that it is your space and that you are 
a unique being,” she assured.

Though Nigerians are groaning as industrial productive capacity declines, jobs are lost, household income diminishes and food becomes 
luxury on the table, the economic recession that has caused all these and more still has its good sides one of which is that entrepreneurs are 
increasingly being compelled to look inwards for local content in their production not only as business survival strategy, but also as tool for 
driving brand identity and superiority, writes CHUKA UROKO.
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Hilux, Ranger, L200 eye 2016 NAJA Awards

Spotlight 
on luxury 
brands at 
LAAS

ExecutiveMotoring
Stories by 
MIKE OCHONMA

T
he volatility of oil 
prices and the de-
valuation of cur-
rencies of Nigeria 
and South Africa 

are set to provide a huge 
boost for the production of 
automotive lubricants in the 
two countries, according to 
research from growth con-
sultancy Frost & Sullivan.

The ‘Analysis of the Au-
tomotive Lubricants Market 
– Nigeria and South Africa’ 
report was published as part 
of Frost & Sullivan’s Future 
of Chemicals & Materials 
in Infrastructure & Mobility 
Growth Partnership Service 
programme.

According to Creamer 
Media, the programme also 
covers construction chemi-
cals and materials, including 
paints and coatings, indus-
trial adhesives, cement and 
cement additives, thermal 
insulation, and lubricants.

Frost & Sullivan vision-
ary science industry analyst 
Lynessa Moodley notes that 
the combined markets of 
South Africa and Nigeria are 
valued at about $2.14billion 
and are primarily driven by 
demand for engine oils, but 
there has been a perceptible 
rise in end-user demand for 
other lubricants like trans-
mission oil, gear oil and 
coolants.

She points out that the 
hike in demand for lubri-
cants stems from a rising 
prominence of the mid-
dle class in both countries, 
which has boosted vehicle 
sales. Nigeria’s motorisation 
growth rate of 8.5% a year 
is tied to the country’s gross 
domestic product (GDP), 
which has increased by 7% 
in the past decade.

Meanwhile, South Africa 
is a well-established vehicle 
manufacturing hub in Africa 
and this sector is expected to 
flourish over the next three to 
seven years, translating into 
a more expansive market for 
automotive lubricants.The 
number of old and new vehi-
cles in the two countries pre-
sents a myriad of opportuni-
ties for automotive lubricant 
manufacturers.

In Nigeria, about 80% of 
the vehicles on the road are 
second hand and they will 
require more frequent lubri-
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Study see growth in Nigeria’s, SA lube market
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Toyota lead rivals on R&D top 100 Awards

cant drains in the long term, 
contributing to the volume 
demand of automotive lubri-
cants in Nigeria.

“Improved vehicle tech-
nology in newer model vehi-
cles will require fewer lubri-
cant drains,” says Moodley.

She adds that the market 
is moving towards higher-
quality, specialised and syn-

thetic lubricants, as well as 
increased end-user aware-
ness on the importance of 
lubricant drains. “This can 
primarily be attributed to 
pending government legis-
lation regarding emissions, 
improved engine technol-
ogy and original- equipment 
manufacturers’ require-
ments for fuel efficiency.”

The research from the 
report suggests that lubri-
cant manufacturers can stay 
afloat and even strengthen 
their market position by en-
hancing awareness and ed-
ucating users on the impor-
tance of frequent lubricant 
drains and using appropri-
ate lubricants.

Further, this will also 

stave off competition from 
the informal automotive 
lubricants market, as South 
African and Nigerian end-
users are apprehensive re-
garding the use of synthetics 
and lack understanding of 
their benefits.

“This should prompt lu-
bricant manufacturers to 
conduct extensive marketing 

and awareness campaigns. 
“In addition, fostering in-
terregional ties between 
Nigerian and South African 
[manufacturers] could go a 
long way towards creating a 
collaborative environment 
that benefits all the stake-
holders and, ultimately, 
drives the market forward,” 
Moodley concludes.

Basking in the eu-
phoria as an auto-
motive innovator, 
with more patents 

coming its way than any 
other automaker over the 
past 8 years, the Japanese 
automaker has another 
feather to its cap by the R&D 
Magazine. The year’s top 100 
innovations in the global 
research and development 
space shows that Toyota was 
the most awarded carmaker.

During the event in 
Washington, D.C. last two 
weeks, innovators from the 
Toyota Research Institute, 
North America (TRI-NA) 
were recognized for their 
work on advances in hybrid 
and electric vehicle systems.

The awarded technolo-
gies include dynamic wire-
less charging that allow EV/
PEV/Hybrid batteries to be 
charged while driving and 

traction inverters that allow 
more efficient use of bat-
tery power. Toyota Motor 
Corporation (TMC) was also 
recognized with an R&D 100 
award for thermal cooling 
advances in the Land Cruis-
er Prado.

Aside from the industry-
leading three awards, Toyota 
was also nominated for two 
other technologies consist-
ing of Automotive electronics 
power cooling and Omnidi-
rectional structural colour.

“As companies in the au-

tomotive industry transform 
themselves into broader 
mobility providers, no auto 
company better demon-
strates innovation and tech-
nology for the future than 
Toyota,” said Jeff Makare-
wicz, senior vice president, 

One of the major efforts by the government to ease transportation  system in Lagos is  through  the Light Rail  project, The work is 
ongoing as captured by Pius Okeosisi, our photo editor along the outer-Marina  axis  in Lagos Island.

Toyota Technical Center 
(TTC), Toyota’s North Amer-
ican research & develop-
ment headquarters.

“We’re focused on deliv-
ering great experiences for 
our customers, a corner-
stone of Toyota’s product 
commitment, and this rec-
ognition is proof we’re living 
up to that promises.”

Toyota’s recognition at 
the awards ceremony and 
its industry-leading pat-
ent numbers illustrate the 
company’s increasing suc-
cess not only as global auto 
leader, but also as one of the 
world’s leading innovators.

Company sources say 
the world’s top automaker 
and creator of the Prius and 
the Mirai fuel cell vehicle is 
committed to building vehi-
cles for the way people live 
through our Toyota, Lexus 
and Scion brands. 
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 …With emphasis on crossovers, “green” mobility

The Senate President, 
Bukola Saraki has 
charged the Federal 
Road Safety Corps 

(FRSC) to embark on aggres-
sive enforcement of traffic 
laws, saying doing so would 
ensure compliance of the 
people and serve as disin-
centive to traffic violations. 
He made the call while re-
ceiving the Corps Marshal of 
the FRSC, Boboye Oyeyemi 
who was on advocacy visit to 
the National Assembly.

Saraki who was accom-
panied by some principal 
officers of the Senate, com-

NASS charges FRSC on traffic law enforcement

Porsche announces 
long-wheelbase 
Panamera

N
ext week at 
the Los An-
geles Auto 
Show, manu-
facturers will 

introduce more than 50 
brand-new vehicles to the 
car-buying public. With 
Bentley, Bugatti, Ferrari, 
McLaren, and Rolls-Royce 
skipping the show alto-
gether in favour of targeted 
driving and VIP event and 
increasingly common deci-
sion by some of the world’s 
leading luxury brands.

Aston Martin and Ma-
serati, similarly, will have 
to wait until later shows to 
offer anything new. But oth-
ers, including Alfa Romeo, 
Mercedes-Benz, Jaguar, and 
Porsche, will offer signifi-
cant world debuts.

Looking at the interest 
generated by the global ex-

hibition, Matt DeLorenzo, 
managing editor at Kelley 
Blue Book said that the lux-
ury brands are cautiously 
optimistic this year. The 
market has hit a plateau, 
with the luxury segment 
still locked in at 12 percent 
of the total market.

He submitted that it a 
great time to be a luxury car 
buyer because the luxury 
market is full of options and 
the LA show is going to un-
derscore that with plenty of 
new introductions.

While the showpiece 
lasts, luxury automakers 
will primarily be showing 
large sedans, crossovers, 
and SUVs, the last of which 
makes sense considering 
the fact that the U.S. is the 
world’s largest SUV market. 
Much attention will go to 
Alfa Romeo, which is in-
troducing its first SUV, the 
Stelvio today that will com-
pete against the Audi Q5 
and BMW X3. It is expected 

to go on sale in early 2017.
Land Rover will present 

the First Edition Dynamic 
version of its best-selling 
Discovery SUV, as BMW 
comes to the podium with a 
new X5 xDrive 40e as well as 
updated models throughout 
its SUV and sedan line-up.

Mercedes-Benz will pre-
miere an AMG E63 Sedan 
along with an unconfirmed 
new car from its top-end 
Mercedes-Maybach line. 
Ahead of the show, Mer-
cedes-Benz announced its 
new AMG GLE43 SUV, which 
will replace the GLE 400.

One possible sleeper 
SUV that could garner some 
hype for its good looks is 
the Infiniti QX Sport Inspi-
ration Concept. Infiniti has 
released little information 
about the car, but prelimi-
nary images show that,  it 
has the gently rounded 
hood and sharp side angles 
of a futuristic luxury car-
riage.

Among domestic mak-
ers, Cadillac will bring the 
2017 Escalade SUV and the 
enormous Escala concept 
sedan it showed briefly in 
August at the Pebble Beach 
Concours d’Elegance. The 
Escala, which takes its 
name from the Spanish 
word for “scale,” comes with 
a 4.0-liter V8 engine and an 
interior lined in wood and 
aluminum. Buick will show 
its new Cascada Convert-
ible, Encore, Envision, and 
LaCrosse.

What’s more, the show 
this year has gone so far as 
to recast itself as an “auto 
mobility” show, with the 
first days of the event fea-
turing seminars and panel 
discussions on such future 
transportation issues as au-
tonomous driving, car shar-
ing, and the connected car.

The pivot is a way for 
the L.A. event to compete 
with the increasingly popu-
lar Consumer Electronics 

mended FRSC for initiating 
the Nigeria Road Safety Strat-
egy document which would 
guide the country in its cam-
paigns against road carnage.

He expressed the readi-
ness of the National Assem-
bly to support the Corps 
in making laws that could 
strengthen its operations to 
carry out its statutory func-
tions diligently on the high-
ways.

“The Nigeria Road Safety 
Strategy document is central 
to the success of the cam-
paigns for ensuring safer 
road environments in the 

Stories by 
MIKE OCHONMA

country. We are happy that 
the nation has gotten its own; 
and I want to assure you that 
we would continue to render 
necessary legislative support 
to enhance diligent imple-
mentation of the provisions 
of the document,” he stated.

The National Assembly 
he disclosed is ever ready to 
make laws that could assist 
in strengthening the powers 
of the FRSC to carry out its 
functions and improving its 
logistics through adequate 
funding. He advised that all 

Spotlight on luxury brands at LAAS

Show in Las Vegas, which 
automakers attend with in-
creasing fervor. But analysts 
have pointed out a potential 
conflict with that shift: The 
purpose of an auto show is 
primarily to promote cars 
consumers can buy in the 
near, rather than distant, 
future.

Elsewhere, BMW 
Group’s MINI will give 
the world premier MINI 
Countryman with a plug-
in hybrid option. The BMW 
brand will also offer a BMW 
740e xDrive sedan, BMW 
330e, and a massively up-
dated BMW i8 super elec-
tric car. 

BMW won’t be the only 
one to show a new halo car 
of sorts. Jaguar will also be 
announcing a totally new 
halo car at a swanky party 
before the show, along with 
showing a $1.4 million Clas-
sic XKSS at a separate, off-
site event later in the week.

Jaguar had announced 
earlier this year that, it 
would indeed resurrect the 
classic XKSS, which was 
originally a two-seat D-Type 
that won Le Mans three 
years in a row from 1955 to 
1957. The curved work of 
art is widely considered the 
world’s first supercar.

Mercedes will deepen 
its impressive line-up with 
previews of the blisteringly 
fast AMG GT line: Spots 
with an AMG GT C Road-
ster, AMG GT Roadster, and 
AMG GT R are all planned. 
The Los Angeles company 
Divergent will show its 3D-
printed Blade supercar; it 
claims the car will use a a 
700-horsepower bi-fuel en-
gine that goes from zero to 
60 in two seconds.

Another fringe sub-
brand, Aria, will show its 
first concept supercar at an 
event in downtown L.A. The 
brand has said the car is a 
two-door, two-seat, rear-
wheel-drive Corvette V8 
engine machine. It will get 
650 horsepower and 650 
pound-feet of torque on 
its eight-speed transmis-
sion, according to company 
sources.

Why would any-
body would 
want to spend 
a small fortune 

on one of the world’s most 
rewarding sports sedans and 
then pay somebody else to 
drive it, well one can’t fath-
om, but Porsche evidently 
believes such people exist.

During this week’s Los 
Angeles Autoshow, Porsche 
will be launching a long-
wheelbase executive version 
of the Panamera, designed 
as a chauffeur car, as well as 
a new three-litre turbopetrol 
V6 (which is not the same 
as the much more powerful 
2.9-litre biturbo in the exist-
ing Panamera S and 4S) for 
the new baseline and Pana-
mera 4 derivatives.

The new body, with an 
extra 150mm of wheelbase, 
will be available with the 
new 243kW three-litre V6 as 
the Panamera Executive 4, 
the 324kW 2.9-litre biturbo 
V6 as the Executive 4S and 
the 404kW four-litre twin 
turbo V8 as the Executive 
Turbo.

Each will have all-wheel 
drive, adaptive air suspen-
sion with electronically 
controlled damping, a pan-
oramic glass roof, power-
adjustable heated seats 
front and rear, and roll-up 
sunblinds behind the rear 
headrests.

In addition, the execu-
tive 4S will feature rear-
axle steering and soft-close 
doors, while the range-top-
ping executive Turbo will 
come with all that plus four-
zone climate control and dy-
namic LED main headlights. 
Optional extras for the exec-
utive models include a large 
rear centre console which 
can also have two folding 
tables and an inductive an-
tenna connection for a sec-
ond smartphone.

Continues on page 31

L-R: Bisi Kazeem, Head, Media Relations and Strategy, FRSC, Boboye Oyeyemi, Corps 
Marshal, FRSC, Dr. Willie Obiano, Anambra State Governor and Dr Ifeanyi Okowa, Governor 
of Delta During a meeting of how to ease traffic on Niger bridge, Onitsha during the yuletide.



MOTORING ALERT
Do you know that drunk drivers are 

at the risk of making wrong judgment 
on-wheels. Do you also know that it is 

dangerous to make  phone calls or send 
text messages while driving. Life has 

no duplicate
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NASS charges FRSC on 
traffic law...

The 2017 Dodge Chal-
lenger has earned 
a five-star overall 
safety rating from the 

U.S. National Highway Traffic 
Safety Administration (NHT-
SA). Five stars is the high-
est rating in the regulatory 
agency’s vehicle-evaluation 
program.

Mike Dahl, Head of Ve-
hicle Safety and Regula-
tory Compliance, FCA North 
America, says, “This proves 
the 2017 Dodge Challenger 
is much more than a great-
looking car. It reflects our 
commitment to delivering ex-
ceptional occupant safety in 
every vehicle segment.”

Nearly 60 percent of the 
sporty Challenger’s body 
structure consists of high-
strength steel. The engineer-
ing strategy, combined with 
the careful integration of side-
guard door beams, was criti-
cal to the car’s performance in 
NHTSA’s side-impact testing.

NHSTA simulated colli-

sions with a pole and with an-
other vehicle at closing speeds 
of 32 miles per hour and 62 
miles per hour, respectively. 
Supplementary restraint sys-
tems also contributed the 
car’s performance. Driver and 
front-passenger side air bags 
are standard equipment on 
all Challenger trim levels, as 
are front and rear side-curtain 
air bags.

In its assessment of the 
new Challenger, NHTSA 
notes the availability of 

Dodge Challenger earns NHTSA Five-Star rating

Forward Collision Warn-
ing (FCW), which features 
forward-facing sensors pro-
grammed to detect the poten-
tial for certain types of frontal 
collisions.

If a frontal impact with 
another vehicle appears im-
minent, the system pre-fills 
the Challenger’s brakes and 
transmits audible and visual 
warnings for the driver to re-
spond. FCW is among more 
than 70 available safety and 
security features on the 2017 

Dodge Challenger. Others in-
clude Blind-spot Monitoring 
(BSM) and Rear Cross Path 
(RCP) detection.

BSM uses radar sensors 
to aid the driver when chang-
ing lanes, passing or being 
passed. When another ve-
hicle is detected in the driver’s 
blind spot, its presence is 
noted with illuminated icons 
on the side-view mirrors and 
a driver-selectable chime.

RCP detection warns 
drivers of lateral traffic when 

backing out of parking spac-
es. It automatically activates 
whenever it is in reverse 
gear. Since the modern it was 
launched in 2008, NHTSA has 
included the car in its annual 
model-year ratings seven 
times.

It achieved five-star scores 
every time, including five 
overall five-star ratings rep-
resenting one for each year 
overall ratings that have been 
awarded, and notably one of 
the fastest and most powerful 
sedans in the world. It comes 
with a supercharged 6.4-liter 
Natural Aspired Hemi Engine 
with 485 horsepower.

At Weststar Associates 
where it is readily available, 
the franchisee offer after-
sales services which include 
the sale of available genuine 
auto parts and maintenance 
services by our skilled tech-
nicians at our workshop and 
other authorized workshops 
in Nigeria, according to Mirko 
Plath, Managing Director, 
Weststar Associates Limited. 

C
ome November 
24, 2016 inside 
the Eko Hotel & 
Suites, Victoria 
Island, Lagos, 

the age-long rivalry between 
Toyota Hilux, Mitsubishi 
L200 and Ford Ranger for 
relevance in the utility seg-
ment will be rekindled when 
a winner in the Pick-up cat-
egory will be announced by 
the Nigeria Auto Journalists 
Association.

Specifically, the old ri-
valry between Hilux and 
Ranger for the juicy Pick-up 
market has again taken the 
front burner as both auto-
motive nameplates have 
been nominated including 
the Mitsubishi L200 for the 
2016 Pick-up of the year 
award, which analysts ex-
pect to be one of the mostly 
keenly contested segments 
of the annual auto award.

Stories by MIKE OCHONMA

In Nigeria, Hilux and 
Ranger were nominated 
for pickup of the year in 
2015 edition of the auto 
award organised in Nigeria 
by NAJA and Toyota Hilux 
emerged the winner in 2015 
ahead of other contenders.

Providing some of the 
striking features of the Hi-
lux range available in two-
wheel drive/4WD single 
and double cabins and pet-
rol and diesel engines, Toy-
ota Nigeria Limited says the 
strength of the vehicle lies 
in the vast volume of data 
the automaker has amassed 
in years of building reliable 
and rugged pickups.

The firm says, “All mod-
els feature a laser-welded 
high-tensile steel body and 
chassis that has been sub-
jected to exhaustive CAE 
simulation resulting in light 
weight with excellent tor-

sional rigidity for precise 
handling.”

Hilux has high-integrity 
cabin that protects its occu-
pants and ensures the doors 
function normally after a 
collision to facilitate escape 
or rescue efforts. Other 
safety features include front 
and rear three-point ELR 
seatbelts, headrests, and an 
energy-absorbing steering 
column that contributes to 
the driver’s protection in a 
frontal collision.

On its part, Ford says its 
new Ranger pickup offers 
customers’ improved fuel 
efficiency, a bold new de-
sign and cutting-edge tech-
nologies. According to the 
automaker, the Ford Ranger 
remains one of the most ca-
pable and versatile trucks 
in its class as customers 
can choose from three body 
styles: two-door Regular 

Cab, Super Cab with ad-
ditional rear-hinged doors 
accessing second-row seat-
ing, and four-door Double 
Cab.

The L200 is considered 
one of the Mitsubishi’s 
long-time global best-sell-
ers. Designed as an ulti-
mate Sport Utility Truck, 
the manufacturer says the 
vehicle combines the com-
fortable interior of a pas-
senger car with the func-
tionality and reliability of a 
pickup.

L200 is built to handle 
all kinds of terrain, adding 
that it achieves high lev-
els of safety performance 
through its durable and 
sturdy chassis and frame 
structures along with its 
impact safety body and 
available in single cab and 
double cab variants, with a 
three-engine line-up.

It delivers quietness and 
ride comfort on a par with 
a passenger car, thanks to 
a new engine, optimisation 
of the suspension, the stra-
tegic placement of sound 
insulation, absorption and 
vibration damping materi-
als.

Toyota, Ford and Mit-
subishi have through their 
representatives in Nigeria 
said on a number of occa-
sions that the pickup is a 
large market, which they 
cannot afford to toy with.

Meanwhile, the organ-
isers of the auto event say 
the programme will hold 
in Lagos on November 24, 
which will feature about 20 
categories drawn from the 
automotive industry, ancil-
lary products and industry 
personalities that have con-
tributed in one way or the 
other in shaping the sector.

…As trio targets Pickup-Of-The-Year shield

Hilux, Ranger, L200 eye 2016 NAJA Awards

hands should be on deck to 
ensure that whatever logis-
tics that are available, are 
optimally utilised to keep the 
roads safe for users.

He called on the FRSC to 
identify areas that require 
legislative actions, assuring 
that the National Assembly is 
prepared to harmonise such 
areas in the Bills that are cur-
rently in different stages of 
legislative work.

Bukola Saraki identi-
fied the use of seatbelt and 
obedience to traffic signs as 
strategic areas that the Corps 
should lay emphasis upon 
in its operations, saying en-
suring safety of road users is 
a concern to all members of 
the National Assembly.

Earlier in his presentation 
titled,”Securing Legislative 
Support to improve Road 
Safety in Nigeria,” the Corps 
Marshal analysed the func-
tions of the FRSC and the 
proactive strategies the agen-
cy has put in place to address 
road safety challenges in the 
country.

These he said, include the 
annual setting of road safety 
strategic goals aimed at 
achieving tangible results on 
the highways. He observed 
that despite the efforts, there 
are certain infrastructural 
and legislative gaps that are 
necessary for effective re-
forms on road safety.

He frowned at the practice 
of using logs of wood, boul-
ders and other encroach-
ments on the highways, 
appealing to the Senate for 
legislative support to address 
the menace. He added that 
defacing of road safety signs 
and dilapidation of roads are 
part of the challenges.

The Corps Marshal fur-
ther appealed to the National 
Assembly to assist in proper 
funding of the FRSC and pro-
viding the Corps with heavy 
duty trucks for prompt re-
moval of obstructions as well 
as provision of advanced life 
support ambulances for in-
creased efficiency in rescue 
operations.

Oyeyemi was accompa-
nied on the visit by some 
principal officers of the FRSC 
National Headquarters in-
cluding the Deputy Corps 
Marshal in charge of Opera-
tions, Ojeme Ewrudjakpor, 
the Corps Legal Adviser, 
Wole Adeniran among oth-
ers.

Continued from page 30



O
n an October morning 
in 2015, inside an aging 
beer factory in Berlin, 
a group of people as-
sembled amid idle ma-

chinery in the hope of transforming 
their respective industries with a 
novel approach to innovation. Stand-
ing shoulder to shoulder around oil 
barrels converted into temporary 
tables were innovation mavericks and 
senior executives at large, established 
companies — Airbus, DHL, Caterpillar 
and Cisco.

The gathering, hosted by Cisco, 
the California-based networking and 
technology company, was a crucial 
point in a process designed to tackle 
the most pressing challenges at the in-
tersection of supply chain and digitiza-
tion. The goal: Launch partnerships for 
groundbreaking solutions to shared 
problems within the next six months.

In an increasingly digital and 
connected environment, leaders of 
established companies frequently 
find themselves facing opportunities 
that they can’t seize alone. The Berlin 
“Living Lab” was a model for address-
ing such opportunities. Instead of rely-
ing on startups to create innovations, 
organizations taking part in this new 
process, which we call ecosystem in-
novation, collaborate to develop and 
then commercialize new concepts.

Cisco Hyperinnovation Living 
Labs, or CHILL, differs from seemingly 
similar approaches such as research-
and-development alliances because it 
focuses on the commercialization of 
ideas without a complicated intellec-
tual property agreement. It also differs 
from traditional partnership efforts 
because it brings multiple partners 
together at a very early stage.

Early results are impressive. For 
example, Cisco estimates that the 
Airbus-DHL-Caterpillar lab produced 
internal projects, spinouts and joint 
ventures to digitize supply chains, 
factories and warehouses that will 
generate $6 billion in new revenue 
and save $3.4 billion in costs over the 
next 10 years.

S H A P I N G  P E O P L E  I N T O  A  T E A M    
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created or costs that could be saved by 
the innovation. After the teams pres-
ent their innovations, executives who 
want to invest in one must commit 
on the spot.

In the final stages of the process, 
the CHILL team spends two weeks 
assembling a “build archetype,” which 
includes all the content, customer 
feedback and insights from the ses-
sion; the physical architecture or code 
for the prototype; a business model; 
and a plan of action for the next six 
months.

ECOSYSTEM INNOVATION 
RESULTS

Every experiment produces three 
types of value: launch, strategic and 
exit. Launch value is the profit, rev-
enue or enhanced reputation from 
commercializing an innovation. So 
far, about 75% of CHILL innovations 
have been funded and are advanc-
ing to commercialization. Strategic 
value is derived from the connections 
participants make with one another 
and from future collaborations. Exit 
value is knowledge, components or 
solutions that are not commercialized 
immediately but can be tapped by 
participants in the future.

Ecosystem innovation is not a 
panacea, but it is one answer to the 
challenge of finding new ways to grow 
profits. Not every project developed 
this way succeeds: Some are too ambi-
tious, some aren’t ambitious enough, 
some run up against cultural blocks, 
and some simply fail. But the process 
allows companies to bring extremely 
diverse ideas,  skills and resources 
together to solve problems at astonish-
ing speed. It also helps them build the 
innovation capabilities needed for a 
digital age and the collaboration skills 
to capture the valuable opportunities 
that sit at the intersection of products, 
companies and industries.

(Nathan Furr is an assistant pro-
fessor of strategy at INSEAD. Kate 
O’Keeffe is the managing director of 
Cisco Hyperinnovation Living Labs. 
Jeffrey H. Dyer is the Horace Beesley 
professor of strategy at Brigham Young 
University’s Marriott School.)

Managing multiparty innovation

with other companies, working with 
startups or investing in startups. It se-
lects partners on the basis of alignment 
of goals, market power and resources. 
Participants needn’t be in the same 
industry, but they should all have a 
connection to the host, or to one an-
other, that is relevant to the ecosystem 
innovation effort. The CHILL team 
also looks for partners that are will-
ing to send senior executives, receive 
feedback from end users and commit 
resources.

Cisco’s senior corporate counsel, 
Jonathan Elstein, put together a simple 
two-page agreement to ensure that 
all participants can benefit from their 
work without a lot of legal wrangling. 
“Basically, no one has claims over 
prior IP, and there is free use of what 
is created in the session,” Elstein says.

2. Find and define the problem.
A successful ecosystem innova-

tion effort includes a robust problem 
discovery and definition phase. CHILL 
team members spend three months 
preparing. They talk to dozens of eco-
system cohort executives, along with 
experts, customers and end users, to 
identify the problems that offer the 
biggest opportunities. After multiple 
rounds of conversations, the team 
chooses a single problem to attack. 
The final challenge statement con-
nects Cisco’s strategy with those of its 

partners.
3. Convene the participants to 

prototype solutions.
The most visible part of CHILL’s 

ecosystem innovation process is the 
Living Lab, a two-day event. At the 
core of that approach are rapid cycles 
wherein teams build a simple proto-
type, use it to test their “leap of faith” 
assumptions with customers and then 
apply the learning from that test to 
restart the build-test-learn loop.

At a CHILL lab, executives from 
each of the organizations are grouped 
into teams of four or five. The teams 
cycle through hypothesis develop-
ment, prototyping and testing with 
customers. Each team conducts five 
cycles over the two days. In each cycle 
a team typically spends 30 minutes 
outlining solution ideas and hypoth-
eses, 30 minutes developing and 
building a solution prototype and 30 
minutes showing the prototype to end 
users and getting feedback.

4. Achieve commitment and 
follow-up.

As the second day of a Living Lab 
reaches its midpoint, the teams start to 
prepare their presentations for experts 
and investors. The CHILL team also 
brings in business analysts to help 
the teams think through the business 
model and the value that could be 
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Here we discuss how large compa-
nies can develop their own ecosystem 
innovation capabilities.

HOW TO LEAD ECOSYSTEM 
INNOVATION

If you think collaborating effec-
tively with one partner is a challenge, 
imagine doing it with four at once. 
Overcoming these challenges requires 
leadership, and for ecosystem in-
novation involving Cisco, the CHILL 
team leads the process. It coordinates 
the ecosystem and the application of 
tools and methods drawn from design 
thinking, lean startup and business 
model innovation methodologies. The 
process has four phases, which run 
over several months.

1. Identify the “focus zones” and 
innovation partners.

First the host company identifies 
the arenas of opportunity, or focus 
zones, that are important to its own 
strategy. Cisco recently identified 
health care as a major growth area. 
However, the company’s leaders real-
ized that to capture the most valuable 
opportunities, they would need to 
draw on partners’ capabilities to create 
ecosystem-level solutions.

The CHILL team assesses potential 
partners along three dimensions: 
maturity in innovation capability; a 
well-developed internal innovation 
process; and experience partnering 
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continues on page 34

Companies turn 
to bots to engage 
millennials
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Driving social media from the C-Suite Social Media

A 
recent survey by 
the executive news 
website CEO.com 
showed CEOs are 
sorely underrepre-

sented on social media with 61 
percent of them having no social 
presence whatsoever in 2015. It 
also stated that not one single 
Fortune 500 was active on all six 
major social platforms. 70 per-
cent of the CEOs who are active 
on just one social network joined 
LinkedIn first. The summary 
is, a large number of company 
heads still view social media as 
a distraction.

We have dealt extensively 
on how important it is for every 
company, no matter the sector 
in which they service, to have 
a social media presence. Con-
sumer trends are heading in this 
direction. More than two billion 
are now on social media – that’s 
twice the size of China with 
the largest population and the 
entire population of the African 
continent.

Ignoring this market is pres-
ently the biggest mistake any 
company can make. The good 
news is many companies are dili-
gently reviewing their marketing 
strategies by incorporating social 
media as a major priority but 
only a few of them understand 
exactly how social media inter-
acts with consumers to expand 
product and brand recognition, 

drive sales and profitability, and 
engender loyalty.

The average social media 
user spends nearly two hours 
– 1.72 hours according to Global-
WebIndex, a day on the various 
platforms. Another survey noted 
that three out of four consumers 
say social media influences their 
decision to buy an item. And 
experts project that the trend 
will grow.

In view of that, a proactive 
company will mobilize its assets 
– including the CEO to take ad-
vantage of the market opportuni-
ties the social media presents. A 

executive who is leveraging the 
importance of the social media. 
By engaging followers on Twitter 
for instance, he has been able to 
improve public perception and 
build credibility and loyalty for 
the agency he overseas.

Atiku Abubakar, former Vice 
President of Nigeria and owner 
of several businesses including 
American University of Nigeria 
(AUN) has also increased his 
brand image by banking on the 
power of social media.

When a CEO creates a social 
media account, the benefits 
accrue to the company he or 
she represents. He can use it 
to build excitement and create 
more awareness for the brand. 
Herbert Wigwe, CEO of Ac-
cess Bank and Uzoma Dozie 
CEO of Diamond Bank are two 
executives whose brands have 
benefited immensely from their 
social media activities. Herbert 
Wigwe often retweets stories 
that discuss his bank’s progress. 
Recently, Uzoma Dozie gave a 
famous reply to a troll tweet that 
aimed at his company. Person-
alized communication is a very 
important part of establishing 
long lasting relationships with 
your customers.

A CEO’s presence on social 
media also tells the personality of 
the brand. Oscar Onyema, CEO 
of the Nigeria Stock Exchange 
uses this technique on social 

The growing population of 
millennials around the world and 
their unique spending habits has 
gotten companies brimming with 
activities on new ways to gain their 
attention and make them loyal to 
their brand.

A millennial is a person reach-
ing young adulthood around the 
year 2000. They are people within 
the ages of 18-34. They are also 
referred to as the Generation Y.

Two major characteristics of 
millennials are that they are easily 
distracted and find social media 
and texting hard to resist. To keep 
them occupied long enough to 
notice a brand, companies have 
to come up with different innova-
tions. Artificial intelligence (AI) is 
one way a few of the companies 
are achieving that.

Chat bots according to the 
UK Guardian are programs that 
mimic conversation with people 
using artificial intelligence. In 
simple language, it’s a piece of 
software that you chat with to get 
things done or be entertained. 
The service could be any number 
of things, ranging from functional 
to fun, and it could live in any ma-
jor chat product such as Facebook 
Messenger, Slack, Telegram, Text 
Messages, etc.

For instance, if you wanted 
to buy a phone from Slot Nigeria 
online, usually you will go to their 
website, look around until you 
find the type of phone you want-
ed, and then buy. But imagine if 
Slot Nigeria made a bot, rather 
than go to their website while 
you are chatting on facebook, 
you would simply ask Slot on 
Facebook. It would ask you what 
you are looking for and once you 
tell it, it will show it to you.

The unique capabilities of 
chatbots include interacting with 
users mostly via conversation, 
exist on a variety of platforms, get 
better at performing their use case 
as usage progresses, and collect a 
unique set of information about 
their users.

Chatbots can be used for buy-
ing shoes, checking the weather, 
order groceries, inform whenever 
something happens in the news, 
profer solutions to problems, 
manage money better and so 
on. In China there is a bot called 

FRANK ELEANYA

social CEO can be a great asset to 
the company.

A few years back, it would 
have been okay for a CEO to 
stay in the shadows while the 
ICT department, marketers and 
sales team run the show. The 
era of company heads remain-
ing aloof and in the shadows, 
never mixing with mere mortals 
is being memorialized. Today’s 
executives cannot afford to treat 
social media as a sideshow run 
exclusively by the ground troops.

Perceptions about social me-
dia may be a major deterrent 
to some company heads. Ex-

ecutives may see it as a platform 
where people share graduation 
photos, gossip and generally 
do not engage in meaningful or 
profitable business. There could 
also be the fear of saying more 
than is necessary or being taken 
out of context. 

Nevertheless, if used cor-
rectly, social media can be a very 
powerfully productive tool for a 
CEO, a global broadcast channel, 
a source of consumer and com-
petitor intel, and a PR vehicle. 
Yemi Kale, the Statistician Gen-
eral of National Bureau of Sta-
tistics (NBS) is an example of an 

Content delivery through evolving digital 
platforms to pick up traction

L
everaging the poten-
tials of video hosting 
platforms such as 
YouTube has in re-
cent times seen many 

brands, companies, and even 
media outlets project their con-
tent to millions of viewers which 
they may have been unable to 
reach.

The growing opportunities 
for reaching more audiences has 
culminated in the recognition 
of some Nigerian content pro-
viders as Internet giant, Google 

announced the winners of the 
inaugural Sub-Saharan African 
YouTube Awards. Held in other 
regions since 2007, the YouTube 
Awards celebrate the talent and 
creativity of the YouTube com-
munity.

 YouTube Awards were hand-
ed out to 25 creators across 23 
categories at an event held in 
Sandton. Nominees were chosen 
based on subscriber numbers. 
Users had to have a minimum of 
50 000 subscribers to qualify, and 
be based and currently residing 
in one of eight launched coun-

tries in Sub-Saharan Africa (SSA). 
Top non broadcaster channels 
were picked from each launched 

country. (A launched country is 
one in which monetisation has 
been enabled, it is not enabled 

in all countries globally). The 
eight launched countries in SSA 

Bitcoin money transfer 
has grown in 2016

Microsoft, Fliplearn lever-
age technology to advance 
education in Nigeria
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Bitcoin money transfer has grown in 2016 Continued from page 33

B
itcoin may not be as 
widespread yet in the 
country, but Nigerians 
and some businesses are 
already taking advantage 

of the opportunities it offers in money 
transfers in and outside the country. 
As at October, the worth of transac-
tions in Nigeria involving bitcoins hit 
N363 million and grew by 50 percent 
in the first week of November to N154 
million.

Bitcoin is one proposition that 
is changing the rules of financial 
transaction and redefining what we 
know as money according to Tim 
Akinbo, consultant at Tanjalo Soft-
ware Limited in an interview with 
BusinessDay.

“Bitcoin has become the alterna-
tive for people seeking an option to 
preserve their savings from further 
currency devaluation,” Akinbo said.

Bitcoin refers to a type of digital 
currency (cryptocurrency) in which 
encryption techniques are used to 
regulate the generation of units of 
currency and verify the transfer of 
funds, operating independently of 
a central bank. Originally, it was 
designed to cut out middlemen fi-
nancial institutions (banks and credit 
companies) charged with maintain-

ing financial transaction ledgers.
According to Akinbo “When you 

send money to someone, your bank 
is keeping a ledger of how much you 
have left and this is done so that you 
cannot send the same amount of 
money to another person.

“So we have had electronic cur-
rencies before but what they all had 
in common was a central ledger. 
Paypal, has a central ledger, VISA, 
mastercard, the central bank, first 
bank, zenith bank, they all have 
ledgers. And this ledger keeps track 
of who has what and who sent what.

“Let us say what these cryptocur-

rencies have done for the first time is 
to remove the need for a central party 
to maintain this ledger of transac-
tions. Rather than having a bank as 
the trusted entity; we devise a way to 
have everybody own this ledger and 
define rules but which currency units 
will be created and how entries in this 
ledger will be validated.”

Some experts refer to a system 
where individuals and not the central 
bank have the power to decide how 
their money is moved or utilized as 
the “democratization of finance”.

Just as individuals are benefiting 
from bitcoin, it also serves many ben-

efits to any business owner according 
to blogger Crypto.press in a tweet to 
BusinessDay.

“It can offer many business util-
ity and also make many business 
processes much more efficient, es-
pecially in the long term. While most 
people utilize it as a store of value 
currently, that is really the tip of the 
iceberg. Combined with automation 
business operations can be entirely 
reimagined eliminating huge costs 
in overhead.”

There are threats that should be 
considered remarked Akinbo. “It is 
disruptive so I can understand how 
this can be scary. Some people are 
using the cryptocurrency to invest 
in ponzi schemes and scams (posed 
as person-to-person donations or 
investments) like MMM, Zarfund etc.

“Bitcoin cannot be regulated 
but companies and onramps can 
be. What that means is, you can get 
bitcoin by either buying it, working 
for it, or being paid in it. The major 
way people acquire bitcoin is by 
buying it. Hence there needs to be 
an exchange. This exchange happens 
mostly through a company providing 
the exchange and because they deal 
with the current financial system, 
they could be regulated,” Akinbo said.

media to reinforce the progress in the 
stock exchange. Social media gives 
executives the chance to build thought 
leadership and give the company a 
more human face.

According to the Wall Street Journal, 
the CEOs who don’t use social media 
fall into the CEO world, that parallel 
dimension where leaders are discon-
nected from the way most people live, 
shop and connect. Having a presence 
on a platform like Facebook keeps the 
executive in touch with a significant part 
of their customers’ and employees’ lives. 
And a passive presence, the journal says, 
isn’t good enough.

A recent survey on 1000 employees 
showed 83 percent employees believe 
that CEOs who actively engage in social 
media can build better connections, 
with customers, employees and inves-
tors. 77 percent said that CEO’s social 
media presence more brand transpar-
ency, 75 percent employees believe that 
CEO participation in social media leads 
to better leadership. Moreover, nearly 70 
percent of senior professionals report 
that it makes the company a more at-
tractive place to work.

Driving social media...

Xiaoice, built by Microsoft, which over 
20 million talk to as their friend. These 
young people are texting the bot every 
day to cheer them up and unburden their 
feelings – the bot remembers just enough 
to keep the conversation going.

There is a TriviaBot for answering 
trivia questions. Forbes recently launched 
a Forbesbot which pings users with news 
stories or run a search. Apple has Siri 
that’s built into the operating system of 
an iPhone. Rather than text, Siri responds 
only to voice but it remains a chatbot be-
cause it’s conversational. A startup called 
Heek wants to make building websites as 
simple as chatting over text and answer-
ing a few questions using a bot.

At the moment, chat bots are basically 
replacing individual apps. Rather than 
closing Facebook Messenger and open-
ing Wakanow, you can simply message 
Wakanow and ask for a flight booking. 
“It’s technology that’s inevitable,” says an 
Satya Nadella, Microsoft’s CEO.

According to a consensus poll re-
leased on Wednesday by TechEmergence 
a marketing research firm for AI and 
machine learning, chatbots and virtual 
agents will be the top consumer applica-
tions of artificial intelligence over the next 
five years.

With mobile apps revenue opportuni-
ties declining rapidly, some developers 
are looking forward to using chatbots 
as a major source of generating revenue 
and making mobile software that people 
might actually use.

How do chatbots engage millen-
nials? First, it empowers a company’s 
customer service. A chatbot, unlike a 
human being, can field questions for 24 
hours a day – repeatedly and accurately 
without becoming tired or irritated. In the 
same vein, millennials prefer text-based 
communication (instant messaging, text 
messaging, etc.) and absolutely despise 
waiting on the phone.

Biz Carson, a tech expert, writes 
“Chatbots could change everything about 
how you surf the web. In the future, you 
just say “I wonder if it will rain today” and 
a chatbot would know your location and 
able to answer conversationally whether 
you should bring an umbrella. No apps. 
No search box.”

For businesses, a chat bot can focus 
on three key areas, namely content cre-
ation, customer service and productivity 
(including commerce).

Companies turn...

Continued from page 33

are Tanzania, Ghana, Uganda, South 
Africa, Zimbabwe, Kenya, Nigeria, and 
Senegal. There are over 70 channels 
from launched SSA countries that have 
reached over 100 000 subscribers, noted 
Google in a statement.

“We’re incredibly proud at YouTube 
to provide a platform that shares Africa’s 
creativity with the rest of the world. Films 
from Nollywood along with stories like 
the one of Olympic medalist Julius Yego 
show that inspiring talent and stories 
from anywhere can find a global audi-

ence. By holding our first ever YouTube 
Africa Awards, we hope to celebrate 
these incredible achievements, while 
also demonstrating our long-term com-
mitment to the continent,” said Susan 
Wojcicki, CEO of YouTube.

YouTube content creators recog-
nized by Google included Nigeria’s Mark 
Angel Comedy which features 6year 
old Emmanuella Samuel, Channels 
Television, and Ndani TV. The Mark 
Angel Comedy channel was recognsied 
as the top subscribed creator in Nigeria 
while IbakaTV/Nollywood was the top 
subscribed Nollywood Channel.

“YouTube is about the opportunity 

for people to express themselves,” said 
Teju Ajani, YouTube Partnerships, SSA. 
“Creators across Africa are using You-
Tube to find their voice, connect with 
audiences around the world and build 
channels while earning revenue from 
it. The number of hours of video content 
being uploaded in Africa has doubled 
year over year for the past two years. And 
the audience has grown with it. Watch 
time on mobile phones is growing 120% 
year over year.”

 Creators like Hamika Raymond, who 
taught himself to conduct an orchestra 
using YouTube videos and has gained 
international fame, likewise the show 

Continued from page 33

Content delivery... “An African City” which recently hit 
international headlines for its portrayal 
of women in Accra, Ghana are examples 
of the talent that resides in Africa and 
is now reaching the world through 
YouTube.

The recognition of these content cre-
ators by YouTube, further illustrates the 
endless possibilities for using technology 
to reach out to more audiences than 
previously attainable. It is expected that 
more tech savvy young Nigerians will 
also take advantage of not just YouTube, 
but other platforms to showcase their 
creativity and deliver content which in 
the long run could result in a stream of 

Microsoft, Fliplearn leverage technology to advance education in Nigeria

M
icrosoft has collabo-
rated with Fliplearn 
Kids to further create 
awareness on the im-
portance of technology 

adoption and creative learning towards 
reinvigorating Nigeria’s wobbling educa-
tion system.

“We invest heavily in education 
across Nigeria to provide affordable 
access to technology for schools and 
all sorts of academic institutions,” said 
Jordan Belmonte, Education Programs 
Manager, Microsoft Nigeria, “At Micro-
soft, we are firm believers in the power 
of education to transform lives and to 
foster economic growth across Nigeria,” 
she added.

According to Belmonte, “through 
technology, the promise of an adapt-
able, diverse classroom experience can 
be realized.

“At Microsoft, we are looking at an ed-
ucation transformation; how we can go 
from the old way of doing things where 
students just take information and 
regurgitating it back, to a world where 
they are collaborating, communicating, 
and have strong critical thinking and 
creativity skills which is what they will 
need when they enter the workforce.”

On his part, Ifebueme Clifford, 
director of strategy, Fliplearn Kids, said 
“Fliplearn is all about internalizing 

CALEB OJEWALE learning for kids. We looked around us 
and how learning is conducted right 
now so we decided to bring the best of 
technology into the classroom to make 
learning more engaging for the 21st 
century learner.”

Clifford opined that technology is an 
integral part of almost all areas of hu-
man lives, yet it still lags in penetrating 
academic institutions. According to him, 
“Despite the manifold benefits proven 
by the integration of technology in the 
classroom globally, educators continue 
to struggle to adopt these trends and 
take the necessary first steps towards 
using ICT to meet the needs of the 21st 
century student. This is an unfortunate 
circumstance as technology has an enor-
mous potential to transform teaching 
and learning.”

Pai Obanya, Emeritus Professor of 
Education, University of Ibadan, pro-
vided insight into the crucial need for an 
understanding of the change in teaching 
methods and the adoption of available 
technology to develop and retain a 
relevant and vital education system. He 
noted that current world realities have 
forced new demands on the education 
system and stakeholders need to evolve 
to catch up with the demands and trends 
within the ecosystem.

“ The 21st century is one of turbu-
lence and has led to radical and rapid 
changes in the way we live, learn and 
work,” said Obayan who also explained 

that “Persons that cannot find employ-
ment cannot grow in and adapt readily to 
the work place, nor possess the drive, the 
initiative, the creative mind-set, and the 
resiliency needed for self-employment.”

Success stories of Microsoft’s educa-
tional technology deployments include 
Anambra state where the imagine 
academy program has been adopted. 
The platform which offers digital train-
ing for teachers and students has been 
deployed across 450 secondary schools 
in the state.

“As a result of that, Anambra state 
has recorded higher WAEC and JAMB 
scores. The commissioner of education 

also won commissioner of education for 
the year award last year,” said Belmonte.

The solutions have also been de-
ployed across hundreds of private 
schools across the country and there 
is ongoing collaboration with the fed-
eral ministry of education to have them 
deployed across all unity schools in the 
country.

The Fliplearn Conference is a plat-
form that brings together thought lead-
ers in the Education Technology sector 
to unite forward-thinking organizations 
and individuals and act as a catalyst 
for education transformation across 
Nigeria; using technology to achieve this.

L-R: Gozie Iwudoh, Flip Learn Kids; Pat Utomi, Founder/CEO, Centre for 
Values in Leadership (CVL); Jordan Alyse Belmonte, Education Programs 
Manager, Microsoft Nigeria, and Ifebueme Clifford, Director of Strategy, 
Flip Learn Kids, at the Flip Learn Conference 2016 held in Lagos recently.



S
takeholders in the tomato 
value-chain are seeking 
ways to find market-led 
solutions to post-harvest 
losses causing wastages 

of the fresh produce to support the 
current diversification drive of the 
Federal Government.

During a two-day workshop 
held recently in Lagos, stakeholders 
recognised the need for stronger 
business linkages, cross-sector 
partnerships and alliances across 
the country’s tomato industry as 
formidable solutions to incessant 
tomato wastage in Nigeria.

The stakeholders put various 
market-led solutions forward; 
connecting aggregated smallholder 
farmers to structured market 
demand, unlocking access to 
technologies and finance, and 
influencing key actors to prioritise 
investments in loss prevention.

Mira  Mehta,  founder  and 
chief executive officer, Tomato 
Jos, emphasised that smallholder 
farmers and processors must work 
together to meet local market 
demands and scale the local tomato 
industry. 

“It will take two to three years to 
get smallholder farmers ready to go 
and then also to get the processing 
facilities prepared to produce on the 
scale that is needed to meet demand 
in Nigeria,” said Mehta.

Stakeholders move to address 
post-harvest losses in tomato production
JOSEPHINE OKOJIE

E-mail: ag@businessdayonline.com
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For the first time in the 22 
years of  Conference of 
Parties (COP) session of the 
United Nations Framework 

Convention on Climate Change 
(UNFCCC), agriculture is being  
given attention during climate 
discussions at the ongoing  COP22 
conference in Marrakech, Morocco.

This will be made possible by the 
Adaptation of African Agriculture 
(AAA) to Climate Change initiative 
adopted in September this year by a 
coalition of 27 African countries who 
gave their backing and commitment 
to placing this initiative at the heart 
of COP22 negotiations.

Pitched as a major challenge for 
the COP22, agriculture is for the 
first time in the history of the COP 
brought to the forefront of climate 
discussions. 

This session of the conference 
will make visitors and participants 
discover the AAA Initiative in a 
dedicated exhibition space, and 
immerse themselves in a reality that 

Agriculture gets attention at COP22 climate discussions through AAA initiative

Tuns Farms Limited,  a 
l e a d i n g  p r o d u c e r  o f 
broiler meat in Nigeria, 
has emerged the country’s 

overall best performer in food safety 
in the just concluded food safety and 
quality system audit Kentucky Fried 
Chicken (KFC) Nigeria.

This was made known at supplier 
recognition forum held recently on 
October 4 to primarily appreciate 
and identify the effort made by all 
the suppliers for their continuous 
partnership with KFC Nigeria.

Presenting the award Sanjay 
Narsee, quality assurance manager, 
Yum Brand for Africa said, “Tuns 
Farms was adjudged to be the overall 
best performance in food safety and 
quality system audit, in view of the 
enviable star audit scores of FSA 
-87.38percent, QSA 89.39percent.”

“This is a new benchmark for 
quality management system in 
Nigeria’s food industry,” said Narsee.   

Receiving the award on behalf 
of Tuns Farms, Babafemi Ayodele, 
assistant general manager-sales and 
marketing, thanked the company’s 
partners for their continued support.

“Tuns Farms is recognised for 
safety and quality. These two values 
have always been our focus, drive 
and our goal. The award today 
on food safety and quality system 
audit is a testament of our shared 
business,” Ayodele said.

He fur ther  rei terate d the 
company’s readiness to work with its 
suppliers to raise industry standards, 
improve quality and maintain the 
safety of all their products to meet 
the highest food safety standards and 
provide the highest quality products.

Tuns Farms emerges best 
performer in food safety, 
quality system

Africa’s largest economy is rated 
as the second largest producer of 
tomatoes in Africa and 13th in the 
world but about 41 percent of the 
crop is lost in transit from the North 
to the South.

The shareholders identify access 
to high quality seeds and other 

inputs for smallholder farmers as 
key in achieving higher yields. They 
also noted that bio-safety, standards 
and certifications; and greater 
access to finance and financial 
incentives for smallholders would 
help in reducing post-harvest losses.

During the sessions, some 

participants identified railway 
transport, cold chain solutions, 
solar-water pumping, centralised 
mini-grids for pre-processing, 
mobile agro-tech solutions, and 
collapsible plastic as solutions to 
address challenges in the tomato 
value chain.

is already underway, through the 
agricultural projects supported by 
the initiative.

Launched in April 2016, the 
triple A Initiative seeks to reduce 
African agriculture’s vulnerability to 
climate change. It aims to promote 
and fostering the implementation 
of concrete projects that will help 
improve land and agricultural water 
management, food security as well 
as the management of the effects of 
climate change on agriculture and 
food production.

The initiative seeks to consciously 
place African agriculture at the center 
of all debates and negotiations on 
climate and to obtain a substantial 
part of the climate funds for Africa.

COP as a session of the United 
Nations Framework Convention 
on Climate Change (UNFCCC) 
came into force in 1994 with the 
aim of reducing greenhouse gas 
concentrations in the atmosphere. 
It was designated as the supreme 
governing body of the Convention.

By virtue of this convention, 
all the parties have common but 
differentiated responsibilities. In 

addition, they take into account the 
specific nature of their national and 
regional development priorities, 
goals and circumstances.

Confirming the continent’s 
commitment to pushing through 
the initiative, King Mohammed 
VI of Morocco stated that, “Africa, 
long neglected, can no longer be 
ignored. The era during which our 
continent was treated as a mere 
object in international relations is 

over. Today, it is an active, respected 
partner in the debate on global 
governance.”

Continuing, he said, “Morocco, 
which is hosting COP 22, will defend 
the position of our continent, which 
is greatly affected by climate change 
and sustainable development issues. 
Cooperation, which is already 
intense with many countries at 
the bilateral level, will be further 
expanded and revitalized.”

On his part, the President of 
the Scientific Committee of the 
AAA, Mohamed Badraoui noted 
that, “at the space dedicated to the 
AAA Initiative, visitors can discover 
its challenges and the projects 
supported by the initiative through 
an immersive, pedagogical journey.  
During this session, the general 
public can give form to its support 
for the initiative through a digital 
campaign.

The supporters will be unveiled 
through an innovative process: an 
interactive wall, directly connected 
to social media, where the names 
of all the supporters will be printed 
on posters that will be displayed 
in the exhibition area of the AAA 
Initiative.”

Visitors  can also discover 
specific projects that are already 
operational or that are seeking 
funding, particularly those led 
by Agrimakers, those innovative 
African farmers who contribute to 
the development of the continent’s 
agricultural potential with solutions 
that are promoted by the AAA 
Initiative.

CHUKA UROKO
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“Agriculture is our wisest pursuit, because it will 
in the end contribute most to real wealth, good 

morals, and happiness.”

- Letter from Thomas Jefferson 
to George Washington (1787)
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‘Real estate firms are 
taking over farming areas’

What inspired you into farming?

I 
started farming at a very 
tender age. My parents are 
farmers and my love for 
agriculture inspired me into 
farming. After my graduation 

from the university, I picked up a 
teaching job to raise capital for my 
farming project. After two years 
in the teaching profession, I was 
able to get enough money for the 
purchase of inputs and lease of 
land for the project.

Why are youths not finding 
agriculture attractive and what 
can government do to ensure 
y o u t h s  t a k e  u p  a g r i c  a s  a 
profession?

The youths have not seen 
anything thing on ground that 
would attract them into agriculture. 
Farmers in the rural areas are very 
poor because most of them do not 
get any value addition since the 
whole primary production is still 
entangled in poverty with the issue 
of low productivity and high time 
spent on farmlands. This makes 
youth not to take agriculture as a 
profession even those that study 
courses on agriculture in school.

The crude way of farming in 
the country is another reason why 
youths do not find agriculture 
attractive.  Government must 
develop mechanisation and give 

RAZAQ AYINLA, Abeokuta

Cross River rice farmers seek 
government assistance

Jephtah Omavuega is a young vegetable farmer, who farms 3 hectares of 
cucumber and cassava. Omavuega in this interview tells JOSEPHINE OKOJIE 
that youth will only find agriculture attractive when there is innovation in the 
and  sector and how real estate firms are taking over farming areas.

the youths access to lands. This 
way, agriculture becomes more 
attractive to youths. We need 
innovation to do farming differently 
from the older generation of 
farmers who were mostly entangled 
in poverty.

G o v e r n m e n t  m u s t  g i v e 
assistance to finance and land. 
Some of my friends I tell about 
my profit margins want to go into 
farming but cannot access land.

No youth wants to go to the rural 
areas to take up farming because 

the infrastructures there are poor. 
The government must provide 
key infrastructural facilities so 
that youth can take up agric as a 
profession. 

Youth need mechanisation, 
innovative ways to do agriculture, 
f i n a n c e,  i n f r a s t r u c t u re  a n d 
a guaranteed market for their 
produce.

W h a t  a r e  s o m e  o f  y o u r 
challenges?

The major challenge farmers are 
currently facing is the high cost of 
farm inputs. The prices of seeds, 
fertilisers, pesticides, herbicides 
and labour have all increased by 
more than 30 percent in recent 
months. This has increased our 
expenses and reduced our profit 
margins. Getting tractors on time 
is another challenge we face. I 
applied for a tractor for ploughing 
and tilling, it took me two months 
before I could lease for my farm. 
The tractors are not sufficient and 
they are too expensive to hire. Land 
acquisition and leasing is a major 
challenge. Real estate firms are 
taking over farming areas.

When did you start  your 
farming business and what was 
your initial capital?

I started my farming business 
with N200,000 last year and I 
have made over 38 percent profit 
margins.  This year alone, I have 
harvested my cucumber three 
times. It takes forty-five days for 
you to plant and harvest cucumber.

The federal government is 
talking about diversification. 
How can agriculture play a 
leading role?

Government must take a desired 
effort to revolutionise agriculture, 
without which the sector cannot 
earn the much needed foreign 
exchange for the country through 
export of agric commodities.  If 
the government just sits and keeps 
talking without addressing the 
structural problems, the sector will 
not play a leading role.

There is need for the government 
to dialogue with the private sector 
and find ways on how to mechanise 
the rural farmers, how to improve 
high yield inputs, how to improve 
fertilizers, how best farmers can 
harvest, and how to guarantee 
e c o n o m i c  v a l u e  t o  p r i m a r y 
producers and guaranteed market 
for agricultural produce. We have 
been talking about diversification 
through agriculture for a very long 
time but nothing to show for it. 

Can agriculture take th e 
country out of recession?

Yes agriculture can take us out 
of recession if the government is 
very serious about it. 

While experts are advocating 
the diversification of 
the nation’s economy 
as a way of improving 

the revenue generated by the country 
with special focus on the agricultural 
sector, the rice farmers in Lekoikam, 
a community in Nko, Yakurr, Cross 
River State, are calling on the state 
government for support.

Those at the front pew of this call 
were majorly rice farmers who are 
battling with the inhibiting activities 
of pests and diseases that have 
affected their farmlands.

Apart from pests and diseases, 
they also mentioned lack of finance 
and inadequate fertilizers as 
another major limitation affecting 
the cultivation of the crop.

“The problem we face here are 
pest and we lack fertiliser,” said 
Omini Mbang, a rice farmer in the 
region.

Mbang, who doubles as chairman 

representing Nko community at 
a workshop held in Presbyterian 
Secondary School recently, further 
revealed that they were yet to receive 
fertilisers promised by the ministry 
of agriculture since 2013.

“Delegates from the ministry 
of agric who came from Enugu 
had promised us fertilisers in 2013 
and since then, we have not seen 
anything,” said Mbang.

He pleaded with the government 
to assist farmers in the provision of 
loans, fertilisers and pesticides to 
enable combat pest and diseases 
and as well produce more.

“The issues of pests and diseases 
disturb and hinder production. We 
need monetary aid, fertilizers and 
chemicals to help us control pest 
activities,” said Solomon Alobu, a 
rice farmer.

He however, added that “there 
was a huge market for local rice” 
and requested the help of the 
government in eradicating these 
challenges.

Tramontina begins production of implements 
to boost agric output

As part of move to boost 
agricultural practice and 
deepen investment in 
agriculture, especially at 

the grassroots level, a renowned 
Brazilian firm, Tramontina has 
established a production line in 
Idumota, Lagos state, which is 
dedicated to the production of 
farming implements and tools.

Although, Tramontina has been 
in Nigeria, producing about 18,000 
different products for household 
use,  including machetes and 
shovels, electrical materials, hand 
tools, agriculture tools, homeware 
products, furniture and kitchen 
equipment, among others,  but has 
recently expanded it production in 
the country.

The establishment of farming 
implements production line is the 
newest investment in Nigeria.   

Speaking at the launch of farm 
implements production line held 
in Lagos recently, Funbi Sowande, 
marketing and sales executive, 
Tramontina Nigeria, said, “with 
the successes recorded since we 
first established our first unit 
in 1911, our brand is available 
in more than 120 countries and 

in Nigeria, we hope to push it 
beyond expectations and make it 
a household name.”

“The idea is for our loving 
customers to relate with our 
brand, we also shared directly with 
them the brand’s identity and the 
unlimited opportunities we have 
to offer. The launch of Tramontina 
in Nigeria will further promote the 
use of quality agricultural tools.  

“We are not called the king of 
machete for fun, our products are 
different and unique from other 
products. Our machetes are made 
with the best quality carbon steel and 
they are sold already well sharpened.

“Also, the amazing cutting power 
guarantees higher productivity 
when using the product while the 
shovels are made with very resistant 
laser cut body and high quality 
carbon steel”, she concluded.

Bu s i n e s s Day  re p o r t s  t hat 
the groundbreaking launch of 
Tramontina farm implements 
production line held in Lagos which 
was aimed to boast quality and 
productivity of agricultural practice 
and investment in the country, 
featured customers’ interactions 
such quiz and raffle draw as part 
of measures to gauge people’s 
opinions and attract feedback on 
the new products.

DESMOND OKON

Jephtah Omavuega

The youths 
have not seen 
anything thing 
on ground that 
would attract 

them into 
agriculture.



BusinessDay Career Fair 2016 in Lagos

Frank Aigbogun, publisher/CEO, BusinessDay, delivering his welcome address.

Applicants at the interview.

L-R Elie Bitar, MD, SIS Limited and Temitope Obatoyinbo, Enos , SIS Limited. 

Cross section of applicants going through the recruitment exercise  .

L-R  Blessing Ommaegbu, business development;  Edi Ntia, digital marketing specialist, and  Bidemi Ladipo, 
head E-commerce,  all of Gr 8 Jobsng.               Pictures by Pius Okeosisi. 

L-R Christy  Abandy of American Corner; Andrew  Ailenubhi of Smile Communication; David Tele, 
MD, Seed Stars  Academy; Busola  Babatunde of Jobberman ; Miracle Egbo, sales executive, Shortlist; Anita 
Emmanuel , human resources associate, Joblink, and Edi Ntia, digital marketing specialist, Gr8 Jobs Nigeria 
all speakers at the BusinessDay Career Fair 2016 in Lagos.  

 Members  of staff of Smile Communication.

Ifeoma Uddeh, speaker and Chigbo Okeke, head recruitment and outsourcing , U-Connect Human Resources.

37BUSINESS  DAYWednesday 16 November 2016 C002D5556



38 Wednesday 16  November 2016BUSINESS  DAY C002D5556

NEWS

The National Universities 
Commission (NUC) has 
approved the commence-

ment of 18 new academic pro-
grammes in the Federal Uni-
versity, Oye-Ekiti. A letter dated 
November 14, 2016 to the Vice 
Chancellor, Kayode Soremekun, 
signed by the NUC Director of 
Academic Standards, G.B Kumo 
says the approval followed the 
successful evaluation visit carried 
out by panels of experts to the 
university with a view to assessing 
the human and material resources 
available for the establishment of 
the new programmes.

 “I am directed to inform you 
that the management committee 
during the 504th meeting held 
on Saturday, November 12, 2016 
considered and approved the es-
tablishment of the full time mode 
of the following programmes to be 
run in the campus of the university 
only, effective from 2016/2017 ses-
sion”, the letters reads in part.

T h e  a p p r o v e d  p r o -

The portfolio management 
institute of Nigeria has 
tasked the federal govern-

ment on giving serious attention to 
the transformation of the nation’s 
decaying infrastructure as no 
meaningful national economic 
growth and development can be 
achieved without it.

The institute notes that di-
versification is a good economic 
process that the country requires 
at this point in time having relied 
on one source of revenue genera-
tion over the years.

Isaac Dada, the president and 
chairman of the institute, who 
gave these hints at the institute’s 
2nd annual conference and in-
duction of members in Lagos 
recently with the theme, ‘Infra-
structural Reforms and Economic 
Diversification’, noted further that 
the present administration has 
adopted the concept of economic 
diversification as a strategy to turn 
the economy around to lead the 
desired change.

Dada also stressed the impor-
tant role professional portfolio 

Alumni of the Department 
of Mass Communica-
tion, University of Nigeria, 

Nsukka (UNN), will gather on 
Saturday, November 19  for a 
Reunion Party aimed at creat-
ing cohesion, coordination and 
contribution to the growth of the 
department and its products.

Pat Utomi, founder of the 
Centre for Values and Leader-
ship (CVL), will host the Reunion 
party which comes almost 30 
years after a Homecoming in 
1987 at Nsukka. The Reunion 
Party would feature a Meet and 
Greet, a parade of Year Groups, 
and motivational talk by the host, 
Pat Utomi, a mass communica-
tion graduate of 1977.

Chido Nwakanma (J85), the 
administrator of the Jacksonites 
Forum which initiated the Re-
union and the coming together 
of the alumni, said the objective 
of the alumni group is to tap from 
the experiences and exposure 
of the large body of alumni to 
contribute to the upliftment of 
the department.

NUC okays new academic 
programmes for FUOYE

Institute tasks government on infrastructural transformation

UNN Mass Communication Alumni hold reunion party

grammes include Public 
Administration(BSc)Business 
Administration, (BSc) Peace and 
Conflict Resolution (BSc).Others 
include Library and Information 
Science(BSc.), Hospitality and 
Tourism Management (BSc.), 
Mass Communication(BSc.), 
Banking and Finance (BSc.), Ag-
ricultural Science Education (BSc. 
Ed), Biology Education, (BSc Ed)
as well as  Chemistry Education 
(BSc. Ed), Mathematics Educa-
tion( BSc. Ed). Also approved 
are English Education( B.A Ed), 
Criminology and Security studies 
(BSc.), Political Science(BSc.)and 
History and International Stud-
ies, (B.A).

The University management 
on its part has taken urgent steps 
aimed at providing more hu-
man and material resources for 
the development and growth 
of the approved programmes. 
This development brings to 46 
the total number of academic 
programmes and seven faculties.

managers can play in selecting 
the right investment option for the 
individuals in terms of minimum 
risk and maximum return.

 “It is pertinent to say that 
before people can have a secured 
future, the need to invest wisely 
cannot be overemphasized. To 
do this efficiently and effectively, 
the use of the services of a profes-
sional portfolio manager cannot 
be overemphasized”, he said.

‘‘Portfolio managers manages 
an individual’s investments in the 
form of bonds, shares, cash, mu-
tual funds so that individual earns 
the maximum profits within the 
stipulated time frame’’, he added.

He revealed that there were 
membership benefits and privi-
leges including acquisition of 
portfolio management skill and 
training interventions, gainful 
employment opportunity through 
the institute’s job sourcing help 
desk and attractive discounts on 
their various professional de-
velopment including training 
programmes like seminars, pro-
fessional symposia, workshops, 
lectures, conferences.

Starting from a WhatsApp 
Forum in June 2016, The Jack-
sonites has quickly grown into 
a formidable group with the 
primary aim of contributing 
to the development of media 
and communication study and 
practice as well as the progress 
of the mother department at 
Nsukka.

 UNN’s Mass Communica-
tion Department commenced 
life in 1961 as the Department 
of Journalism and is the first full 
university department for the 
study of journalism and mass 
communication in Sub-Saharan 
Africa.

UNN founder and journal-
ism pioneer Nnamdi Azikiwe 
included Journalism as one of 
the pioneer study units when the 
University took off. He named 
the department Jackson Build-
ing in honour of John Payne and 
Thomas Horatio Jackson, father 
and son team who ran the Lagos 
Weekly Record as the most influ-
ential newspaper of its time for 37 
years up to 19.

L-R: Adeyeye Enitan Ogunwusi, Ooni of Ife Ojaja 11; exchanging signed documents with Waheed Olagunju, acting managing 
director\CEO, Bank of Industry, after an MoU signing ceremony between Bank of Industry and House of Oduduwa Foundation 
on N1 billion soft loan for youth in Ile Ife Osun State. With them are, Abdul Ganiyu Mohammed, divisional head, South, Bank 
of Industry, and Abdullahi Sadat, company secretary\legal officer, BoI.

The impact of extreme 
natural disasters glob-
ally is equivalent to $520 

billion loss in annual con-
sumption, and forces some 
26 million people into poverty 
each year, a new report from 
the World Bank and the Global 
Facility for Disaster Reduc-
tion and Recovery (GFDRR) 
reveals.

 The report launched Mon-
day in Marrakech at the ongo-
ing Conference of Party on 
Climate Change says “severe 
climate shocks threaten to 
roll back decades of progress 
against poverty,”

 Jim Yong Kim, group presi-
dent said “storms, floods, and 
droughts have dire human 
and economic consequences, 
with poor people often paying 
the heaviest price. Building 
resilience to disasters not only 
makes economic sense, it is a 
moral imperative.”

 The report, ‘Unbreakable: 
Building the Resilience of the 
Poor in the Face of Natural 
Disasters’, warns that the com-

Chi Farms Limited and the 
United States Agency for 
International Develop-

ment (USAID) have partnered to 
contribute to food security and 
small holder farmer empower-
ment in Nigeria. By growing the 
Nigerian aquaculture industry, the 
project will make a significant dif-
ference for food security in Nigeria.

As part of the US government’s 
Feed the Future initiative, Chi 
Farms will engage small-holder 
farmers to become successful cat-
fish farmers. Chi Farms will ensure 
supply of quality feed and quality 
catfish juveniles to the farmers by 
enhancing its feed milling and 
hatching capacities.

“This development will add 
positively to the overall food se-
curity in Nigeria. We are delighted 
that USAID has decided to sup-
port the proposed initiative of Chi 
Farms. At the same time, it is at the 
core of what we do at Chi Farms; 
we are convinced that working 
with out-growers is a step in the 
right direction towards sustain-
able economic development” said 
Martin Middernacht, Executive 
Director, Chi Farms Limited.

His counterpart from USAID, 

Natural disasters force 26m people into 
poverty, cause $520bn loss annually

Chi farms partners USAID to empower 
small-holder farmers in fish farming

bined human and economic 
impacts of extreme weather 
on poverty are far more dev-
astating than previously un-
derstood.

 In all of the 117 countries 
studied, the effect on well-
being, measured in terms of 
lost consumption, is found 
to be larger than asset losses. 
Because disaster losses dis-
proportionately affect poor 
people, who have a limited 
ability to cope with them, 
the report estimates that the 
impact on well-being in these 
countries is equivalent to con-
sumption losses of about $520 
billion a year. This outstrips all 
other estimates by as much as 
60 per cent.

 With the climate sum-
mit, COP22, underway, the 
report’s findings underscore 
the urgency for climate-smart 
policies that better protect the 
most vulnerable. Poor people 
are typically more exposed to 
natural hazards, losing more 
as a share of their wealth and 
are often unable to draw on 
support from family, friends, 
financial systems, or govern-
ments.

Roland Oroh said: “We are very 
happy to work towards food se-
curity in Nigeria with our trusted 
partner Chi Farms”. USAID previ-
ously partnered with Chi Pharma, 
a sister company to Chi Farms, to 
roll out insecticide-treated nets 
in Nigeria.

Under the partnership, not 
only fish farmers but also over 
6,000 soy and maize farmers will 
be trained to meet the quality 
standards of Chi Farms. They will 
be closely integrated in the supply 
chain of the fish feed mill.

The project will contribute to 
food security in Nigeria by add-
ing over 4,000 metric tonnes of 
catfish to local markets in Nigeria 
every year. The positive impact on 
smallholder farmers across the 
maize, soybean and aquaculture 
sectors will create a consequent 
impact across all the geopolitical 
zones in Nigeria.

Chi Farms Ltd. is a leading 
company in the poultry, cattle, 
catfish, feed milling and food pro-
cessing business in Nigeria. Chi 
Farms Ltd. is part of TGI Group, the 
holding and investing company 
of Chi Limited., WACOT Limited, 
Cormart Limited and others.

CHINWE AGBEZE

MODESTUS ANAESORONYE in 
Morocco

FG allays fears of reversal of privatisation in power sector

The Federal Government 
has finally laid to rest 
fears expressed in some 
quarters that the power 

privatisation exercise  would be 
reversed. Government says inves-
tors who take the plunge into the 
venture have the assurance that 
government would not flip flop 
and that contracts that fail have 
consequences.

  She also pledged to uphold 
all contractual obligations entered 
into by it just as it announced 
plans to spend an estimated 
$150million on its intended rural 
electrification programme in the 
country, using 44 tertiary institu-
tions and the small hydro dams 
in the rural areas of the country as 
anchors for the programme.

 Babatunde Fashola, minister 
of Power, Works and Housing, 
who disclosed  this at the Eko Ho-
tel, Victoria Island,  Lagos, venue of 
the 2016 European Union- Nigeria 
Business Forum with the theme, 
“Financing Opportunities in the 

Nigerian Power Sector”,  said the 
amount would be deployed to-
wards providing Independent 
Power Plants (IPPs) to supply 
electricity to the tertiary institu-
tions, with a view to extending 
same to the rural communities in 
their environs.

 He explained that 37 out of 
the 44 tertiary institutions audited 
were universities, while seven 
were teaching hospitals,   saying 
that the government would de-
ploy 37 IPPs made up of nine gas 
plants and 28 solar plants with a 
combined generation capacity 
of 120 megawatts to power all the 
universities.

 Disclosing that President 
Muhammadu Buhari has ap-
proved the Rural Electrification 
Programme, Fashola explained 
further that the 37 IPPs would 
replace 1,105 generators that 
were hitherto serving the institu-
tions and generating 210 MW of 
“inefficient and unclean energy” 
adding that the amount would 
cover capital expenditure (Capex), 
operations and maintenance.

 The minister reiterated that 
the power sector has been pri-
vatised and this has implications 
for where to deploy financing, 
adding, “This is only an example 
of what money can do, and where 
to inject finance, and where op-
portunities lie”, pointing out that 
by privatisation, government 
has expressed intention to let go 
of power generation and power 
distribution, while retaining trans-
mission through the Transmis-
sion Company of Nigeria (TCN).

 He said with the privatisation 
of the sector, government’s role 
was now restricted to policy-mak-
ing, through the ministry, in areas 
like the Energy Mix, safety of en-
ergy and governance, regulation 
through the Nigerian Electricity 
Regulatory Commission(NERC) 
to license, monitor and sanction 
the operators as well as setting the 
tariff and safety.

 Other agencies through 
which government exercises 
control over the sector, the min-
ister said, include the Bureau 
of Public Enterprises (BPE), for 

governance, the Nigerian Bulk 
Electricity Trader (NBET) for 
tariff negotiation and guarantee 
of income during transition and 
as Electricity Bulk Purchaser and 
the TCN for Transmission, grid 
management and expansion.

 Noting that there were discus-
sions in some quarters about re-
visiting the privatisation of power, 
Fashola said if by “revisiting” the 
discussants meant cancellation 
of privatisation, he was not in 
support, pointing out that it would 
mean cancelling contractual 
obligations entered into between 
government and the investors 
who had committed their capital 
in the venture.

 The minister declared, “I will 
like to weigh in on some reports 
where there are calls allegedly 
being made for us to revisit the 
privatisation”. While I would love 
to have some more clarification 
about what is meant by “Re-
visit”, let me be clear that we would 
probably not be here talking about 
financing opportunities in power, 
without privatisation”.

OLUSOLA BELLO
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The Trump...
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right of gays; and many voters 
had concluded that Obama 
and his partner and former 
Secretary of State, Hillary 
Clinton were unlikely to be 
effective in the war against 
ISIS and other international 
and domestic terrorists. Don-
ald Trump tapped into these 
popular concerns and with 
the benefit of hindsight was 
going to be difficult to defeat! 

There were other sub-
themes also favourable to 
Trump, the depth of which 
liberals, the media, pundits and 
international observers under-
rated-the increasing aversion 
of ordinary citizens not just in 
the US but across Europe to the 
political, media, entertainment 
and  intellectual establishment 
who presumed to know what 
was good for everyone else not 
realizing the rising contempt 
for their ilk, and fatigue with the 
relentless evolution of “progres-
sive” liberalism in a social rather 
than economic direction. It is 
interesting that the concerns 

over immigration, jobs, faith 
and terrorism that appear to 
have delivered victory to Don-
ald Trump were probably the 
same driving forces behind the 
BREXIT vote! Contrary to the 
liberal, internationalist urge of 
liberals and establishment poli-
ticians and bureaucrats, voters 
in both the UK and US appear 
to have voted firmly in defense 
of their nation-states! The losers 
in these two episodes are clearly 
the media, liberals, pundits and 
pollsters, plus the political estab-
lishment in both countries and 
their international allies. 

It remains to be seen how 
Trump(ism) would affect Nige-
ria and Africa. Much of Trump’s 
anti-immigration rhetoric ap-
pears directed primary at South 
America and the Middle East 
and North Africa, yet there are 
significant African populations 
that may be affected in the after-
math; Trump is likely to be more 
aggressive in his energy policy 
which may result in yet lower 
oil prices; and his promises of 
trade wars with China, Mexico 
and others may spill over into 

global trade. On the other hand, 
we expect a stronger Trump 
policy on terrorism as well as 
stronger US economic growth 
(lower taxes, less regulation, 
more energy investments, freer 
financial markets) may pow-
er higher global economic 
growth. I expect continuation 
of specific US programmes in 
Africa such as AGOA, funding 
for AIDS and Power Africa 
irrespective of partisan shifts 
in Washington since these 
programmes enjoy broad bi-
partisan support on Capitol 
Hill.

The main risks Trump 
faces may be around how 
he manages the potential 
conflicts of interests that 
may involve his business and 
family interests, sustained op-
position from liberals and the 
media, possible hubris in the 
wake of his stunning victory 
and meeting the very high 
expectations of his supporters 
who expect him to dismantle 
Obamacare, restore American 
jobs, destroy ISIS and “Make 
America Great Again!”

MTEF: Is there anything...
Continued from Back Page

rate taxes, reduce the share of 
federal government revenues 
from FAAC, the liberalisation 
of our ports system and dilute 
the concentration away from 
Lagos, the reform of the value 
added tax to allow States re-
ceive all VAT receipts etc, we 

are still far from correcting 
the fiscal policies that got 
us here. 

These are the reforms that 
will ensure that States are 
able to develop local econo-
mies, and in the process de-
velop growth centres across 
the countries. Until then, all 
that the MTEF gathering in 

Abuja has done is provided 
economists and policy mak-
ers to back slap each other, 
congratulate each other on 
measures and policies that 
are as old as the Nigeria itself, 
while spending millions on 
meetings and the commu-
niqués that follows. I tire. I 
thank you. 

the process by which regulated 
industries, especially monopo-
lies, end up manipulating and 
controlling public institutions 
or government agencies meant 
to regulate and control them.

 The original view of regula-
tion was the “public interest 
view”, which assumed that regu-
lators were motivated solely by 
the desire to protect the interest 
of the public. This view has 
long since been discarded as 
political and special interests 
have been known to take pri-
ority over the public interest in 
many instances of regulation. 
Regulatory capture is a mark 
of failure of government. It is a 
product of corruption foisted 
on the regulator by one form 
of inducement or the other, or-
chestrated by the regulated. It is 
an involuntary and corrupt act.

On the other hand, regula-
tory timidity, a concept I am 
developing and advancing, is 
the failure of the regulator to 
exercise its powers for reasons 
not traceable to any act of the 
regulated. It is not induced by 
the operators in the regulated 
industry and is not a result of 
bribery or any kind of corrup-
tion. Regulatory timidity hap-
pens when the regulator volun-
tarily restrains itself from doing 
its job because it believes doing 

so may set off reactions that 
might have serious negative im-
plications for the economy. It is 
the failure of regulators to effect 
a regulatory action, not because 
they have been captured but 
because they are afraid that 
the effective and legitimate 
discharge of their duties may 
lead to greater damage to the 
regulated industry. 

Regulatory timidity is not 
an act or product of corruption. 
Nor is it induced by the regu-
lated. It is rather the free choice 
of the regulator to exercise 
fear (and this is different from 
caution), not necessarily of the 
regulated but of the possible 
unintended consequences 
of a regulatory action. Unlike 
regulatory capture, regulatory 
timidity is voluntary and not 
a corrupt act. It is more an act 
of cowardice. In the banking 
industry it may manifest in the 
regulator failing to wield the 
sword at a technically failed 
institution because it is “too 
big to fail”. In the telecoms sec-
tor it may come in the form of 
overlooking the terrible act of 
unwarranted charges to con-
sumers now the rampant in 
Nigeria. 

I think it is important to 
make this clarification because 
some readers, particularly 
among operators in the micro-
finance subsector, seem to mis-
understand the phenomenon 

that could exist in any sector. 
They mistake it for regulatory 
capture, which is the control of 
a regulator by those it was set 
up to control. The two concepts 
are miles apart both in meaning 
and genealogy. In the literature 
on the economics of regulation, 
regulatory capture is discussed 
alongside political influence 
and corruption, which are at the 
root of it. Regulatory timidity is 
a budding concept of mine, the 
full ramifications of which are 
still under research.

While a timid regulator is not 
necessarily corrupt, it is equally 
dangerous. It fails to do its duties 
not for any form of inducement 
by the regulated but out of sheer 
cowardice, because it fails to 
anticipate and handle the con-
sequences of regulation. The 
telecommunication companies 
are posting unsolicited adverts 
into our phones, making and 
renewing subscriptions to infor-
mation we did not demand, and 
harvesting the meagre incomes 
of poor Nigerians. This is a sec-
tor where regulatory capture has 
not been ruled out. If we add 
timidity to it then the masses 
are lost. We continually receive 
notices that our membership to 
music clubs we never heard of 
had expired and was renewed 
at a cost, and the opt out option 
never works. It is time to know 
what is at play here – regulatory 
capture or timidity.

Of regulatory capture...
Continued from Back Page
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Stories by 
IheaNyI NWachukWu

Investors lose over N380bn in 
9 days as stocks free fall

N
igerian stock 
i n v e s t o r s 
lost about 
N387billion 
within just 

nine trading days as de-
mand side failed to match 
the supply side at the Ni-
gerian bourse.

The recent free fall 
in the price of listed eq-
uities have depleted 
their cumulative value 

Live @ the Stock exchange

edly negative amidst 
thin market volume”, 
said research analysts 
at Lagos-based Vetiva 
Capital.

On the gainers table, 
Mobil Oil Plc rose from 
N190 to N195, adding 
N5; followed by GTBank 
plc which advanced 
by 9kobo, from N21 to 
N21.9; while NASCON 
Plc gained 35kobo, from 
N7.18 to N7.53.

The volume of stocks 
traded increased by 

17.91%, from 160.908 mil-
lion recorded the preced-
ing trading day to 189.726 
million, while the total 
value of stocks traded de-
creased by 18.90%, from 
N1.116 billion to N905mil-
lion in 2,417 deals.           

The Financial Services 
sector led the activity chart 
with 160.35million shares 
exchanged forN346mil-
lion; while Oil and Gas fol-
lowed with 12.59million 
shares traded for N172 
million.

He a d w i n d s 
weigh on earn-
ings forecast: 
Cadbury Nige-

ria’s (Cadbury) Q3 2016 
sales beat our forecast 
by 15.5%. In addition to 
base effects, our channel 
checks indicate that the 
company likely gained 
some share following 
price increases by close 
competitor Nestle for its 
Milo product during the 
quarter. However, the 
company recorded losses 
compared with our fore-
cast of profits as a result 
of significant gross margin 
contraction.

Cadbury, like most con-
sumer goods firms, is yet to 
overcome the negative im-
pact of macro headwinds. 
The continued devaluation 
of the naira which moved 
further down to c. N305/
US$ as of end-September 
(having fallen to N280/US$ 
as of end-June from N199/
US$) weighed. Produc-
tion inputs such as sugar 
and milk are mostly im-
ported. While sugar prices 

increased by 11.1% in Q3 
(40.4% ytd), dairy prices 
rose by 11.3% (17.8% ytd) 
during the quarter.

The impact of the re-
duction in gross margin 
neutralised the effect of 
cost savings the company 
has been able to achieve 
this year. Operating ex-
penses have declined y/y 
every quarter in 2016 to 
average -15.0%. On the 
back of the results, we 
have cut our 2016-17E 
EPS forecasts by 76% on 
average, and reduced our 
price target by 10.0% to 
N13.2 (implying a poten-
tial upside of 2.2%).

Cadbury shares are 
currently trading on a 
2016E P/E multiple of 
157.1x for EPS growth of 
25.5% in 2017E. Although 
valuation is demanding, 
the cut to our price target 
is modest as we expect the 
company’s fundamentals 
to improve in the long 
term. The stock has shed 
-24.5% ytd (vs NSE ASI: 
-5.8%). We rate Cadbury 
Underperform.

Cadbury: Low expectations 
for FY 2016 –FBNQuest

Q3 2016 results recap: 
Cadbury’s Q3 2016 results 
showed that while sales 
of N7.4bn grew by 6.8% 
y/y due to base effects, 
the company recorded 
pre and post-tax losses 
of –N1.1bn and –N989m 
respectively. The losses 
were driven by a gross 
margin contraction of 
-2,709bps y/y to 5.8%, 
offsetting a -22.3% y/y de-
cline in opex to N1.5bn.

On a q/q basis, sales 
were up 9.0% q/q while 
the pre and post-tax loss-
es mirrored, although to 
a greater magnitude, the 
–N477m and –N526m 
losses on the PBT and PAT 
lines in the prior quar-
ter. Moving on to the 9M 
2016 numbers, sales grew 
marginally by 1.2% y/y to 
N21.3bn. However, the 
company recorded losses 
before and after tax of 
-N842m. Although opex 
declined by -14.5% y/y to 
N5.5bn, a -939bp y/y con-
traction in gross margin to 
21.0% had a more signifi-
cant impact on profits.

Flour Mills: N9billion foreign exchange losses 
debase strong topline growth – Vetiva

Improved revenue pro-
file on better volume 
performance, price: 
Buoyed by the strong-

est quarterly revenue perfor-
mance on record, FLOUR-
MILL reported a 44% y/y 
topline growth in its H1’17 
period ended 30 September 
2016. Amidst a challenging 
operating landscape, the 
company’s outperformance 
can be tied to gradual in-
creases in selling prices 
(ranging between 10% and 
25% as at Q1) as well as 
strong volume growth.

We believe additional 
product offerings (such as 
edible oils and cereal snacks) 
effected in FY’16 and a ramp 
up in sugar production have 
played a major role in this 
volume performance. Ac-
cording to John Couman-
taros, Chairman of FLOUR-
MILL, export volumes for the 
agro-allied business (partic-
ularly soy beans) have seen 
an uptick since the currency 
de-pegging in June which 
has made Nigeria’s products 
more competitive in the in-
ternational market.

He also stated that the 
company is increasingly 

substituting imports for 
locally produced raw ma-
terials even as it accrues 
gains from years of local 
production capacity expan-
sions. This, coupled with 
the strong revenue growth, 
explain how the company 
bucked a sector wide trend 
to record Gross margin 
expansion in H1’17 – up 
400bps y/y to 14% - despite 
its high exposure to foreign 
inputs (78% as at FY’16). 
More so, we believe costs 
would surely have benefit-
ted from persistent decline 
in global wheat prices (key 
raw material) since the start 
of the year – down 26% ytd.

FX headwind perturbs 
Q2’17 earnings, PAT down 
60% q/q: Despite the gross 
margin improvement, EBIT 
margin declined to 6% in 
Q2’17 compared to 9% in 
Q1’17 following a N9.3 bil-
lion FX loss recorded in its 
“other operating expense” 
line. This FX loss represents 
exchange rate differential 
between the time of acquir-
ing materials and the actual 
payment date. Like other 
Consumer goods compa-
nies, FLOURMILL recorded 

notable increase in its trade 
payables amidst persistent 
illiquidity in the FX inter-
bank market. Given this ex-
posure, further depreciation 
in the currency could lead to 
a rise in FX losses before the 
end of the financial year (31 
March 2017).

Whilst finance charges 
remained lower y/y (follow-
ing repayment of some re-
lated party loans), there was 
a marginal 4% uptick q/q 
following a slight increase in 
total borrowings in the quar-
ter. Given the foregoing, PBT 
declined 50% q/q to N2.9 bil-
lion. Overall, PBT for H1’17 
however came in at N8.8 
billion, compared to N377 
million in H1’16 (excluding 
exceptional income from 
UNICEM sale).  

TP revised upwards, BUY 
rating maintained: On the 
back of this result, we have 
revised our FY’17 revenue to 
N494 billion (Prev: N410 bil-
lion), representing a 44% y/y 
turnover growth. 

noil Plc also dipped from 
N35.9 to N34.11, down by 
N1.79.

“The Nigerian equity 
market closed lower, 
with the NSE ASI shed-
ding 50bps largely 
weighed down by de-
clines across Cement 
stocks. Whilst we note 
the modest recovery 
across a few key sectors, 
we believe market sen-
timent remains quite 
bearish even as market 
breadth remains mark-

from a record highs of 
N9.288trillion as at week 
ended November 4, 2016 
to N8.901trillion recorded 
Tuesday.  

Also, the Nigerian 
Stock Exchange (NSE) 
All Share Index (ASI), the 
benchmark indicators 
that tracks the perfor-
mance of the bourse has 
declined from 26, 981.60 
points on November 4 to 
25,857.06 points yester-
day.  

Analysts expect cur-

rent bearish sentiment 
at the local bourse to 
continue even as the 
Year-to-Date (ytd) return 
stood further negative at 
-9.72%.

At the close of trading 
yesterday, only nine (9) 
stocks gained against 19 
losers. Lafarge Africa Plc 
was the biggest loser from 
N48 to N44, losing N4; 
Dangote Cement Plc fol-
lowed after its share price 
declined from N164 to 
N161.5, losing N2.5; Co-
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T
h e  Ni g e r i a n  g ov-
ernment is seeking 
for investors for 14 
hydrodams with a 
general capacity to 

generate 14,000MW of electric-
ity,  Suleiman Adamu, minister 
of water resources has told 
BusinessDay.

 Adamu disclosed  that high 
level discussions are ongo-
ing on the matter and that in 
view of the lean resources, his 
ministry, in collaboration with 
the Ministry of Power, Works 
and Housing and the Nigeria 
Investment Promotion Council 
(NIPC) has invited investors to 
tap into the huge hydropower 
potential in  Nigeria’s dams.

Data from the Energy Com-
mission of Nigeria (ECN) and 
the Transmission Company 
of Nigeria (TCN) confirms 
that the hydro power poten-
tial of Nigeria stands at about 
14,000 Megawatts (MW), com-
ing from large, medium and 
small  scheme hydropower 
dams across the length and 
breadth of the country. Kainji, 
Jebba have about 3,000 mega-
watts each.

But, a roadmap for the wa-
ter sector recently released 
by the ministry of water re-
sources, indicates that out of 
the 14,000MW, only about 
1,930MW has been developed 
at Kainji, Jebba and Shiroro 
dams, leaving about 12,020 
MW wasting away in several 
abandoned dams across the 
country.

“ Hopefully, from next year, 
Mambila will come on stream 
or the implementation will 
start, which will add another 
3,000 MW but as I am talking 
to you now, we have existing 

Nigeria seeks investors in hydroelectric power
trapped power from our dams 
that can produce over 200mw 
varying from one megawatts 
to 40 megawatts just sitting 
there,” the minister stated in 
an exclusive interview with 
BusinessDay.

The Minister also disclosed 
that the government plans to con-
cession six of Nigeria’s 17 dams in 
a new approach to plug Nigeria’s 
huge energy deficit. The six dams 
have a capacity to generate 200 
megawatts of electricity.

“ Very soon, we are going 
to advertise for concession-
ing of six dams. We feel that 
we should concession them 
to the private sector; we are 
looking for concessioneers to 
come and take them over. We 
are identifying more, like I said 

the brown fields have poten-
tials of about 200mw. We have 
some new schemes coming on 
board, we have 30mw coming 
in Gurara, and we have 40mw 
coming up in Kashimbila from 
Taraba state. Besides that, we 
have identified many green 
field sites that have potentials 
of hydro power.”

The minister did not men-
tion the six dams being con-
sidered but BusinessDay gath-
ered that Oyan Dam in Ogun 
state and Dadin Kowa Dam in 
Gombe are among those to be 
concessoned.

As contained in the imme-
diate and long term strategy 
document, the ministry of wa-
ter resources has identified 17 
existing dams with potential 

Adedeji Adekunle (l), director-general, 
Nigeria Institute of Advanced Legal 
Studies (NIALS), presenting a plague 
to Vice President Yemi Osinbajo, at 
the 2016 fellows’ Lecture and Confer-
ment of Honorary Fellowship organ-
ised by NIALS in Abuja, yesterday.  
                  NAN

Oil companies give conditions for new gas policy to...
Continued  from 1

ONYINYE NWACHUKWU & 
KENNETH AZAHAN, ABUJA

fulfilled by the new policy, the 
OPTS say, include the develop-
ment of adequate infrastruc-
ture, promotion of a conducive 
business environment,  and 
gas prices and fiscals  which  
must be competitive to appro-
priately cover development, 
production and transportation 
costs, enabling commercial 
returns.

 Clay Neff , chairman and 
managing  director of  Chevron 
Nigerian Limited, gave these 
conditions while speaking on 
behalf  of the OPTS during 
the Nigerian Gas  Association 
Conference and Exhibition 
which held in Abuja recently.

Neff further said  an ef-
fective gas policy which  ad-
dresses all  the issues raised 

above would unlock Nigeria’s 
gas potential.

He  however suggested pos-
sible solutions that could help 
the policy to achieve the tar-
geted objectives.

 According to him, the pol-
icy must contain provisions 
for the implementation of 
gas supply aggregation agree-
ments contract regime, as well 
as  transition to a willing buyer 
/ willing seller gas market and 
ensure a power tariff that pro-
vides commercial returns.

 He added that globally 
competitive fiscals terms to 
help the gas industry to move 
forward must also be put in 
place.

  He said infrastructure is 
needed along the value chain 
and urged government to put 
in place a policy that would at-

tract investments in pipelines 
to deliver gas to off-takers such 
as power generating plants 
and others.

 He frowned at the level of 
indebtedness to the  gas pro-
ducers by off-takers saying  
that if the  problem was not 
resolved it would be  difficult 
to make  further investment 
in gas.

“When outstanding debts 
are not paid, it is not reason-
able to expect investors to 
commit additional investments 
to grow domestic gas supply”, 
he said. He therefore urged 
the government to resolve 
outstanding debts and also es-
tablish bankable credit support 
facilities for future gas sales.

In Aug 2014, the Central 
Bank of Nigeria (CBN) intro-
duced a mechanism for par-
tial repayment of gas invoice 
arrears. However, gas invoice 

arrears have grown. The rec-
onciliation that was carried 
out in December 2014 put the 
debt owed gas producers at 
N40 billion of undisputed ar-
rears but by May 2016 this has 
grown to N100 billion and it 
continues to grow.

The government, according 
to OPTS, must complete critical 
National Integrated Power Pro-
ject (NIPP) transmission lines 
so that there would be enough 
capacity to evacuate power gen-
erated to consumers with ease. 
This would also open another 
window for gas business.

 Persistent  shortfal ls  in 
funding he said, constrain 
growth, as a significant num-
ber of viable projects cannot 
progress. He further said the 
NNPC and its JV partners are 
working together to imple-
ment sustainable solutions 
which will fully fund JV budg-

ets,  to ensure on-schedule 
completion of projects. “Once 
multi-year projects are ap-
proved, annual budget provi-
sions should take full account 
of  funding needs over the 
project life,” he stated.

A conducive business en-
vironment,  other industr y 
operators say, is essential to 
attract investments and to 
maintain reliable operations.

 This,  they say would en-
tail maintaining stable poli-
cies, laws and regulations, as 
well as efficient and effective 
regulatory bodies, honouring 
c o nt ra c t s  a n d  ma i nt a i n i n g 
access to an independent and 
f a i r  m e c h a n i s m  f o r  t i m e l y 
resolution of conflicts arising 
from contracts and ensuring 
security of lives and property 
and eliminate structural fac-
tors that increase operating 
and capital cost.

… set to concession six dams to unlock 200mw
of over 200mw yet to be ex-
ploited, with dams under study 
and design having combined 
capacity of about 4,320mw, 
including Mambilla (3,050mw); 
Gurara 11 (360mw), Dasin 
Hausa (150mw) and Zungeru 
(760mw).

The road map also indicates 
several other sites with total 
potential of 6,460mw that are 
yet to be fully studied and de-
veloped.

Adamu told BusinessDay 
that his ministry has developed 
a document titled, “investment 
potential for hydro power,” 
which they have been circu-
lating at various investment 
shows in the United States and 
United Kingdom and “there is a 
lot of interest”, assuring that the 

government is committed to 
developing the potential in the 
dams to up power supply, both 
for domestic and industrial use.

 He added that the ministry 
would do all it takes to ensure 
that the 14,000 MW are captured 
and added to the national grid.

“So, we are looking for inves-
tors, a lot of people have shown 
interest, some probably we can 
get them to implement them 
through loans like the Mambila 
hydro power plant. For some 
we are looking for private in-
vestors that will come and put 
in their money, get into power 
purchase agreement with the 
National Bulk Electricity Trad-
ing Company and make money 
and put power into the grid,” 
the minister said.
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MOF seeks to recover un-remitted 
N450bn operating surpluses from MDAs

T
he Federal Min-
istry of Finance 
(MOF ) has an-
nounced the con-
stitution of a com-

mittee to recover unremitted 
operating surpluses of agen-
cies of government, running 
into N450billion.

 The committee led by the 
Accountant General of the 
Federation,  Ahmed Idris, 
is to reconcile the operat-
ing surpluses of 31 reve-
nue-generating agencies of 
government for the period 
2010-2015.

 The findings of the com-
mittee so far, have shown 
under-remittance of over 
N450 billion, which has ac-
crued within the period.

MOF stated that staff of 
the Office of the Accountant 
General of the Federation 
have critically reviewed the 
accounting statements of 
these agencies, which include 
the Central Bank of Nige-
ria (CBN), Petroleum Tech-
nology Development Fund 
(PTDF), National Agency for 
Food and Drug Administra-
tion and Control (NAFDAC), 
Nigerian Television Author-
ity (NTA), and the Securities 
and Exchange Commission 
(SEC), among others.

 The Committee wil l 
therefore be inviting the 

management of these agen-
cies to explain why their 
operating surpluses have not 
been remitted as mandated 
by the Fiscal Responsibility 
Act 2007.

 It will be recalled that 
Sections 21 and 22 of the Fis-
cal Responsibility Act 2007, 
specifically states, among 
other things,  that the Gov-
ernment corporations and 
agencies and government 
owned companies listed in 
the Schedule to this Act (in 
this Act referred of as ‘the 
Corporations’) shall, not 
later than six months from 
the commencement of this 
Act and every three finan-
cial years thereafter and 
not later than the end of the 
second quarter of every year, 
cause to be prepared and 
submitted to the Minister 
their Schedule estimates of 
revenue and expenditure for 
the next three financial years.

Some of these agencies 
have incurred huge expenses 
on overseas training and 
medicals, and huge expenses 
on behalf of supervisory 
ministries and/other organs 
of government involved in 
oversight or regulatory func-
tions without appropriate 
approval.

 Other infractions in-
clude payment of salaries 

and allowances to staff and 
board members, governing 
councils, and commissions 
which are outside or above 
the amount approved by the 
Revenue Mobilisation and 
Fiscal Allocation Commis-
sion (RMFAC) and the Na-
tional Salaries, Income and 
Wages Commission.

The list also includes 
unacceptable expenses in-
curred on donations, spon-
sorships, etc; unfavourable 
contract signed for revenue 
collection by a third party; 
granting of staff loans that 
have not been repaid as well 
as sale and transfer of assets 
to board members, among 
others.

According to the Finance 
Ministry, the overall effect of 
these practices is that operat-
ing surpluses of these agen-
cies are lower than should be.

 As a result of this, the 
Honourable Minister of Fi-
nance, Mrs. Kemi Adeosun 
has directed the Accountant 
General of the Federation to 
issue a circular that will limit 
allowable expenses that can 
be spent as part of measures 
to ensure these agencies face 
strict monitoring.

 This development is part 
of the resolve of the Honour-
able Minister to ensure that 
leakages are tackled.

The Federal Government has 
commended the African 
and Indian Ocean Satellite 

Communication Network (AFIS-
NET) for significantly contributing 
to the enhancement of safety and 
efficiency of air navigation within 
and across the African and Indian 
Ocean (AFI) region.

 Hadi Sirika, minister of state, 
aviation, gave this commendation 
at the 24th meeting of the Western 
and Central Africa Satellite Net-
work Management Committee 
(SNMC) hosted by the Nigerian 
Airspace Management Agency 
(NAMA) at NICON Luxury Hotels 
Abuja.

Sirika noted that the SNMC 
has commenced discussion on 
the feasibility of surveillance data 
sharing within the sub-region, 
especially with the “multiplicity 
of surveillance systems available 
within the AFI Region with im-
mense potentials for providing 
redundancy across neighbour-
ing Flight Information Regions 
(FIRs).”

 The objective of Global Air 
Navigation Plan, he said, was to 
achieve a harmonized interoper-
able and seamless global air traffic 
management system that will fa-
cilitate cost effective, efficient and 
economic international civil avia-
tion, hence the need to sustain, 
expand and improve technology 
and capacity of the AFISNET to 
accommodate navigational and 
surveillance data sharing.

Naira stabilises as dollar scarcity persistsFG lauds AFISNET on 
enhanced regional safety

The nation’s currency 
yesterday closed sta-
ble against the dollar 

across all market segment of 
the foreign exchange, as dol-
lar shortage persists.

Specifically, naira closed 
at N408/$ and N455 per dol-
lar at the Bureau De Change 
segment and parallel markets 
respectively.

At the inter-bank spot 
foreign exchange market, the 
local currency also closed 
stable, closing at N305.25k 
against the greenback, ac-
cording to data from FMDQ.

The operators of the retail 
end of the foreign exchange 
market are making efforts 
to comply with the new for-
eign exchange policy by the 
Central Bank which pegged 
the exchange rate at between 
N410 and N420 for selling 
price.

Afater the meeting with 
the Central Bank, banks and 
governing body of BDCs on 
Monday, which focused on 
how to ensure availability of 
foreign exchange to BDCs 
outside Lagos, the associa-
tion body yesterday send a 
text message to its members 
to comply with the latest ex-
change rate.

“The text message reads, 
“to all South West BDCs: this 
week November 14-19, 2016 
rates are: N381/$ for buying 

and N399/$ for selling. Please 
ensure compliance and tell 
others. Thanks, South West 
chairman”. 

Traders at the unregulated 
market told BusinessDay that 
there is serious shortage of 
dollar in the market as export-
ers refuse to sell dollars to 
them at N399 or N400.

All efforts to get Aminu 
Gwadabe, acting president 
of Association of Bureau De 
Change Operators of Nigeria 
(ABCON) was fruitless as he 
declined to calls made across 
to him.

But he said on Monday 
that efforts are being made to 
ensure dollar supply is to use 
the banks facilities to distrib-
ute the greenback to qualified 
BDCs across the country. This 
also will help reduce pressure 
on Travelex, the global cur-
rency dealer.

Demand pressures per-
sisted at the foreign exchange 
market in the face of weak 
exports and earnings. This 
compelled the CBN to in-
troduce new policies to ef-
fectively manage the market 
and stall the depletion of the 
foreign reserve. Some of such 
policies included the sus-
pension of foreign exchange 
sale to BDCs, prevention 
of BDC participation in the 
inter-bank foreign exchange 
market, adoption of flexible 
exchange rate regime and 
introduction of Naira Settled 
Foreign exchange Futures.

HOPE MOSES-ASHIKE
IFEOMA OKEKE



Brussels seeks up 
to €60bn from 
Britain in hardline 
divorce settlement

T
he EU’s Brexit negoti-
ators are pushing for 
a draft UK exit deal 
by mid-2018 as part 
of a narrow, divorce-

first negotiating approach that 
would demand an exit bill of 
€40bn-€60bn.

Brussels’ rigid plans for the 
process, outlined to the Finan-
cial Times by senior officials, 
show it is making a priority of 
a clean separation settlement 
- and Britain’s payment of a 
hefty exit charge - over London’s 
desire to focus on refashioning 
trading relations.

Assuming Britain starts for-
mal Article 50 divorce talks in 
March 2017, the EU aims to 
complete a draft exit deal by au-
tumn 2018 at the latest, leaving 
at least six months to ratify and 
prepare for Britain’s full exit at a 
set date in 2019. The European 
Commission recommends no 
detailed trade talks be carried 
out before a draft agreement on 
Article 50 but envisages transi-
tional arrangements being tied 
to the exit deal.

Hardline commission nego-
tiators in Brussels see no option 
but to take a step-by-step ap-
proach to Brexit, moving from 
divorce to transition to a trade 
deal over a period of five or 
more years.

Russia launched a renewed 
offensive across Syria yes-
terday hours after Vladi-
mir Putin discussed the 

conflict with Donald Trump amid 
questions about how the incoming 
US president will deal with the Rus-
sian leader.

Sergei Shoigu, Russia’s defence 
minister, said the air strikes had 
targeted Isis and Syrian jihadis, 
their ammunition depots and train-
ing camps, in the provinces of Idlib 
and Homs. Opposition activists 
said the besieged northern city of 
Aleppo was also subject to intense 

But some European officials 
fear that such a narrow agenda 
will significantly increase the 
risk of political breakdown and 
an unfriendly British exit with-
out any withdrawal agreement. 
“This is all very dangerous,” 
said one high-level participant 
in talks.

Michel Barnier, the commis-
sion’s chief Brexit negotiator, 
has indicated to colleagues that 
he will pursue Britain for an 
exit bill based on an expansive 
view of its liabilities under the 
EU budget.

His team is looking at a gross 
upper estimate that includes 
unpaid budget commitments, 
pension liabilities, loan guaran-
tees and spending on UK-based 
projects. This would significant-
ly exceed the FT’s estimates of 
a net bill of €20bn, which strips 
out UK-bound spending and 
contingent liabilities.

The commission is also lean-
ing towards assuming Britain 
remains on the hook for some 
of the EU’s long-term budget be-
yond 2019 - planned spending 
that was promised to member 
states but not yet marked as a 
“commitment” in a budget year.

Taking account of these as-
sumptions of liability, the com-
mission’s opening demand on 
Britain’s gross bill would range 
from €40bn to €60bn, according 
to FT research. 

bombardment for the first time in 
weeks, though the Kremlin denied 
it was hitting the area.

The Trump camp did not say 
whether the two men discussed 
Syria in their Monday evening 
telephone call but the Kremlin 
said they agreed on the need for 
joint efforts to fight terrorism and 
discussed the possibility of a set-
tlement to the five-year Syrian 
conflict.

Throughout the campaign, Mr 
Trump unnerved the foreign policy 
establishment on both sides of the 
Atlantic by praising Mr Putin as a 
strong leader and hailing his role in 
the Syrian civil war as a campaign 

Infrastructure bonds may prove a costly soundbite

Big infrastructure projects 
are back in vogue in Brit-
ain. Theresa May’s gov-
ernment has declared 

its backing for the Hinkley Point 
nuclear power station, the expan-
sion of Heathrow airport and the 
entirety of the proposed high-
speed rail link between London 
and the north. Now, the prime 
minister wants to go further, act-
ing on pledges she made before 
taking office to boost housebuild-
ing and upgrade roads - and to 
launch Treasury-backed bonds 
to finance more projects.

The intention is laudable. Yet, 
to date, no one has explained 
how an “infrastructure bond” 
would work in practice - or what 
advantage it would hold over 
ordinary public borrowing.

It is certainly desirable for the 
government to take advantage of 
current low interest rates to make 
investments - whether in trans-
port, public utilities or digital net-
works - that will support growth 
and pay off in the long run.

However, Philip Hammond, 
chancellor, is constrained by a 
worsening outlook for the UK’s 
public finances. He has told 
cabinet colleagues to expect 
no more than a modest fiscal 
stimulus, with a small increase 
in infrastructure spending, when 
he sets out his forecasts for the 
economy in next week’s Autumn 
Statement. This makes it even 
more important that any new 
investment should be both well 
targeted and cost effective.

Any scheme financed through 
the government is ultimately a 
claim on the taxpayer. Gilt issu-
ance is in most circumstances 
the cheapest and most efficient 

way for the government to bor-
row, due to the size and liquidity 
of the market. If the government 
genuinely bears the risk of a par-
ticular project, then any other 
form of financing will essentially 
be a gilt masquerading under 
another name - and it is likely to 
be less liquid and more costly.

If Mr Hammond chooses to 
pursue the idea of infrastructure 
bonds, he will therefore need to 
explain and justify the rationale.

There may be some projects 
where it is possible for the gov-
ernment to transfer risk to the 
private sector, for example the 
risk of cost overruns in the course 
of construction. However, proj-
ects such as the London “super 
sewer”, where private investors 
required both government guar-
antees to cover construction risk 
and an income from the first 
day of building, show the limits 
of such an approach. Moreover, 
an irony of leaving the EU is that 
it increases the risk of higher 
costs for labour and imported 
materials.

It is even harder to persuade 
the private sector to take on 
operating risk - given repeated 
instances of governments relying 
on over-optimistic projections of 
demand to justify politically de-
sirable projects. Investors rightly 
prefer to refinance projects that 
are already in operation. The 
attempt by George Osborne, 
Mr Hammond’s predecessor, to 
channel pension fund money 
into infrastructure has raised just 
£1bn against a target of £20bn.

If the intention is to offer 
infrastructure bonds to private 
investors through National Sav-
ings, then it will be more costly 

than gilt issuance and is likely 
to represent a poor use of public 
funds.

Other ideas that have been 
floated, such as the creation of 
an infrastructure bank, are more 
promising. Such an institution 
could provide real expertise in 
assessment projects and help to 
fill the gap that will be created if 
the UK loses much of its access to 
the European Investment Bank, 
which lent £5.6bn to the UK last 
year, supporting universities and 
hospitals.

May is determined to show 
that Britain remains open for 
business. Yet the promise of infra-
structure bonds must not be pur-
sued if it amounts to little more 
than an expensive soundbite.
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Swedish central bank considers move away from cash

Italy ramps up attack on EU with budget threat

Sweden’s Riksbank is de-
bating whether to become 
the first significant central 
bank to issue a digital cur-

rency as it responds to an increas-
ing move away from cash in the 
Scandinavian country.

The world’s oldest central bank 

- it was the first to issue paper 
banknotes in the 1660s - is launch-
ing a project to examine what a 
central bank-backed digital cur-
rency would look like and what 
challenges it would pose. It hopes 
to take a decision on whether to 
start issuing what it calls an ekrona 
in the next two years.

“This is as revolutionary as the 

paper note 300 years ago. What 
does it mean for monetary policy 
and financial stability? How do we 
design this: a rechargeable card, 
an app or another way?” Cecilia 
Skingsley, deputy governor at the 
Riksbank, told the Financial Times.

Central banks around the world 
have only begun grappling with the 
potential benefits and challenges 

arising from digital currencies 
such as bitcoin in recent speeches 
from the likes of the Bank of Eng-
land and the Bank of Canada.

But a dramatic drop in Swe-
den in the use of cash - the 
amount of notes and coins in 
circulation has fallen by 40 per 
cent since 2009 - has forced the 
Riksbank’s hand. “We really 

have no one to look at when it 
comes to how to design it and 
what are the possible conse-
quence . . . It’s not an option for 
us not to do anything,” said Ms 
Skingsley.

The Riksbank, like other central 
banks, already provides electronic 
money through accounts to banks 
and clearing organisations. 

Continued from page A3

Italy threatened to veto the 
EU’s budget on political 
grounds, sharply ramping 
up criticism of Brussels 

ahead of next month’s referen-
dum on constitutional reforms, 
which is pivotal to the political 
fate of Matteo Renzi, the coun-
try’s centre-left prime minister .

Rome baffled diplomats in 
Brussels by lodging an official 
reservation on the EU’s review of 
its multi-annual budget, which 
aims to boost employment and 
support for migration.

Sandro Gozi, Italy’s EU minis-
ter, launched a broader attack on 
the EU. “We are not nationalists 
and we are not populists, but we 
are tired of European ambigui-
ties and contradictions. We are 
very tired of a Europe that says 
things and does not do them,” 
he said.

“We are convinced that if 
Europe does not change this will 
mark the beginning of European 
disintegration.”

The threat to veto the reforms 
makes little difference to Brus-
sels’ budget negotiation process 

unless Italy follows through with 
its veto. Some EU diplomats took 
the manoeuvre as an example 
of Italy seizing a tactical op-
portunity to bash Brussels for 
electoral gain.

Since taking office in February 
2014, Mr Renzi has frequently at-
tacked Brussels and EU member 
states, reflecting growing do-
mestic Euroscepticism driven by 
economic austerity policies and 
lack of help for Italy to deal with 
Europe’s migration crisis.

In particular, Renzi recently 
warned countries in eastern Eu-
rope that if they resisted taking 
migrants under a new EU quota 
scheme for allocating refugees he 
would withdraw support for some 
EU funds those countries.

The political stakes for Mr 
Renzi are growing ahead of the 
December 4 referendum on his 
flagship constitutional reform, 
which is designed to ease gridlock 
in Italy’s political system. His “yes” 
campaign is trailing in the polls, 
and the prime minister has said 
he would resign if he loses, which 
could plunge the country into 
fresh political instability.

Mr Renzi received a boost yes-

terday when data showed the Ital-
ian economy grew 0.3 per cent in 
the third quarter, bouncing back 
from a stagnant performance 
earlier in the year.

Istat, Italy’s statistical agency, 
said the increase in gross domes-
tic product was mainly driven by 
domestic demand, a sign that 
consumers ramped up spend-
ing even amid rising uncertainty 
about the looming vote and wor-
ries about the country’s banking 
system.

Although the Italian economy 
returned to growth on Mr Renzi’s 
watch, beginning in 2014, the 
pace of the expansion has been so 
lacklustre that many Italians have 
failed to perceive any improve-
ment. Mr Renzi pushed through 
a major reform of Italy’s labour 
laws in 2015, which has been 
accompanied by rising employ-
ment, but the Italian jobless rate 
remains stuck at 11.7 per cent, 
above the EU average.

Concerns about a return to re-
cession had been raised after the 
economy stalled in the second 
quarter of 2016, with flat output. 
Those concerns will have eased 
with the latest data.

An Egyptian court has 
rescinded a death sen-
tence against Mohamed 
Morsi, the former Is-

lamist president who was ousted 
by the army in a 2013 coup after 
huge protests against him.

The Court of Cassation also 
ordered a retrial for Morsi and 
five other leaders of his Muslim 
Brotherhood group, now desig-
nated a terrorist organisation. 
All were sentenced to death last 
year by a lower court in connec-
tion with a massive prison break 
during the early days of the 2011 
Egyptian revolution, which end-
ed the rule of Hosni Mubarak, the 
former dictator.

The decision to overturn the 
death sentence follows an appeal 
and means the former president 
is no longer in danger of execu-
tion and will face a retrial for the 
prison escape charges. He does, 
however, face years in jail in con-
nection with three other cases.

The prosecution had alleged 
at the initial trial that Palestinians 
from Hamas, the Islamist group 
that controls Gaza, had infiltrat-
ed Egypt through tunnels under 
the border and freed Morsi, 30 
other brotherhood members 
and some 20,000 inmates held 
in prisons around the country. 
It argued that both the Iranian 
National Guard and Hizbollah, 
the Lebanese group, were also 
involved.

Amnesty International had 
described the trial as a charade.

Morsi was elected president in 
2012 and ruled for a year marked 
by a deepening polarisation 
between Egypt’s Islamists and 
liberal and secular opponents. 
He was ousted by Abdel Fattah 
al-Sisi, the current president, 
who was defence minister, on the 
back of protests that saw millions 
take to the streets.
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against extremists.
Under President Barack Obama, 

Russia’s backing of Syrian leader 
Bashar al-Assad’s regime and its 
involvement in the bombardment 
of Aleppo have severely strained 
Moscow’s relations with the US and 
its European allies.

Western governments have 
condemned many of Mr Putin’s 
actions, going so far as accusing 
Russia of being complicit in war 
crimes for bombing civilians and 
hospitals in Aleppo after the col-
lapse of a brief ceasefire brokered 
by Washington and Moscow. They 
have also called for the ousting of 
Mr Assad, who Mr Putin has backed 
both diplomatically and militarily. 
Mr Trump has suggested he is more 
interested in targeting Isis than the 
removal of Mr Assad, which could 
give Syria and Russia more rein to 
attack the rebels.

Russia, which intervened in 
the conflict a year ago, eventu-
ally paused its bombardment of 
Aleppo but the Syrian regime has 
been warning for days of a new of-
fensive on the city, which is divided 
between rebels and government 
forces and is the critical battle-
ground in the war.

Analysts have been concerned 
that Damascus and Moscow would 
use the political transition in the 
US to mount an all-out offensive to 
defeat the rebels.

Mr Shoigu said the Admiral 
Kuznetsov, Russia’s aircraft carrier, 
had been used in the campaign - its 
first combat mission.

“There were 30 air strikes and 
three people have died so far,” 
said Hisham Skaff of the Fastaqem 
Kama Umirt rebel brigade in Alep-
po. “This is very scary.”

Moscow appeared to warn other 
outside forces against intervening 
to halt the offensive, with Mr Shoigu 
highlighting Russia’s air defence 
capabilities covering an area of the 
Mediterranean.

In the past 24 hours air strikes 
have hit three hospitals in rebel-
held villages in Aleppo province, 
the UK-based Syrian Observatory 
for Human Rights said. 

Sandro Gozi, Italy’s EU minister
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M
onte dei Paschi di 
Siena has priced 
a swap of €4.3bn 
of subordinated 
debt for equity, a 

key plank of the latest plan to turn 
round the troubled Italian lender 
and avert concerns that its failure 
could spark a systemic crisis.

Chief executive Marco Morelli, 
54, is under pressure to raise €5bn 
in new capital for the world’s oldest 
bank and sell its €28bn of gross bad 
loans before the end of the year. 
Otherwise it would be forced to face 
nationalisation and the imposition 
of losses on its creditors, known as 
a bail-in.

The uptake of the voluntary 
debt-for-equity swap has turned 
into a vital part of the recapitalisa-
tion plan after investors baulked at 
stumping up €5bn in new capital for 
Italy’s third-largest lender, which 
has already burnt through €8bn 
raised in the past four years.

Monte Paschi said it would 
swap equity for up to 100 per cent 

Apple’s latest product 
launch combines 20 years 
of its innovations into a 
sleek white unit. Its mini-

malist design is “specially milled” 
from the finest materials, with only 
the faint outline of Apple’s logo 
interrupting its smooth surface. It 
comes in two sizes, costing a pricey 
$199 to $299. Best of all, it will never 
run out of batteries.

After revolutionising personal 
computers, phones and watches, 
Apple has finally turned to human-
ity’s most durable communications 
device: the book.

Designed by Apple in California 
is a coffee-table book, celebrating 
20 years of products and is pro-
duced by Apple itself. Some 450 
photographs chronicle products 
from the original iMac in 1998 
through to 2007’s iPhone, and its 
latest Watch and Pencil.

“While this is a design book, it is 
not about the design team, the cre-
ative process or product develop-
ment,” writes Apple’s design chief, 
Sir Jonathan Ive, in its foreword. “It 
is an objective representation of 
our work that, ironically, describes 
who we are.”

The hardback volume will go on 
sale in selected Apple stores today. 
Even before anyone had seen it 

Twitter offers function to block abuse

Apple book spurs lust 
and puzzled mockery

of the face value of its subordinated 
bonds. It is hoping to raise as much 
as €1.5bn from the swap, say people 
familiar with the plan.

The lender, which emerged as 
Europe’s weakest bank in stress tests 
in July and is struggling to improve 
profitability, also announced yester-
day a deal to sell its non-performing 
loans platform, dubbed “Juliet”, to 
loan servicer Cerved for €105m.

The European Central Bank has 
demanded Monte Paschi hive off its 
€28bn of gross NPLs this year.

Bankers warn Monte Paschi’s 
rescue deal is under threat from 
a constitutional referendum on 
December 4 which risks unseating 
Italy’s reformist prime minister, Mat-
teo Renzi, and triggering share price 
falls and market instability.

“Monte Paschi’s future relies on 
the referendum,” said Marco Elser, 
partner at finance boutique Lonsin 
Capital in Rome. He expects shares 
in Italy’s second tier banks would 
also be hit if Mr Renzi failed to win 
the referendum as would efforts by 
Italy’s largest bank by assets, Uni-
Credit, to raise additional capital. 

in person, its unveiling prompted 
both lust from design aficionados 
and puzzled mockery from around 
the web.

Product Hunt, an online com-
pendium of tech launches, noted 
the “new mac book” had an “in-
novative antiglare display”, while 
adding it “might be the hottest 
holiday gift this year”. Members of 
the Product Hunt community joked 
they would wait for the “S version” 
next year and bemoaned its “insane 
pricing”.

Yet some Apple watchers had a 
more sober analysis on the release. 
Michael Steeber, a video editor, 
tweeted: “You don’t see artists 
releasing greatest hit compilations 
until after their best days.”

The book is “dedicated to the 
memory of Steve Jobs”, the com-
pany’s late co-founder. “The idea 
of genuinely trying to make some-
thing great for humanity was Steve’s 
motivation from the beginning, 
and it remains both our ideal and 
our goal,” Sir Jonathan said in a 
statement.

However, Jobs himself disdained 
nostalgia, telling Playboy magazine 
in 1990: “If you want to live your life 
in a creative way, as an artist, you 
have to not look back too much. You 
have to be willing to take whatever 
you’ve done and whoever you were 
and throw them away.”

Twitter will allow users 
to “mute” abuse as a re-
sponse to concerns that 
cyberbullying, racism 

and misogyny are pushing some 
people to leave the platform and 
hurting the company’s growth 
prospects.

The messaging company said 
yesterday that it was extending 
users’ ability to mute a conversa-
tion so they can avoid keywords, 
phrases and conversations if they 
fear they might be abusive.

Twitter has struggled to bal-
ance its principles of public con-
versation and free speech with 
complaints from users, especially 
high-profile women and peo-
ple from ethnic minority back-
grounds, that the app can feel 

hostile.
“We don’t expect these an-

nouncements to suddenly remove 
abusive conduct from Twitter. No 
single action by us would do that. 
“Instead we commit to rapidly 
improving Twitter based on ev-
erything we observe and learn,” 
the company said.

User growth has been sluggish 
on Twitter for almost two years, 
while rivals such as the larger 
Facebook and smaller platforms 
like Snapchat and WhatsApp have 
been growing steadily.

Jack Dorsey, Twitter’s co-
founder, was brought back as 
chief executive last year, charged 
with improving the platform to 
make it easier to understand for 
new users and to keep existing 
users engaged.

Under Mr Dorsey, Twitter has 

been taking a more interventionist 
approach to hate speech on the 
platform - for example, banning 
Milo Yiannopoulos, a conserva-
tive commentator, after it claimed 
he led a racist harassment cam-
paign against Leslie Jones, the 
African American Ghostbusters 
actress.

Jones, who is now back on the 
platform, said at the time she was 
leaving Twitter “with tears and a 
very sad heart”.

Twitter said yesterday that 
because messages flow in public 
and in real time, it has had “some 
challenges” keeping up with and 
curbing abusive conduct.

“We took a step back to reset 
and take a new approach, find and 
focus on the most critical needs, 
and rapidly improve,” it said in a 
blog post.

RACHEL SANDERSON & MILAN MARTIN 

Société Générale has vowed 
to fight attempts by the 
French tax authorities to 
claw back a €2.2bn tax 

benefit it received in relation 
to losses made by rogue trader 
Jérôme Kerviel.

France’s second-largest bank 
by market capitalisation was re-
sponding to a report in business 
newspaper Les Echos claiming 
the state would challenge its tax 
deduction, following a court rul-
ing that partly blamed faults in 
the lender’s internal controls for 
the €4.9bn fraud.

In a statement yesterday, the 
bank said it had decided to de-
duct the losses it incurred when 
unwinding Kerviel’s hidden trad-
ing positions “according to the 
applicable fiscal legislation.” It 
added that it “will therefore use 

all legal means to defend this 
decision”.

Any battle between Société 
Générale and the French tax 
administration is likely to take 
years of negotiations and pos-
sibly court appeals to determine 
the extent of any tax clawback.

It represents the latest twist 
in an affair that began in 2008, 
when the lender discovered that 
Kerviel made €50bn in hidden 
trades. It is also the latest salvo in 
a public relations battle between 
SocGen and its former trader, in 
which both sides have sought to 
cast themselves as the victim in 
the case.

In 2014, after years of appeals 
by Kerviel, France’s highest court 
upheld an original court decision 
that found him alone criminally 
responsible for the losses. But the 
judge added that the lower courts 
had not fully taken into account 

possible oversight failures by Soc-
Gen when they ordered Kerviel to 
pay €4.9bn in damages - prompt-
ing a civil case this year into how 
much he should pay back. In 
September, the Versailles court 
of appeals reduced to €1m the 
damages Kerviel had to pay the 
bank. Explaining their decision, 
the judges said Kerviel was “par-
tially liable” for rogue trading, but 
also mentioned shortcomings in 
SocGen’s control systems, limit-
ing its rights to damages.

“Above and beyond the crafti-
ness and determination of the 
one who committed the acts, 
or even the sophistication of 
the methods used, such great 
damage would never have been 
reached without the patchy na-
ture of Société Générale’s con-
trol systems, which created a 
high degree of vulnerability,” the 
judges said.

SocGen vows to fight Kerviel case tax clawback
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M
oscow’s nuclear pos-
turing has reached 
its highest level 
since the Soviet 
era, alarming Nato. 

Donald Trump’s election has only 
raised concerns that loose talk could 
escalate into a crisis.

A month before the US election, 
as tension flared between Moscow 
and Washington over the war in 
Syria, Russia moved nuclear-capable 
Iskander cruise missiles into Kalinin-
grad, the Russian enclave between 
Lithuania and Poland. Two days later, 
Dmitry Kiselyov, Russia’s unofficial 
propaganda chief, warned that any 
clash of US-Russian forces in Syria 
could escalate dangerously. “Impu-
dent behaviour by America,” he de-
clared in his current affairs television 
show, “has a nuclear dimension.”

The moves came amid the most 
intense nuclear posturing by Mos-
cow since the Soviet era. Over three 
weeks, Russia cancelled three nuclear 
deals with the US. The city of Moscow 
ordered checks on its fallout shelters 
as 40m Russians held civil defence 
drills. State TV warned the US was 
about to start a war, comparing 
tension over Syria with the Cuban 
missile crisis.

The sabre-rattling appeared to 
be elaborate theatre aimed at deter-
ring any US effort to counter Russia’s 
bombardment of Aleppo, intimidat-
ing any incoming US administration, 
and bolstering President Vladimir 
Putin ahead of elections in 2018.

Yet Russia’s willingness to use its 
nuclear capabilities to exert pressure 
leads to an alarming conclusion: the 
spectre of nuclear war is back 25 years 
after the world believed it had been 
buried by the end of the cold war.

“The risk of a nuclear conflict 
may be higher today than at any 
time since the 1980s,” warns Andrew 
Kuchins, a Russia expert at Wash-
ington’s Georgetown University, in 
a forthcoming report on US-Russian 
relations. “Unfortunately, societies 
and political establishments . . . seem 
in large part unaware that this truly 
existential threat has [returned].”

Into this geopolitical stand-off 
walks the divisive US president-elect, 
Donald Trump. Moscow, which por-
trayed his Democratic rival Hillary 
Clinton as a warmonger, has already 
toned down its rhetoric. In contrast, 
the Republican is portrayed as a man 
it can do business with and who does 
not share Washington’s ingrained 
Russophobia.

Critics at home have questioned 
instead whether Mr Trump, who 
has asked why nuclear weapons 
exist if they cannot be used, is psy-
chologically fit to be entrusted with 
America’s launch codes. Allies fret 
over his questioning of US security 
commitments to Nato members that 
do not pay their way. Arms control 
experts worry over his suggestions 
that Japan and Korea should develop 
their own nuclear weapons, which 
could undermine the global non-
proliferation regime, and his pledge 
to scrap or rework last year’s nuclear 
deal with Iran.

Mr Trump’s declared aim of 

reaching a “deal” with Mr Putin to re-
duce tension could, in theory, dimin-
ish the nuclear threat. The two men 
held their first phone conversation 
on Monday night, with Mr Trump 
expressing hope of a “strong and en-
during relationship”. The Kremlin said 
the two agreed to work to rebuild ties. 
But the president-elect’s chances of 
agreeing a deal with Mr Putin without 
compromising the sovereignty and 
security of US allies in central and 
eastern Europe for now look distant.

Instead, a man with no political, 
diplomatic or intelligence experience 
may find himself squaring up against 
an ex-KGB officer and the first leader 
since Nikita Khrushchev, in the words 
of one Russian analyst, to “put the 
nuclear gun on the table”.

‘Do you want this?’
While western populations may 

be only just waking up to the threat, 
defence and security chiefs across 
Nato have been grappling with Mos-
cow’s nuclear rhetoric ever since Rus-
sia’s annexation of Crimea in 2014.

The Ukraine crisis marked the 
start of what one western intelligence 
official calls a “campaign” of sabre-
rattling by Mr Putin, his generals and 
his officials. Indeed, two days before 
Viktor Yanukovich, the Ukrainian 
president, fled anti-government pro-
tests in Kiev in February 2014, a se-
nior Moscow security official warned 
the Financial Times that what he 
called western meddling in Ukraine 
risked triggering the third world war, 
one in which nuclear weapons could 
be used.

“Do you want this?” he added.
Mr Putin made similar threats to 

European leaders as he argued that 

the west should end its support for 
Kiev, the western intelligence official 
says. At a youth camp in August 2014, 
the Russian president reminded his 
audience that “Russia is one of the 
largest nuclear powers. This is a real-
ity, not just words.”

At a secret meeting in Germany 
last year of retired US and Russian 
generals from the military and in-
telligence communities, Russian 
participants brandished the nuclear 
sabre again. According to notes of the 
meeting seen by the FT, the Russian 
generals warned any attempt to retake 
Crimea, or any military clash in the 
Baltic republics, which have sizeable 
Russian minorities, could be met with 
“nuclear force”.

“All key players in the west have 
noticed a conspicuous breakdown of 
the conventions, disciplines and rules 
governing nuclear weapons, discus-
sion of nuclear weapons, and threat 
of nuclear weapons that we took for 
granted in the last two decades of the 
Soviet Union,” says James Sherr, an 
associate fellow at Chatham House.

Moscow has even reprised cold 
war-style psychological games. Late 
last year, Russian TV showed Mr Putin 
addressing a government meeting on 
responses to the recently launched US 
ballistic missile defence system in Eu-
rope, a longtime bugbear for Moscow.

The camera zoomed in on a brief-
ing document held by a Russian 
general. It showed a possibly fictitious 
plan for a “doomsday” weapon, an 
undersea drone capable of sailing 
undetected to the US east coast and 
detonating a massive thermonuclear 
warhead.

End of MAD?

The challenge for the west - and 
the incoming Trump administra-
tion - is to understand the motives 
for the nuclear posturing. Some in 
Nato see it as a sign of anxiety, not 
strength. Despite huge spending on 
modernisation in recent years, Rus-
sia’s conventional forces remain a 
fraction of the size of Nato’s. 

But its nuclear arsenal is on a par 
with America’s - though both are far 
smaller than at the height of the cold 
war - allowing it to level the playing 
field.

“In the cold war, we [Nato] weren’t 
going to be winning in the early 
stages of [any conflict] either,” says 
a senior Pentagon official. “One of 
the concerns was that we had such 
a conventional imbalance that we 
would in fact need to resort to using 
tactical battlefield weapons.”

Russia’s worries about its con-
ventional weakness during its post-
communist 1990s economic slump 
led it to adopt a concept called 
“nuclear de-escalation”. This says if 
Russia faces defeat in a conventional 
conflict, it might respond with a lim-
ited nuclear strike, even with a single 
weapon. This would aim to shock its 
opponent - Nato - into backing down, 
or otherwise risking all-out destruc-
tion through nuclear retaliation. 
Russia has incorporated a limited, 
knockout, nuclear strike into military 
exercises since 2000.

When a Russian-Nato conflict 
seemed barely thinkable in western 
capitals, the doctrine caused little 
concern. Today, it looms large for 
military planners. They fear it un-
dermines the cold war-era concept 
called MAD, or mutually assured 

destruction.
Andrei Piontkovsky, a Russian 

political scientist and outspoken 
Putin critic, has warned that Russia’s 
military doctrine could provide a 
basis for the president to engage in 
“nuclear blackmail” to force the west 
to accept Russian gains after a short 
conflict. That, he says, makes Trump’s 
questioning of US obligations to Nato 
partners such as the Baltic republics 
especially risky.

“The central issue in the US-Rus-
sia nuclear stand-off now is whether 
the Trump administration continues 
this disastrous line or abandons it 
under pressure from traditional Re-
publicans in Congress,” he says.

Defence - Return of an existential threat
NEIL BUCKLEY, SAM JONES & KATHRIN HILLE
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D
onald Trump will en-
ter the White House 
with more potential 
conflicts of interest 
and less transparency 

about his finances than any recent 
president.

The president-elect’s influ-
ence over trade policy, taxes, gov-
ernment contracts and foreign 
relations present countless op-
portunities for him to benefit his 
own businesses. President Barack 
Obama had a humdrum list of in-
vestments, and Presidents George 
W. Bush, Bill Clinton, George H.W. 
Bush and Ronald Reagan put hold-
ings into blind trusts.

So far, Mr. Trump hasn’t said 
exactly what he will do, beyond 
transferring management of his 
companies to his adult children 
and other executives. And unlike 
every other major-party candidate 
and president since Gerald Ford, 
Mr. Trump hasn’t released his 
tax returns, which would provide 
more insight into his business 

dealings.
As president, Mr. Trump 

wouldn’t have to release his re-
turns, but he must continue to 
disclose his holdings annually in 
broad ranges, which he has done 
since becoming a candidate.

The nature of Mr. Trump’s assets 
means a blind trust might not ad-
dress conflict-of-interest concerns, 

because he owns buildings with his 
name on them and profits from 
business deals he personally ne-
gotiated. Even if Mr. Trump hands 
control of his business operations 
to family members or trustees, he 
would still know how his actions as 
president might help or hurt them.

Mr. Trump’s business consists 
chiefly of real-estate assets and 

Speculators sit on sugar pile, raising fears of selloff

Speculative investors have 
built a record position in 
sugar this year, sparking 
fears of a swift pullback in 

its price.
Investors such as hedge funds 

own around 26% of the New York 
sugar futures market, according 
to data from the Commodity Fu-
tures Trading Commission. That 
is down from a third in October, 
but speculators still own a huge 
pile of sugar by historical stand-
ards—around $5.35 billion worth, 
at current prices.

Some analysts say that a recent 
and gradual sell-down shows 
that fears of a disorderly exit are 
misplaced. But others point to a 
precedent that worries them. Five 
years ago speculative investors 
sold off what was until this year 
their biggest bullish position on 
record, accelerating the price fall 
that had triggered their move.

Key to the market will be fac-
tors such as India’s harvest in early 
2017, which accounts for around 
15% of the global crop. Donald 
Trump’s election victory has also 
added to the selling pressure on 
this commodity. And Brazilian 
producers have been selling more 
sugar to capitalize on a sharp fall 
in the real against the dollar since 
the vote, according to traders.

“If everybody heads for the 
door at once we might see the 
same sort of pullback we saw in 

2010-11,” said Gillis Danielsen, a 
portfolio manager at commodi-
ties investor Estlander & Partners 
GmbH, which has $364 million in 
assets under management.

On Monday, the CFTC said 
that speculators’ slightly increased 
their bullish position in sugar, after 
four weeks of selling . As of Nov. 8, 
their net long position accounted 
for 26.2% of the market, up from 
26%  a week  earlier  but down from 
a peak of 32.3% in early October.

That selling has weighed  
on sugar futures, which have 
slumped nearly 9% since the 
market peaked on Sept. 29. But 
so far the market hasn’t collapsed, 
leading some analysts to suggest 
these funds may be holding on for 
higher prices.

“The fears pre-election of a fund 
exit seem to have completely reced-
ed,” Tom Kujawa, co-head of softs 
at trading house Sucden, wrote in a 
research piece on Tuesday.

 Other market players are less 
sure.

Some market participants 
worry that if the downward drift 
restarts, some speculators may 
dump their holdings. Speculative 
investors are typically seen as tak-
ing a shorter term view on some 
markets.

The speculative position today 
is even larger than it was five 
years ago.

Their buying had helped lift 
the commodity to a 4½ year high 
in September as the market went 
from surplus to deficit for the first 
time in six years.

That surplus came as drought 
associated with the El Niño weath-
er phenomenon curbed Indian 
production by 10% last year to 27.7 
million tons. More bad news from 
India and elsewhere in Asia early 
next year could push the sugar 
price higher.

Donald Trump’s complex businesses 
bring potential conflicts of interest

Japan watches Samsung chip away at its car makers

Samsung Electronics Co.’s 
planned $8 billion acquisi-
tion of U.S. auto-parts sup-
plier Harman International 

Industries Inc. has exacerbated 
fears in Japan that its makers of cars 
and car parts will get left behind in 
the auto-technology race.

“This is an industry that is 
changing very rapidly,” indus-
try minister Hiroshige Seko said 
Tuesday when asked about the 
Samsung deal.

“Alliances are being forged 
across industries. Japan needs to 
work on this technology with a 
clear strategy in mind.”

The nation is spooked by its 
poor record in dealing with tech-
nology shifts that upturn indus-
tries. Its companies once were 
leading cellphone makers, but 
Apple Inc.’s iPhone decimated 
Japanese handset makers who 
made a belated and ultimately 
doomed push into the smartphone 
business.

Japan’s chip makers, while still 
strong in some areas, no longer 
rule the world as they did a quarter-
century ago.

As the home of Toyota Mo-

tor Corp., Nissan Motor Co. and 
Honda Motor Co., Japan can ill 
afford to let companies in nations 
such as the U.S. and South Korea 
get control of the core technologies 
behind self-driving and internet-
connected vehicles. Exports of cars 
and their parts accounted for 20% 
of Japan’s total exports last year.

“The fate of the Japanese econ-
omy depends on the ability of the 
automobile and electronics indus-
tries—the two pillars of the nation’s 
economy—to continue to produce 
high-value-added products,” said a 
report this year from the Ministry 
of Economy, Trade and Industry.

“If these industries become 
mere subcontractors for global 
software giants that supply and 
operate platforms for other com-
panies to build their businesses on, 
Japan would be stuck with manu-
facturers without any high-value-
added content,” the report said. In 
October, METI secured about $195 
million in funding to help compa-
nies study artificial intelligence for 
uses such as autonomous driving.

Recent deals show Toyota’s key 
suppliers are trying to ramp up 
their abilities in the same areas 
spotlighted by the Samsung-Har-
man deal.

units that manage hotels and 
condo towers, rolled up in an um-
brella company called the Trump 
Organization. Much of that is do-
mestic, including an agreement 
with the federal government for 
his Washington, D.C., hotel. New 
business has been mostly overseas, 
and the company’s past 10 new 
real-estate or branding deals have 
been abroad.

Those deals largely involve 
foreign business partners with 
vast business—and sometimes 
political—interests in their own 
and other countries. The part-
ners have provided Mr. Trump 
millions of dollars in revenue, 
according to his disclosures, cre-
ating potential for foreign-policy 
conflicts of interest.

Mr. Trump and the general 
counsel for his businesses, Alan 
Garten, said before the election 
that three of Mr. Trump’s adult 
children, Ivanka, Donald Jr. and 
Eric Trump, plan to run his compa-
nies. But Mr. Trump just named the 
three to his transition team, which 
is choosing government officials.

Rudy Giuliani, a top Trump 
adviser who is a leading candidate 
to become secretary of state, dis-
missed the prospect of divorcing 
the Trump children from the busi-
ness with a blind trust. He called 
for a “clear document” stating the 
president would have no involve-
ment in the family business.

MITSURU OBE & SEAN MCLAIN

ED BALLARD

RICHARD RUBIN & ALEXANDRA BERZON

Telecom-equipment maker 
Nokia Corp. said it expects its 
networks business to decline 

further next year, while vowing to 
ramp up cost-savings as it strug-
gles with weak demand and fierce 
competition.

The Finnish company said that 
it expects 2017 net sales of net-
works, its core business, to decline 
in line with he global telecommu-
nications network business, which 
it estimated will shrink by 2% next 
year. The firm flagged this warning 
in an investor briefing in Barcelona 
on Tuesday.

The news sent Nokia shares 
down 5% in morning trading in 
Helsinki.

Nokia said the outlook was in-
fluenced by “competitive industry 
dynamics,” and the “timing of ma-
jor network deployments,” among 
other things.

Over the past year, the telecom-
gear industry has been hit by slow-
ing demand from telecom carriers, 
as many of them have finished 
rolling out of latest-generation 
wireless networks, or 4G. At the 
same time, Nokia and its European 
peer Ericsson AB of Sweden are 
battling stiff competition from Chi-
nese companies, such as Huawei 
Technologies Co.

Last month, Nokia reported a 
third-quarter net loss and a 12% year-
over-year decrease in network sales.

Rajeev Suri, Nokia’s chief ex-
ecutive, said the company’s plan 
to save €1.2 billion ($1.3 billion) 
annually by 2018 is on target, but 
added that restructuring and other 
charges related to it are expected to 
amount to €1.7 billion, compared 
with an estimate of €1.2 billion 
earlier.

The company said the update 
stems from plans to mitigate a 
more challenging-than-expected 
market environment, with addi-
tional transformation initiatives, 
such as a further streamlining of 
sales costs and optimizing the use 
of its various sites.

To cater for telecom carriers’ 
demand for a broader range of 
products, Nokia has acquired 
French rival Alcatel-Lucent SA, 
a specialist in fixed internet gear 
such as routers and switches.

“We aim to target superior re-
turns through focused growth into 
more attractive adjacent markets, 
where high-performance, end-to-
end networks are increasingly in 
demand,” Mr. Suri said.

During the briefing, Mr. Suri 
said he is convinced Nokia is bet-
ter equipped than Ericsson to face 
the market’s slowdown. “Despite 
what some might think, Nokia is 
not Ericsson,” he said. “They are 
in crisis. We outperform them in 
pretty much every area, and in 
some significantly.”

Nokia warns 
network sales to 
decline in 2017
MATTHIAS VERBERGT
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Stocks mixed as bonds 
recover slightly

As Japan’s 10-year bond yield turns positive, BOJ’s experiment is tested

The global bond rout 
could prove a key test 
for Japan, the land of 
low rates.

The yield on Japan’s 10-year 
government bond briefly rose 
above zero on Tuesday for the 
first time in nearly eight weeks, 
joining a global trend toward 
higher yields in the wake ofDon-
ald Trump’s victory in the U.S. 
presidential election.

The move up is significant 
because the bulk of Japan’s 
government bonds have yielded 
a negative rate for most of the 
year, meaning investors pay the 
government for holding its debt.

It also puts to the test an ex-
perimental new Bank of Japan 
policy that effectively keeps 
yields where it wants them by 
setting a target for 10-year gov-
ernment-bond yields at around 
zero, while keeping short-term 
rates negative. That means the 
central bank is likely to step in 
and buy bonds to push longer-
term yields back down if they 
get too high, analysts and inves-
tors say.

“It’s easy [for benchmark 
yields] to get to zero, but I believe 
the hurdle is fairly high for the 
yields to keep rising,” said Yuichi 
Kodama, chief economist at 
Meiji Yasuda Life Insurance Co. 
in Tokyo. Bond prices and yields 
move in opposite directions.

Investors around the world 
are processing the possibility 
that Mr. Trump’s election victory 
could usher in a period of higher 
economic growth and inflation, 
ending an era of low and nega-
tive interest rates that fueled a 
yearslong rally in government 
bonds. Inflation chips away at 
the value of fixed payments in 
the future, making bonds less 
attractive to hold.

The yield on 10-year U.S. 
Treasurys shot up to as high as 
2.30% on Monday, versus 1.867% 
on Nov. 8, when the U.S. presi-

inversely to prices.
“Buyers are sniffing around, 

seeing some value with yields as 
high as they’ve been,” said Mr. 
Gallo, noting he nonetheless ex-
pects the direction of yields and 
the dollar to remain higher in the 
coming weeks.

Much of this will depend on 
the Federal Reserve’s stance in 
December. Richmond Fed Presi-
dent Jeffrey Lacker said Monday 
that possible fiscal stimulus un-
der the incoming administration 

could cause the U.S. central bank 
to raise interest rates faster than 
anticipated.

“As a general matter, doing mon-
etary policy with a more stimulative 
fiscal outlook usually warrants 
higher policy rates,” he said.

The Stoxx Europe 600 was 
nearly unchanged following a 
subdued session in Asia.

Sharp swings in commodity 
prices drove rotation into Eu-
rope’s oil and gas sector and out 
of basic resources.

HIROYUKI KACHI & RACHEL ROSENTHAL dential election was held, mark-
ing one of its sharpest jumps 
over a similar period since 2008. 
The yield was at 2.29% on Tues-
day morning in New York, near 
its highest level since January.

In Germany, yields on 10-year 
bunds rose to their highest level 
since late January on Monday, 
while the yield on the Swiss 10-
year government bond almost 
moved into positive territory 
from negative. Yields on both 
bonds eventually settled lower 
on Monday and continued to fall 
on Tuesday.

S
tocks were mixed, oil 
rallied and the govern-
ment-bond selloff eased 
Tuesday.

In recent sessions, 
investors have moved out of long-
dated U.S. government bonds and 
bond-like stocks such as utilities, 
and strengthened positions in the 
dollar, expecting that President-
elect Donald Trump will likely 
increase fiscal spending and 
lower corporate taxes, ultimately 
boosting growth and inflation.

On Tuesday, the Dow Jones 
Industrial Average declined 43 
points, or 0.2%, to 18826. The S&P 
500 rose 0.2%, and the Nasdaq 
Composite added 0.8%.

“Attention at the moment is on 
the bond market, which is driving 
everything,” saidStephen Gallo, 
strategist at BMO Capital Markets.

The yield on the 10-year U.S. 
Treasury note was recently at 
2.215%, compared with 2.224% 
on Monday, after its largest five-
day gain since 2009. German 
government bond yields fell 
slightly to 0.293%. Yields move 

Jaguar shows its concept for a luxury electric SUV

Social-media companies forced to confront 
misinformation and harassment

Luxury car maker Jaguar 
Land Rover plans to deliver 
an electric sport-utility ve-
hicle in 2018, taking a shot 

at Tesla Motors Inc.’s Model X and 
other automotive rivals.

Jaguar Land Rover on Monday 
unveiled its Jaguar I-Pace SUV con-
cept ahead of the Los Angeles Auto 
Show that begins this week. Its elec-
tric SUV will be first of several such 
vehicles planned by the British brand 
owned by India’s Tata Motors Ltd.

Other luxury car makers are 
close behind. Audi AG plans to 
market an electric SUV in 2018, it 
has said. Daimler AG’s Mercedes-
Benz is gearing up to show an 
electric, midsize SUV in 2019, and 
BMW AG aims to offer a battery-
powered X3 SUV in 2020. They 
are moving in part in response to 
tougher emissions standards in the 
U.S. and Europe.

Jaguar Land Rover is on the trail 
of Tesla’s Model X, which went on 
sale last year and is part of Chief 
Executive Elon Musk’s plan to 
boost the Palo Alto, Calif., com-
pany’s electric-vehicle production 
to 500,000 vehicles in 2018, from 
about 50,000 in 2015.

The number of all-electric mod-

Ongoing complaints about 
misinformation and hate 
speech on the internet 
are forcing social-media 

companies to confront whether 
they need to take more responsi-
bility for the content on their sites.

Twitter Inc. on Tuesday said it 
would let users block notifications 
of tweets that include specific 
words, among other moves, in an 
effort to combat harassment on the 
short-messaging service.

On Monday, Facebook Inc. said 
it would bar websites that post fab-
ricated or misleading news articles 
from using its ad-selling tools. But 
it is unclear how Facebook will 
identify those sites, and they might 
still appear in the more-heavily-
trafficked news feed, a source of 
news for 44% of Americans, ac-
cording to Pew Research.

Both the Twitter and Facebook 
moves may fail to address many 
users’ concerns. They show tech-
nology companies that have grown 
into powerful media voices strug-
gling to find a balance between 
being havens for misinformation 
and censors of free speech.

Concerns about false news sto-

ries on Facebook intensified during 
the recent presidential election 
campaign after erroneous claims 
were shared widely on the network, 
such as reports that Pope Francis 
had endorsed Donald Trump 
and that the Clinton Foundation 
bought $137 million in illegal arms.

Some critics say the social-
media sites should do more to pro-
mote accuracy and civil discourse. 
But the companies are wary of 
prescribing what their users should 
read or how they should act.

Facebook Chief Executive 
Mark Zuckerberg in a Facebook 
post on Saturday played down the 
impact of fake news, while also 
saying that his company is devel-
oping tools to curb it, including 
one that would allow users to flag 
news that they believe is fake.

But Syracuse University commu-
nications professor Jennifer Grygiel, 
who studies social media, said rely-
ing on users is inadequate. Instead, 
she said Facebook should hire more 
workers to review widely shared arti-
cles and remove those that are false.

“What he needs to do is hire 
more humans instead of pushing 
(the responsibility) onto the end 
user,” Ms. Grygiel said. “Know how 
much the community is trained in 
identifying fake news? Zilch.”

els available in the U.S. is expected 
to triple to 19 by 2020, according to 
credit-rating firm Moody’s Inves-
tors Service. Sales of small electric 
sedans, such as Nissan Motor Co.’s 
Leaf and BMW’s i3, have been dis-
appointing so far.

Overall sales of high-end SUVs 
have been bright spot in the U.S. 
auto industry, garnering a 52% 
share of the overall U.S. luxury 
car market through October this 
year, up from 40% of sales in 2013, 
according to data provider LMC 
Automotive. Auto makers are 
eager to sell SUVs because they 
command higher prices than 
smaller cars, and they’re increas-
ingly popular with luxury car buy-
ers. Jaguar didn’t disclose a price 
for the I-Pace.

“We don’t see the trend toward 
SUVs going away anytime soon,” 
said Jeff Schuster, an analyst at 
LMC Automotive, in an interview.

TIM HIGGINS

DEEPA SEETHARAMAN, JACK NICAS & 
NATHAN OLIVAREZ-GILES
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The Trump phenomenon

D
onald J. Trump 
h a s  b e c o m e 
President-elect 
of the United 
States of Amer-

ica against the expectations 
and projections of the US 
and Western media, the pun-
dits and pollsters and the 
political establishment in 
America, Europe, Asia and 
even Africa. It was a stunning 
upset as almost everyone 
had presumed the inevitabil-
ity of Hillary Clinton’s ascen-
sion to her “entitlement”-the 
US presidency. I am one of 
those however who was only 
mildly surprised, rather than 
shocked by Trump’s victory. 
As November 8, 2016 ap-
proached, I wondered at the 
huge disparity in the crowds 
attending Donald Trump’s 
rallies relative to those at Clin-
ton’s campaign events-Hillary 

conception of marriage and 
erode the place of faith in 
US society replacing it with a 
secular, rational or even athe-
istic alternative; and finally a 
troubling acquiescence or at 
least ineffectiveness in respect 
of global Jihadist terrorists as 
Democrats especially outgo-
ing President Barrack Obama 
and Hillary Clinton either 
avoided or over-rationalised 
the issue. In all these four 
dimensions, liberals were 
significantly out-of-touch 
with the popular mood-most 
Americans were concerned 
about large scale immigration 
especially as the issue conflat-
ed with their concerns about 
jobs, crime, security and ter-
rorism; the liberal insistence 
on immigration from Syria in 
particular did not sound like 
a reasonable position to most 
Americans with the excep-
tion of the over-sophisticated 
liberal intellectuals and those 
accustomed to automatically 
internalizing liberal/dem-
ocratic talking points. The 
evangelical community in 
the US, including several Ni-
gerians were deeply troubled 
by Obama’s LGBTQ roller 
coaster which were rapidly 
embraced across Europe and 
South America, and measures 
which appeared to subject 
their religious freedoms to the 

even had to resort to bringing 
JayZ, Beyonce and Jennifer 
Lopez, amongst other music 
and entertainment figures 
to draw decent attendance 
at the closing stages of the 
campaign. 

It was evident that the 
Trump voters were more mo-
tivated and enthusiastic about 
the election and that Clinton 
would have some relative dif-
ficulty drawing her presumed 
voters to the ballot box. In 
a way, this should not have 
surprised the Democrats-
Hillary Clinton was an un-
popular, generally unloved 
figure; the relentless news 
about scandals trailing her 
over Benghazi, the so-called 
emails, the accusations about 
“pay-to-play” that plagued her 
relationship with the Clinton 
Foundation and its (mostly) 
Arab-Muslim regime donors 
and the Wiki-leaks revelations 
about Democratic National 
Committee (DNC) gerryman-
dering to secure her the party 
nomination all did nothing to 
boost enthusiasm for her can-
didacy amongst Democrats 
and especially Independents. 
The FBI letter to Congress 
re-opening the investigation 
into her e-mail server scandal 
just days to the vote proved to 
be a fatal blow to her election 
prospects.

Beyond the problem 

presented as elections ap-
proached, there were fun-
damental problems with the 
Clinton and liberal platform. 
In my reading, the underly-
ing theme driving the 2016 
US presidential contest was 
the contrasting visions of 
the place of the US between 
the liberal internationalist 
conception of the Demo-
crats and the Americanist or 
America-First inclination of 
the majority of US voters. This 
internationalist versus Ameri-
canist visions played out in at 
least four critical dimensions-
immigration and borders; 
jobs and economic policy, 
faith and values; and national 
security and terrorism. In 
each of these four dimen-
sions, Hillary Clinton and the 
Democrats offered an interna-
tional perspective-large scale, 
unrestrained immigration or a 
defacto policy of open borders 
that many US citizens feared 
would end the notion of the 
US as a nation-state; free trade 
and other economic policies 
anchored on assumptions 
around the inevitability and 
irreversibility of the forces of 
globalization, irrespective of 
the costs in terms of domestic 
jobs and manufacturing; the 
liberal LGBTQ agenda that 
sought to eliminate gender 
as we ever knew it, end the 
institutional and Christian 
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is not always in the interest of 
the consumers of the regulated 
firm’s products or services. The 
regulated institution often ends 
up as the main beneficiary of 
regulation. We shall use this 
stand point to elaborate on the 
differences among the con-
cepts of regulatory capture and 
timidity.

The concept of regulatory 
capture was initially articulated 
by Professor Stigler, the Univer-
sity of Chicago Nobel Prize win-
ner, in his 1971 masterful article 
on the theory of economic regu-
lation. Stigler therein explained 
that sometimes regulation, 
which was set up to prevent 
monopolistic abuse, ends up 
being “captured” by the mo-
nopolist or firms in the industry 
it sought to control. Of course, 
regulation is not only directed 
at the control of public utilities, 
for which we have seen a sup-
portive normative argument. It 
equally applies to other activi-
ties and may come in the form 
of price controls and minimum 
entry requirements that limit 
participation, tariffs and policy 
instruments, among others. In 
industries such as banking and 
finance, regulation could be in 
the form of a minimum capital 
or spatial requirements.

An exposition of the ele-
ments of the two regulatory 
phenomena- capture and ti-
midity - may be useful in ex-

plaining the difference between 
them. Regulatory capture bears 
both wide and narrow mean-
ings. In its wide meaning, regu-
latory capture is the process by 
which special interest affects 
the power of government to 
regulate or intervene by any 
method, including setting of 
taxes, tariffs, choice of mon-
etary policy and even choice of 
policy instruments. However, 
its narrow meaning relates to 
intervention in a particular 
industry. In this sense, it means 

there are very high fixed costs, 
as may exist when large-scale 
infrastructure is required to 
ensure supply. 

Examples of natural mo-
nopoly situations include the 
cables and grids infrastruc-
ture for electricity supply, and 
pipelines for gas and water 
distribution. The investment on 
these items is generally known 
as sunk cost, which helps to 
prevent free entry and exit to the 
industry because many can’t 
afford it. Monopolies, like the 
then PHCN that had sole con-
trol of power supply in Nigeria, 
come to mind. Regulation is 
therefore needed to prevent 
exploitation of the masses by 
these monopolies. Accordingly, 
early literature on regulatory 
capture focused on the eco-
nomics of natural monopolies, 
and the potential for them to 
negatively exploit their market 
powers.

A highly charitable view of 
the normative argument for 
regulating public utilities is that 
regulators are motivated strictly 
by the desire to protect con-
sumers. This view, known as the 
public interest view, has long 
been attacked and defeated. It 
is now open secret that regula-
tion sometimes ends up serving 
the needs of the regulated than 
those of the public. It has been 
found in many cases, in devel-
oping countries, that regulation 

Of regulatory capture and regulatory timidity

My recent piece on 
“Dangers of regu-
latory timidity” 
appears to have 

excited many of our readers. 
While some of the reactions 
were quite strong and based 
on a misunderstanding of the 
concept of regulatory timidity, 
they present an opportunity for 
us to elevate and advance the 
discussion on regulation and 
other derivative issues naturally 
germane to regulation. Some 
of those derivative issues that 
grow wherever regulation is 
planted include regulatory cap-
ture, political influence, regula-
tory corruption and the concept 
of special interest; all of which 
mean completely different 
things with different implica-
tions for the economy.

The dominant normative 
argument for regulation stems 
from the view that natural mo-
nopoly requires a single firm 
to provide the goods or ser-
vices entailed. Of course, the 
conditions that lead to natural 
monopolies have been identi-
fied by economists to include 
industries facing declining long 
run average costs or economies 
of scale. Natural monopolies 
occur in industries where the 
minimum efficient scale of 
production is not reached until 
the firm has become very large 
in relation to the total size of 
the market. They arise when 
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Last week Thursday 
and Friday, the Min-
istry of Budget and 
Planning organised 

a widely publicised and ex-
tensively attended Medium 
Term Expenditure Frame-
work (MTEF) conference. 
It brought together some of 
the country’s most popular 
economic and policy makers 
and consultants, both in the 
private and public sectors. 
The gathering was a prelude 
to the planned economic 
recovery measures to be 
delivered by the President 
Muhammadu Buhari some-
time next month. 

MTEF: Is there anything new?
The meeting, because of 

the inputs required for inclu-
sion in the recovery plan to 
be presented next month by 
the President, went beyond 
the debate on expenditure 
estimates for 2017 – 2019. 

And that is the context of 
this piece, because it provides 
a good basis to understand a 
number of dimensions of the 
government’s fiscal direction. 
The first is whether what 
the President is to deliver 
sometime next month is the 
economic recovery plan that 
follows the bad growth and 
unemployment figures of the 
half year 2016. If this is the 
response, the timing is not 
only late, but also poor and 
weak. It suggests, perhaps 
consciously, the administra-
tion has concluded that it 
is best to concentrate all its 
strategies, efforts, and plans 
for the two full remaining 
years of the administration. 
For those years, the bet is on 
huge expenditure on infra-
structure through increases 
in foreign borrowing.

However, as great as this 
may seem, there is an un-
nerving feeling that the diag-
nosis of the economic crisis 
that we are in is wrong. For 
the sake of repetition, please 
permit me to reiterate my 
understanding of where we 
are. The immediate cause of 
the economic crisis of the last 
two years, preceding this ad-
ministration, is the fall in oil 
prices. However, over the last 
forty years, period of high oil 
prices, such as in the decade 
to 2014, only masked huge 
and fundamental economic 
problems that we caused 
and perpetuated by seriously 
flawed fiscal structures. 

Understandably, succes-
sive administrations, includ-
ing this one, have narrowed 
the problem to that of our 
inability to diversify our ex-
ports, which I only consider 
a symptom. This thesis is 
wrong on many fronts. 

Nigeria exports before 
crude oil consists of agri-
cultural products. So, in the 
case, the symptom that we 
now see, and regarded as the 
problem was in response to 
a national economic policy 

that redirected all significant 
economic policy making to 
the Federal government by 
vesting all resources under 
the soil in the centre. That 
policy, inadvertently, but 
theoretically and economi-
cally predictable, reduced 
the regions then, and States 
now, to economic append-
ages of the centre. A worse 
dimension to this is that, a 
large and growing populated 
country like ours, continues 
to focus and rely on crude 
oil, an exhaustible resource, 
with very limited potential 
for growth. 

To the extent that it was 
not always oil resources that 
this economy relied on for 
foreign income, we cannot 
divorce the economic con-
sequences that followed from 
the poor, naïve, weak, and fol-
ly fiscal policy that arrogates 
all resources underneath the 
soil to the federal govern-
ment. Economic dynamics 
teaches us that, while rich 
countries rely less on natural 
resources today, it is also true 
that natural resources pro-
vided the foundations and 
required capital that many 
countries have leveraged on 
for their wealth. However, Ni-
geria’s current fiscal structure 
seriously impedes the States 
from leveraging on the “capi-
tal” deposits underneath 
their ground.

Therefore, the attraction 
for me, and the fixation on 
fiscal policies in my writing 
is based on my understand-
ing that this government 
promises to be different. This 
government came to power, 
underlined by the change 
mantra. However, the fiscal 
policy has been anything 
but change. The tweak here, 
incremental changes there 
will not bring about the long-
term economic sustainabil-
ity, wealth, and reduction in 
poverty that we desire. So far, 
there is nothing new.  

To the extent that the 
MTEF and other economic 
policy considerations will 
not consider policies and 
reforms that could include 
measures that allow States to 
collect a percentage of corpo-

Dr. Ogho Okiti is an economist 
and CEO of Time Econom-

ics, an economics consulting 
firm, based in Abuja. You can 

follow him on Twitter @Dr_Okiti. 
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Deepwater gas exploration as next 
investment frontier in W/Africa

Royal Dutch Shell will invest 
$10 billion in Brazil over 5 
years as the country now has 
increased opportunities for 
foreign companies 

Source: OPEC

$10bn
American voters of all political stripes 
agreed that the country needs strong energy 
leadership to create jobs, lower fuel costs for 
consumers, enhance energy security and 
lower emissions.
- Jack Gerard, President/CEO American 
Petroleum Institute (API) 

Quote
ConocoPhillips is to initi-
ate an $8-billion divestiture 
program, which will focus on 
North American natural gas 
assets

$8bn

SnApShotS opEC weekly basket price
11/11/16 42.06

4/11/16 43.6

28/10/16 47.54

21/10/16 48.51

14/10/16 48.47

Energy Finance

Oil prices 
tumble 3 
percent after 
OPEC data adds 
to glut worries

ConocoPhillips 
to sell up to 
$8 billion 
of North 
American gas 
assets
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Third FPSO to arrive 
March 2017, Tullow 
claims insurance 
on FPSO Kwame 
Nkrumah 

Barring any last minute 
hitch, the Floating, 
Production, Storage, 
Offloading (FPSO) vessel 

for the Sankofa Gye Nyame oil and 
gas project, will arrive in Ghana 
in March 2017, Fabio Cavanna, 
Managing Director, ENI Ghana, 
said.

According to him, construction 
works have advanced steadily 
and the vessel is set to arrive 
in the country for commercial 
production to commence in 
August 2017, as scheduled. Page 4

FRANK UZUEGBUNAM
(with agency reports)

“Deepwater gas exploration is 
the future,” Tarek El Molla, Egypt’s oil 
minister told the audience during a 
presentation.

He said the country is turning its 
attention to this area, which costs 
over 15 times more than onshore 
drilling because of added complexi-
ties, as its huge gas find is slated to 
start production next year – Page 3

Trump’s ascendency: Oil, 
gas industry in a new era

Donald Trump’s election 
as US President rattled 
crude oil market. Before 
midnight on Election 

Day, West Texas Intermediate 
futures had dropped more than 4 
percent to $43.07 a barrel on the New 
York Mercantile Exchange; Brent 
crude slid by more than 3 percent 
to $44.40 on the London-based ICE 
Futures Europe exchange. 
However, as it became clear that 
Trump was heading for victory, 
both indices had made up some of 
the ground lost so that they were 
trading over $44 per barrel and $45 
per barrel respectively. Page 8

Wednesday 16 November 2016 BUSINESS  DAYC002D5556

ISAAC ANYAOGU

D
eepwater gas explora-
tion presents the next 
investment frontier in 
West Africa despite the 
huge capital involved 

as gas begins to command attention 

due to falling oil prices and the huge 
CAPEX spend on developing new oil 
fields.

Tarek El Molla, Egypt’s oil min-
ister’s presentation at Abu Dhabi 
International Petroleum Exhibition 
and Conference (ADIPEC) recently 
revealed the country’s plans to focus 
on the more costly deepwater gas ex-
ploration.
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such that poor infrastructure (such 
as the non/weak integration of the 
Eastern and Western Gas Pipelines 
System) would no longer be a good 
excuse not to fulfill these obliga-
tions”.  

He further noted that the push 
for virtual pipelines has increased in 
the last 3 months and those relating 
to swap arrangements/policies too, 
are on the increase and a number of 
foreign investors are indeed consid-
ering the idea of the virtue pipeline 
system and are looking to come into 
Nigeria to provide support to indus-
tries and productive activities which 
rely on gas. 

Specifically, the power sector is 
expected to be a prime beneficiary 
of this idea if the private sector, to-
gether with the support of the gov-
ernment, sees this through.

“Whilst the private sector seeks 
to invest in same, government does 
need to provide an enabling en-
vironment through good policies 
and incentives (fiscal and other-
wise), improved road networks and 
a robust rail system together with 
proper planning. Government also 
needs to think through the swap ar-
rangements properly before enforc-
ing same”. He added.

upgrade of distribution infrastruc-
ture. The money they are making is 
barely enough to service their loans 
and the banks are no longer willing 
to lend money to the Power sector 
especially the DISCOs.

Ayodele Oni, an energy expert 
in a recent article wrote that the 
alarming increase in vandalism of 
gas pipelines in the past 5-6 months 
within the oil rich Niger-Delta re-
gion of Nigeria which general serves 
as the transit region for a large por-
tion of the pipelines have in way 
helped the process of achieving the 
required boost in the power sector.

Oni observed that the devastat-
ing attacks on the oil and gas instal-
lations and infrastructure have led 
to a further drop in power genera-
tion as a direct consequence of gas 
supply constraints. Thus, the federal 
government is considering a virtual 
pipeline system, to reduce reliance 
on the physical gas pipeline system.

According to him, “there are 
also calls for the consideration of 
gas swap arrangements to reduce 
the incidence of failure by certain 
international oil corporations to 
fulfill their domestic gas supply 
obligations particularly where 
same relate to the power sector 

A 
cursory look at the pow-
er sector three years af-
ter privatisation shows 
that aside from the hy-
dra headed monster of 

poor plant maintenance, lack of ad-
equate spare parts and vandalism of 
electric utilities, there are the bigger 
challenges of adverse macro-eco-
nomic changes (devaluation of the 
Naira and inflation), gas pipeline 
vandalism, limited gas supply, regu-
latory uncertainty, lack of respect for 
contract sanctity and government 
policy inconsistency.

Analysts observe that despite 
private investment into the power 
sector, issues with collection, trans-
mission, gas supply among others 
have limited the impact that private 
sector would have had in the sector. 
They further opine that current state 
of the Nigerian economy demands 
drastic, urgent and unconventional 
actions. 

The critical and foundational 
problem of lack of electrical power 
can be solved by addressing the 
problem of gas production as 80 
percent of current and future pow-
er generation is based on gas fired 
power plants.

Recent findings indicate that in 
the last ten months, revenue short-
falls of N25 million a month have 
been a critical issue for power com-
panies. This is a significant amount 
of money and this is leading to a 
situation where DISCOs are unable 
to pay back to NBET and NBET is 
unable to pay the GENCOs.

Reports show that GENCOs are 
asking for a debt of about N146 bil-
lion and these are just the GENCOs 
that where privatised. There are 
also issues with NIPP and the IPP 
that were run by Shell and the likes 
which the government owes about 
N90 billion.

Power companies and current 
realities

In a recent document presented 
by Association of Electricity distri-
bution companies (ANED) it was 
disclosed that DISCOs have made 
progress in reducing Technical and 
Commercial losses even with the 
limited capitalisation; improved 

WESTAFRICAENERGY
Transparency, efficiency still an issue in 
power sector three years after privatisation

billing systems; improved ICT and 
GIS infrastructure; set up call cen-
tres addressing over 2 million que-
ries from customer.

Other progress recorded accord-
ing to the association indicate that 
they have reduced downtime due 
to improved network maintenance 
and upgrades; recruited thousands 
skilled personnel, significant grid 
metering achieved.

Correspondingly, the GENCOs 
have made significant capital in-
vestments towards capacity en-
hancements, with specific examples 
of Egbin, Geregu and Ughelli power 
plants, resulting in increased gen-
eration.

According to Sunday Oduntan, 
executive director, research and 
advocacy, Association of Electricity 
Distribution Companies (ANED), “a 
lot more needs to be done and we 
will continue to strive towards en-
suring that we surpass the require-
ments of our performance agree-
ments.

Oduntan however observed that 
as long as the same fundamental 
issues and challenges exist in the 
power sector, there are no miracles 
to seeking the turnaround that we 
all desire. No investor will invest in 
a sector that returns, approximately, 
50 kobo of every Naira of energy that 
is delivered.

The ANED spoke person further 
observed that despite government 
promises to power companies in 
2013 when the deal was signed, 
current realities indicate a sharp 
contrast adding that these have ad-
versely impacted the liquidity situa-
tion in industry.

He pointed out that government 
have failed to honour any of its com-
mitments to investors as the issues 
of improvement in gas supply have 
not materialised because pipeline 
vandalisation have constantly re-
sulted in an average of 50 percent 
reduction in generation, for the pe-
riod of May, June and July.

Huge gaps in gas to power pro-
jection  

Dada Thomas, Chief Executive 
Officer of Frontier Oil Limited iden-
tified vandalisation of oil and gas 
facilities, sector illiquidity, price and 
securitisation as challenges stifling 
the progress of the projection.

He also disclosed that inade-
quate and dilapidated power trans-
mission and gas distribution infra-
structure, low economic returns for 
gas projects and lack of access to gas 
reserves by those willing to develop 
them have further strained the pro-
cess of achieving progress.

Thomas maintains that the DIS-
COs are primarily responsible for 
the illiquidity in the Gas-to-Power 
sector. According to him, “They 
are not metering properly and are 
therefore not collecting their rev-
enues efficiently as demonstrated 
earlier”.

“They have continued the odi-
ous practice of estimated billing and 
they are not doing the things they 
contracted to do when they took 
over the franchises they bought. 
They argue that they are not get-
ting enough electricity to sell, that 
the electricity tariff is not cost re-
flective and consumers are stealing 
power and as such are not making 
enough money to pay their loans let 
alone fund additional capital invest-
ments”. He said.

The energy expert is of the view 
that as long as the DISCOs are insol-
vent or not making enough money, 
they cannot invest in meters and the 
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Fund (IMF). This could drive more 
funds into the country, which will 
help Egypt pay its more than $3.5bn 
in outstanding arrears to oil and gas 
operators.

Ghana is already moving toward 
driving more investments into the 
country with improved fiscal terms 
in its recently passed Petroleum in-
dustry bill. Nigeria and other Afri-
can countries need to open up the 
space for more investments.

Nigeria’s Petroleum Industry Bill 
is plagued by disagreement over a 
10 percent host community provi-
sion and imposition of 50 percent 
and 25 percent hydrocarbon tax on 
upstream operators who already 
pay Companies Income tax at 30 
percent and Education tax at 2 per-
cent.

Under the existing fiscal regime, 
production sharing contracts for 
companies operating offshore wa-
ter depth of 201m – 500m, with a 
sales volume of 1,000,000 barrels at 
official selling between $45/$75per 
barrel pay 12 per cent royalty after 
deducting cost of production at $30, 
give Federal government a 35 per 
cent share of profit while IOC’s keep 
65per cent. The Federal government 
wants to tweak this arrangement 
but the IOCs have opposed it. 

“The company assumes all pre-
production risks in the contract area 
since it can only recover its costs if 
there is adequate commercial dis-
covery and production of crude oil 
in a quantity sufficient enough to 
pay for such costs. If the produc-
tion achieved is insufficient to cover 
the costs the company shall bear its 
losses,” said John Adidi, a chartered 
accountant, on the reason such a 
deal was agreed in the first place.

Non resolution of these issues 
poses stiff challenge in a sector up-
stream operators have been cutting 
capital and exploratory budgets 
year on year to meet tough operat-
ing environment. 

The decision of Nigeria’s Federal 
government to settle its debt to In-
ternational Oil Companies will go 
a long way to boost confidence in 
the sector. IOCs have long accused 
the NNPC of an imperial attitude 
towards them and a settlement 
may further deepen investments in 
deepwater basins.

feet (bscf) by 2025. Currently, Nige-
ria’s domestic gas use hovers around 
1bscf. Unproved gas reserves are 
estimated at 600tcf with the right in-
vestments to tap into them.

“Nigeria has the world’s 9th 
largest gas reserves but ranks 17th 
on production demonstrating the 
vast untapped potential that ex-
ists in the country,” said Clay Neff, 
chairman of Oil Producers Trade 
Section and managing Director 
Chevron Nigeria.

Gas consumption has rapidly 
grown in Nigeria through its use in 
power plants to provide electric-
ity, for manufacturing purpose in 
factories, utilisation for feedstock 
and for Compressed Natural Gas 
(CNG) and Liquefied Petroleum 
Gas (LPG).

Harnessing the potentials
Nigeria’s government and the 

Nigerian Association of Petroleum 
Explorationists (NAPE) are in dis-
cussion to encourage investments 
into exploring for oil and gas in the 
frontier basins in Nigeria.

To a government that is allocat-
ing N34billion for oil exploration 
in the northern part of the country, 
Nosa Omorodion, president of the 
association urged the country to 
look for oil and gas in other sedi-
mentary basins outside the Niger 
Delta region to grow the nation’s re-
serves, which is fast being depleting.

Maikanti Baru, NNPC group 
managing director, recently said the 
President had instructed the Corpo-
ration to go into the frontier basin 
of Chad by Kolmani River in Bauchi 
State, where oil is reported to have 
been discovered and begin explora-
tion activities.

To harness opportunities in 
deepwater gas exploration in Egypt, 
the country offered new terms to in-
centivise companies.

“We’re meeting all producers 
and traders. It’s an ongoing process 
because we’re importing one-third 
of our consumption and we have to 
improve pricing and terms that we 
receive in general, because it helps 
reduce costs,” said Tarek El Molla.

Cairo embarked on deep re-
forms including floating its curren-
cy in a bid to increase investments 
including attracting a $12bn loan 
from the International Monetary 

D
eepwater gas explora-
tion presents the next 
investment frontier 
in West Africa despite 
the huge capital in-

volved as gas begins to command 
attention due to falling oil prices and 
the huge CAPEX spend on develop-
ing new oil fields.

Tarek El Molla, Egypt’s oil min-
ister’s presentation at Abu Dhabi 
International Petroleum Exhibition 
and Conference (ADIPEC) recently 
revealed the country’s plans to focus 
on the more costly deepwater gas 
exploration.

“Deepwater gas exploration is 
the future,” Tarek El Molla, Egypt’s 
oil minister told the audience dur-
ing a presentation.

He said the country is turning its 
attention to this area, which costs 
over 15 times more than onshore 
drilling because of added complexi-
ties, as its huge gas find is slated to 
start production next year.

The Zohr gas discovery made last 
year is expected to begin production 
in 2017 with a capacity to produce 
1 billion cubic feet (bcf) per day, 
ramping up annually until it reaches 
2.7bcf a day at the start of 2019.

Eni of Italy announced last year 
that the Zohr discovery in the Medi-
terranean Sea could hold the poten-
tial of 30 trillion cubic feet, which 
unarguably is one of the largest finds 
in the region.

El Molla said the first phase of the 
project that will have gas hitting the 
market next year will cost a third of 
the total $12 billion for the first three 
years. Afterwards, more investment 
may be needed to maintain produc-
tion.

Similar feet can be replicated in 
other parts of Africa especially in 
West Africa due to vast potentials 
offshore. “Three of Ghana’s four sed-
imentary are offshore”, said Theoph-
ilus Ahwireng, CEO of the country’s 
Petroleum Commission. 

In 2016 exploratory drilling in 
Ghana has proven over 1 Bbbl of 
oil and 1.5 tcf of gas. The discovery 
of deepwater Jubilee field in 2007 
opened the way for further finds, 
now the country has recorded 25 

Deepwater gas exploration as next 
investment frontier in West Africa
ISAAC ANYAOGU

further finds.
“A lot of the present activity is 

offshore but there is also open acre-
age,” Ahwireng told Offshore Maga-
zine. “The most recent discoveries 
were 150 km from the [maritime] 
border with Côte d’Ivoire.” In the 
main, drillers have targeted pros-
pects at the same Campanian and 
Turonian level that delivered Ju-
bilee, but the government is now 
looking to extend exploration strati-
graphically down to Albian level, he 
added.

The ongoing Jubilee Phase 1a 
development is designed to recover 
585 MMbbl of oil. In February, 26 
wells were onstream, Ahwireng said, 
delivering 106,000 b/d of oil and 
105 MMcf/d to the FPSO. PetroSA 
recently joined the Tullow Oil-led 
partnership. “Jubilee is stratigraphi-
cally a well-defined field, typically 
Turonian in nature…although it had 
to be developed in clusters due to 
concerns about flow assurance.”

Three more major develop-
ments should follow. The first in the 
sequence is in the Offshore Cape 
Three Points (OCTP) project in the 

600-1,000 m of water in the Tano ba-
sin, operated by Eni. 

This is a light oil and non-asso-
ciated gas development focused on 
two accumulations at Cenomanian 
level (Sankofa and Gyaname) con-
taining an estimated 500 MMbbl 
and 1.5 tcf of gas, which will be de-
veloped via subsea production sys-
tems connected to a leased FPSO. 

In February, the vessel had 
transferred from Malaysia to a ship-
yard in Singapore. Eni plans to re-
use some of the existing appraisal 
wells for production and also to 
drill 12 new ones, Ahwireng noted. 
Oil production should start in 2017, 
building to 40,000 b/d, followed by 
gas production at rates of up to 180 
MMcf/d.

Deepwater developments in Ni-
geria have been few and far between 
for almost a decade largely due to 
the absence of favourable regula-
tory and fiscal environment to en-
courage investments. 

Nigeria has proven gas reserves 
of 192 Trillion Cubic Feet (Tcf) with 
ambition for a projected gas pro-
duction of 15billion standard cubic 
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Third FPSO to arrive March 2017, Tullow 
claims insurance on FPSO Kwame Nkrumah 

Prospect of offshore oil offers 
hope to Somalia 

B
arring any last minute 
hitch, the Floating, 
Production, Storage, 
Offloading (FPSO) 
vessel for the Sankofa 

Gye Nyame oil and gas project, 
will arrive in Ghana in March 
2017, Fabio Cavanna, Managing 
Director, ENI Ghana, said.

According to him, construc-
tion works have advanced 
steadily and the vessel is set to 
arrive in the country for com-
mercial production to com-
mence in August 2017, as sched-
uled.

“I can say that we are in the 
advanced stage of the project; 
the FPSO is coming to Ghana in 
March 2017 and then it has to 
be installed and all the facilities 
installed, so the first storage is 
confirmed in August,” Fabio Ca-
vanna said adding that gas from 
the oil fields is expected to start 
in the first half of 2018.

“We are also working hard for 
the gas portion and the first gas 
is planned in the first half of 2018 
and we are going to deliver at 
least 171 million standard cubic 
feet (mscf) a day from 2018 to 
2036,” he said.

Alex Mould, CEO, Ghana 
National Petroleum Corporation 
(GNPC) said the Sankofa Project 
is one of the few projects around 
the world that has progressed in 

spite of the challenging oil and 
gas environment.

ENI, the operator for the 
Sankofa Gye Nyame Oil& Gas 
Project, holds a 47.2 percent par-
ticipating interest in the block 
while Vitol holds 37.8 percent. 
GNPC holds a 15 percent carried 
interest and 5 percent additional 
participating interest.

Also, the lead operator of 
Ghana’s Jubilee field, Tullow 
announced that as part of its 
corporate policy for Business 
Interruption insurance, it is 
expected to offset the loss of 
revenue associated with the loss 
of production when Ghana’s first 
Floating, Production, Storage, 

Offloading (FPSO) Kwame Nk-
rumah was shutdown.

According to Tullow, follow-
ing affirmation of insurance 
cover for both the Joint Venture 
Hull and Machinery policy and 
Tullow’s corporate policy for 
Business Interruption, Tullow 
is currently working with the 
loss adjusters to establish ef-
ficient payment schedules for 
reimbursement of operating 
and capital costs associated 
with the remediation project 
and lost revenue from reduced 
production.

“We have made good prog-
ress with the Turret Remediation 
Project at Jubilee and coverage 
has been affirmed with our 
insurers for the repair and busi-
ness interruption”, said Aiden 
Heavey, Chief Executive, Tullow 
Oil Plc.

Meanwhile Tullow reports 
that details of the Business Inter-
ruption insurance are currently 
being finalised with the Govern-
ment and the Joint Venture Part-
ners and it remains on schedule 
to be completed in 2017 to pay 
of revenue loss over the period 
of repairs.

The FPSO Kwame Nkrumah 
overtime was producing be-
tween 60-65,000 barrels of oil 
per day due to a damaged Turret 
bearing.

anGola Vaalco exits Angola, focus on Gabon

Somalia

Vaalco Energy makes its exit 
from Angola discontinu-
ing all operations, as the 
company picked up stake 

in Etame off Gabon in Q3 2016, nar-
rowing its focus and reducing costs.

“We have recently taken several 
strategic steps to narrow our opera-
tional focus, reduce costs and en-
hance shareholder value. We intend 
to concentrate on our production 
activities in Gabon and continue to 
seek low risk, discovered resource 
opportunities in West Africa or other 
similar areas internationally,” Cary 
Bounds, Vaalco’s COO and interim 
CEO said. 

“Our plan to acquire an addi-
tional interest in the Etame permit 
is a good example of the first step 
in that process.  We also decided 
to exit Angola and discontinue all 
operations in that country.”

Vaalco notified joint venture 
partner Sonangol P&P of the Angola 
exit on 30 September, with the effec-
tive date being 31 October. The com-
pany has also taken actions to begin 
closing its office in Angola and does 
not intend to conduct future activi-
ties in Angola, Vaalco confirmed.

As a result of the company’s de-
cision to discontinue operations in 
Angola and withdraw from its joint 
operating agreement, the operating 
results of the Angola segment have 
been classified as discontinued op-
erations for all periods presented in 
the condensed consolidated state-
ment of operations, Vaalco said. 

Vaalco took a hit due to its de-
cision to discontinue operations 
in Angola in Q3 2016 that totaled 
US$15.8 million. The loss included 
a non-cash liability accrual of $15 
million related to the potential 

Somalia looks more likely to 
strike oil than gas in its long 
pursuit of offshore riches, 
making it easier for the Afri-

can state to exploit any windfall but 
also potentially upsetting the fragile 
recovery led by its Western-backed 
government.

The waters off Somalia, best 
known for years of piracy, may 
harbour hydrocarbons at a depth 
where crude is usually found, seis-
mic services company Spectrum 
said. This is unlike the seas further 
south along the African coastline 
where gas is abundant. Spectrum 
has acquired 20,000 km of 2D 
data from the government and 
shot 20,000 km itself as part of its 
research.

That would be good news for 
Somalia, which would likely find 
pumping out oil onto tankers easier 
than securing the multi-billion dol-
lar investment needed to liquefy 
gas for export.

Onshore exploration in Somalia 
took place in the 1950s but the col-
lapse of the government and ensu-
ing conflict 25 years ago kept oil 
firms away. Much of the geophysi-
cal data that had been gathered by 
the state was lost or destroyed.

But explorers have been spurred 
on by finds of offshore gas in Tanza-
nia and Mozambique and onshore 
oil in Kenya and Uganda.

However, Somalia is pressing on 
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with its exploration plans. Recently, 
officials announced its first off-
shore hydrocarbon licensing round 
at a conference in Cape Town. The 
initial round will cover areas off 
central and southern Somalia and 
will exclude shallow water block 
concessions signed in 1988 with 
Shell and ExxonMobil.

Abdulkadir Hussein, techni-
cal director-general in Somalia’s 
Petroleum Ministry, said a new 
majority-state owned national 
oil company and regulatory body 
should be operational next year.

“Later, when the company be-
comes established it will partici-
pate with its own money, up to a 
limit of 30 percent,” he said.

But investors will also need 
more reassurance about doing 
business with a government that 
has had to fend off past criticism 
from donors about corruption and 
poor management. The country 
also needs to put in place legisla-
tion.

“There’s still uncertainty about 
the exact implementation of the pe-
troleum law at all levels of govern-
ment,” said Ed Hobey, an analyst 
with Africa Risk Consulting.

Some fear oil rigs could also be-
come a new target for pirates, who 
were the scourge of commercial 
shipping on nearby trade routes 
until naval protection and costly 
security on ships drove them away. 

maximum penalty for not drilling 
the three remaining exploratory 
wells required under the Angola 
production sharing agreement.

Offshore Gabon, Vaalco’s pro-
duction fell 20 percent from 4725 
b/d in the Q2 2016 to 3772 b/d in Q3, 
due to electrical submersible pump 
(ESP) failures at the Avouma field.

Vaalco has recently experienced 
ESP failures at two wells in the 
Avouma field, and has since mobi-
lized a hydraulic workover unit onto 
the Avouma platform to remove 
the ESPs and have them analyzed 
for the cause of the failure by the 
manufacturer. 

The company said it is develop-
ing a plan to replace the ESPs in 
the affected wells and anticipates 
restoring at least a portion of the 
shut-in production by late Q4 2016 
that will cost about $3.1 million.
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Shell to invest $10 billion as Brazil expands private role in oil industry

Royal Dutch Shell Plc will 
invest $10 billion in Bra-
zil over five years now 
that the country has in-

creased opportunities for foreign 
companies in its oil industry, Ben 
van Beurden, Shell chief executive 
officer said.

Already the largest foreign 
investor in Brazil, Shell is par-
ticularly encouraged by recent 
legislation that increases the 
role of private oil companies in 
the tapping of vast off-shore oil 
deposits in the subsalt layer, Ben 
van Beurden said.

Pemex plans aggressive 
farm-out program

Mexico

Mexico’s national oil 
company Petróleos 
Mexicanos (Pemex) 
unveiled its 2016-2021 

business plan that will see the com-
pany take advantage of the Energy 
Reform with an aggressive farm-out 
program, expecting to increase pro-
duction by 15 percent.

Along with the rest of the in-
dustry, Pemex has also made sev-
eral cuts and adjustments, including 
halting production in wells that cost 
more than $25/bbl; and reassess 
investments by $3.1 billion. Of the 
$3.1 billion, Pemex cut deepwater 
investment by $622 billion, where 
the Trion deepwater farm-out set 
for December comes into play; and 
the farm-out for shallow water area 
Ayin-Batsil set for April 2017.

Trion has an estimated 500 
MMbbl of 3P reserves; and both 
offshore and onshore fields that Pe-
mex will auction in Rounds 2.1 and 
2.2, hold and estimated 444 MMbbl.

Pemex’s “aggressive” farm-out 
plan will include 13 farm-outs, both 
offshore and onshore next year. In 
2018, Pemex is planning to farm-out 
six shallow water areas in the North 
region, and 64 onshore areas.

According to the business plan’s 
scenario, Pemex’s reserve incor-
poration goal is 1.1 billion boe at 
3P level from 2017-2021. In case of 
additional resources, Pemex said a 
sustainable increase of 1.5 billion 
bbl has been considered.

The business plan encour-
ages the creation of joint ventures 
along Pemex’s entire value chain 

A 
new, profit-based tax 
regime for the Russian 
oil industry is critical 
to support the use of 
modern, high-cost 

technologies and maintain oil 
production, Leonid Fedun, a vice 
president at oil producer Lukoil, 
said.

“The biggest issue we are fac-
ing is the fiscal environment in 
Russia,” he said at a conference in 
Brussels to present the company’s 
view on future trends in energy 
markets.

The Russian government has 
debated changes in oil industry 
taxation for years as it tries to find 
a balance between budget needs 
and sustainable oil production, 
which together with gas gener-
ates around 40 percent of state 
revenues.

The current tax is based on 
production and exports. Com-
panies have long been lobbying 
for profit-based taxation, saying 
it would spur production while 
better reflecting exploration costs 
and risks.

The energy ministry has al-
ready proposed a profit-based tax 
regime, which is expected to be 
introduced in some pilot projects, 
possibly next year.

Russian companies face de-
clining production at depleted 

Lukoil says tax changes needed 
to maintain output

oilfields in Western Siberia, the 
country’s oil industry heartland. 
They have increasingly used new 
methods of oil extraction, such 
as hydraulic fracturing and hori-
zontal drilling, to sustain crude 
output.

Russia has been pumping 
oil at record-high levels above 
11 million barrels per day de-
spite a preliminary agreement 
to freeze output jointly with 

Russia

as a mechanism to increase 
investment and efficiency, José 
Antonio González Anaya, Pemex 
CEO said.

Due to changes in its legal frame-
work, Pemex said it can carry out 
operations in a similar way to the rest 
of the international oil companies, 
which will enable it to reverse the last 
years’ downward trend in its results 
and share technical, technological 
and financial risks along the entire 
value chain.

According to González Anaya, re-
sults already obtained by measures 
that have been taken so far have 
gradually yielded an increased con-
fidence from international markets 
into Pemex’s future.

“So far this year, Pemex’s risk has 
decreased by 50 percent, the aver-
age term of the debt has increased 
and the company has been able to 
successfully access several finan-
cial markets that had not been ap-
proached in many years, such as the 
Japanese financial market” he said.

In February, Pemex cut its budget 
by $5.5 billion, which the company 
said will be completed this year.

“The established savings target 
will even be exceeded, reaching 
nearly $1.7 billion due to the aus-
terity measures, $284 million in 
excess of the programmed amount. 
Furthermore, total 2015 overdue 
accounts payable to suppliers have 
been paid or are scheduled for pay-
ment. The company went through a 
corporate restructuring process, and 
reduced by 40 percent senior man-
agement positions,” Pemex said.

acquired more assets in Brazil 
through its merger with rival BG 
Group.

New investments could be 
made by Shell in oil industry 
auctions planned next year, Van 
Beurden said, and the com-
pany will look at opportunities 
in distribution at a time that 
Petrobras is considering selling 
a big stake in its subsidiary BR 
Distribuidora.

“If there are opportunities, we 
will also look at the possibility of 
deepening our portfolio in the 
downstream area, he said. 

other leading producers such 
as Saudi Arabia to prop up weak 
prices.

Fedun said the country had 
reached its maximum capacity.

“We believe that Russia has 
reached its peak production at 
10-11 million barrels per day. In 
our estimate, this is peak produc-
tion in Russia. Further production 
dynamics will depend on the fiscal 
policy in Russia,” he said.
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BRazil

“This was a good move by the 
government and it will open up 
opportunities for more players 
to invest in Brazil,” Van Beurden 
told reporters after meeting with 
President Michel Temer.

Temer took office this year af-
ter the impeachment and removal 
of leftist Dilma Rousseff, whose 
Workers Party was opposed to 
reducing the central role of state-
controlled oil company Petrobras 
in the subsalt region.

Shell is already a major subsalt 
player as a Petrobras partner in 
the massive Libra oil field, and 
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C
onocoPhill ips 
is to initiate a 
$ 5 - b i l l i o n  t o 
$8-billion dives-
titure program, 

which will focus primarily 
on North American natural 
gas, as the company seeks to 
bolster its operations.

The sale was among a 
number of measures, which 
include a 4 percent cut to next 
year’s capital budget and a 
$3-billion share repurchase 
program, aimed at boosting 
the company’s “value propo-
sition.”

“During the past two 
years, we have significantly 
transformed ConocoPhillips 
to succeed in a lower, more 
volatile price environment. 
We have lowered the capital 
intensity and break-even 
price of the company, low-
ered the cost of supply of our 
investment portfolio, and 
created strategic flexibility 
for future price cycles,” Ryan 
Lance, the company’s chair-
man and CEO, said. 

“We believe our plan of-
fers a differentiated strategy 
within the E&P sector that 
is focused on free cash flow 
generation and improving 
returns to shareholders.”

“The acceleration ac-
tions we have announced 
will allow us to achieve our 
value proposition priorities 
at Brent prices of about $50/
bbl,” added Lance. “These 
priorities include a debt tar-
get of $20 billion, a 20 to 30 
percent payout of operating 

Subsea 7 revenue takes $1 billion hit

Offshore West Africa (OWA) innovates 
with a ‘Doing Business In’ pavilion 

Speaking further, Olaoye 
encouraged would-be par-
ticipants to plan and ad-
equately prepare to attend 
these sessions as “it will 
cover a range of issues – 
such as Local Content, Laws 
& Legislations, Useful Re-
sources, Security amongst 
many others”.

He stressed that the ‘Do-
ing Business In’ Pavilion will 
be accessible to all registered 
attendees of Offshore West 
Africa at no additional cost.

Offshore West Af-
rica – Conference 
& Exhibition 2017 
again would be 

achieving a first within the 
sub-region with an invalu-
able innovation that be-
comes a must-attend for 
would-be investors within 
any geographical section of 
the sub-region. 

According to the Director 
of Operations, Africa; Dele 
Olaoye, “The ‘Doing Busi-
ness In’ Pavilion would be a 
theatre within the Exhibition 
dedicated to providing criti-
cal information to attendees 
all over the world on what 
it takes to invest in the dif-
ferent geographical and 
economical divides of the 
West Africa – Offshore Oil & 
Gas resources”

Olaoye further explained 
that this initiative is made 
available by PennWell Cor-
poration, the event organiz-
er in conjunction with vari-
ous strategic partners who 
are long term stakeholders 
(and have in-depth knowl-
edge and presence) within 
the West African sub-region. 
These include major Oil & 
Gas Operators, Nigeria Brit-
ish Chamber of Commerce, 
Ghana Chamber of Com-
merce, United Kingdom 
Department of International 
Trade (formerly known as 
UKTI), United States De-
partment of Commerce, 
Scottish Development In-

cash flows to sharehold-
ers, and modest produc-
tion growth to drive margin 
and cash flow expansion. In 
setting out these priorities, 
our goal is to have strong 
resilience to low commodity 
prices with the ability to cap-
ture upside during periods of 
higher prices.”

The company’s 2017 op-
erating plan includes capital 
expenditures guidance of $5 
billion, a decrease of 4 percent 
compared with 2016 guid-
ance of $5.2 billion and more 
than 50 percent lower than 
2015 capital expenditures and 
investments of $10.1 billion. 

Spending in 2017 will fo-
cus primarily on flexible un-
conventional development 
programs in the Lower 48, 
conventional projects in Eu-
rope, Asia Pacific and Alaska, 
and base asset maintenance. 
Approximately $0.6 billion 

is included for exploration, 
which is primarily focused on 
unconventionals, appraisal of 
the Barossa discovery, and the 
closeout of deepwater Gulf of 
Mexico and Nova Scotia drill-
ing obligations.

Full-year 2017 produc-
tion is expected to be 1.540 
MMboed to 1.570 MMboed, 
which results in flat to 2 per-
cent growth compared with 
expected full-year 2016 pro-
duction of approximately 
1.540 MMboed when ad-
justed for 2016 expected dis-
positions. Growth is expected 
to come primarily from ramp 
up at APLNG in Australia, 
Surmont 2 in Canada and 
Kebabangan in Malaysia, as 
well as increased activity in 
the Lower 48 unconvention-
als, partly offset by normal 
field decline. The company’s 
production outlook excludes 
Libya.

ternational, Lonadek and 
much more.

Olaoye further explained 
that the “Doing Business In” 
sessions will run over the 
3 days of OWA (6 – 8 June 
2017) with presentations, 
round tables and Q&A ses-
sions facilitated by industry 
experts to provide insights 
and advice to international 
companies looking to do 
business in West African 
countries such as Angola, 
Ghana, Ivory Coast and Ni-
geria.

ConocoPhillips to sell up to $8 billion 
of North American gas assets

project offshore Norway, the 
third seasonal campaign fin-
ished with all flowlines and 
control cables connected, and 
the subsea infrastructure is 
now ready to hook up to the 
SPAR platform when it arrives 
in 2018.

Offshore Egypt, the first 
phase of the BP’s West Nile 
Delta project progressed well 
with pipelay by Seven Borealis 
and offshore operations on 
the fast-track East Nile Delta 
project were successfully 
concluded on time.

nine months is sustained and 
the cost reductions identified 
by the industry are consis-
tently achieved, there is cause 
to believe that the number of 
SURF project awards to the 
market could increase within 
the next 18 months.”

Subsea 7’s active vessel 
utilization was reported at 91 
percent in Q3, and total vessel 
utilization was 75 percent.

During Q3 2016, two ves-
sels left Subsea 7’s fleet in 
September, with the Seven Pe-
trel sold to a company outside 

of the oil and gas sector, and 
the Normand Seven flexible 
pipelay vessel returned to its 
owner at the end of its charter 
contract.

The newbuild Seven Sun 
pipelay support vessel com-
pleted its final commissioning 
offshore Brazil and started its 
five-year contract in Novem-
ber 2016.

The company did report 
progress on several projects 
during the period offshore 
Europe, and Egypt.

At Statoil’s Aasta Hansteen 

Subsea 7’s revenue 
fell more than $1 bil-
lion in the first nine 
months of the year, 

however, the company re-
mains positive that there will 
be a surge in subsea, umbili-
cal, riser, and flowline (SURF) 
projects within the next 18 
months.  

In Q3 2016, Subsea 7 post-
ed revenue of $928 million, a 
23 percent decline from $1.2 
billion when compared to 
Q3 2015 that the company 
said reflected significantly 

lower activity levels across 
the group. When looking at 
the first nine months of 2016, 
revenue came in at $2.6 bil-
lion, a decrease of $1.1 billion 
or 29 percent when compared 
to 2015’s $3.7 billion. The 
decrease, Subsea 7 said, was 
due to significantly lower 
activity levels in all business 
units driven by the challeng-
ing market conditions within 
the industry.

“We have delivered an-
other quarter of strong perfor-
mance despite the continued 

industry-wide downturn in 
activity, with good execution 
across all our market seg-
ments and high utilization 
of our active vessels,” Jean 
Cahuzac, Subsea 7 CEO said. 

“We have engaged with 
clients on 30 potential inte-
grated projects and under-
taken eight early engineering 
studies. Industry conditions 
remained challenging in the 
third quarter and there were 
few awards made to the mar-
ket. However, assuming the 
oil price increase over the last 



O
il prices tum-
bled more than 
3 percent after 
Organization of 
the Petroleum 

Exporting Countries (OPEC) 
said October output reached 
another record, casting doubt 
on whether its plan to limit 
production is achievable or 
enough to ease persisting 
oversupply in the market.

OPEC said that its output 
rose to 33.64 million barrels 
per day (bpd) last month, up 
240,000 bpd from September.

Crude futures have wiped 
out gains made since the end 
of September when OPEC 
said it would agree to cut oil 
production to shore up per-
sistently low prices.

While investors have been 

Petrobras Says imports by competitors cut its market share

Demand for offshore supply vessels 
to drop 10 percent through 2017

Market Insight WESTAFRICAENERGY

daily operational expenses 
for these older vessels, and 
with utilization in the spot 
market significantly below 50 
percent of the fleet, EBITDA 
will remain negative.

“These older vessels will 
not survive until the next up-
cycle,” Simonsen said. “The 
scrapping of these vessels, 
along with our IHS Markit 
expectation that many vessels 
currently under construction 
or those on order will not be 
delivered, could reduce the 
current fleet significantly. We 
believe as many as 1,000 ves-
sels need to be scrapped or 
permanently removed from 
the fleet, including vessels 
under construction or on or-
der, to achieve market balance 
by 2020.”

This implies that as many 
as 200 vessels per year for 
the next 5 years would need 
scrapping compared with an 
average of 25 vessels per year 
scrapped in recent years. IHS 
Markit believes cold stacking 
of vessels will not have the 
same effect as scrapping and 
will actually delay industry 
recovery and balance.

Demand for  the 
global oil and gas 
offshore supply 
vessel (OSV) mar-

ket has declined an average 
of 10 percent annually since 
2014 and will continue to fall 
at approximately this same 
rate through 2017, according 
to analysis from IHS Markit.

“Despite a significant de-
cline in operator demand for 
offshore supply vessels, such 
as platform supply vessels 
(PSV) and anchor handling 
tug supply vessels (AHTS), 
the global OSV fleet continues 
to grow,” said Erik Simonsen, 
CFA, senior manager of en-
ergy costs and technology at 
IHS Markit, and lead author 
of the analysis entitled, IHS 
Energy: When Will the AHTS 
and PSV Market Recover? 

“This growth comes as a 
result of excessive new OSV 
orders placed during several 
years of growth before the oil 
and gas industry went into 
decline. As a result, we expect 
overall utilization for these 
vessels will stay below 60 
percent through 2020, which 
is extremely low.”

A PSV is a ship specially 
designed to supply offshore 
oil and gas platforms. The 
primary function for most of 
these vessels is logistic sup-
port and transportation of 
goods, tools, equipment and 
personnel to and from off-

skeptical that a deal to cut or 
freeze oil output levels will be 
reached at an OPEC meeting 
on November 30, an increas-
ing amount of data has under-
scored a global skew towards 
oversupply.

Following its latest data, 
the cartel would have to trim 
up to a million barrels per day 
of output to make good on its 
promise to reduce production 
to between 32.50 million bpd 
and 33.0 million bpd.

Also, the International En-
ergy Agency (IEA) has said 
the supply overhang could 
run into a third year in 2017, 
should OPEC fail to act.

In its monthly oil market 
report, the IEA said global 
supply rose by 800,000 bpd in 
October to 97.8 million bpd, 

led by record OPEC output 
and rising production from 
non-OPEC members such as 
Russia, Brazil, Canada and 
Kazakhstan.

Beyond oversupply, a surg-
ing dollar following the initial 
shock of Donald Trump’s U.S. 
presidential election win also 
put pressure on prices, traders 
said. Adding to bearish senti-
ment was US rig count data 
by oil services company Baker 
Hughes which have shown an 
increase in 20 weeks out of the 
last 23.

Brent crude futures traded 
at $44.34 per barrel, down 
$1.50, or 3.27 percent, it’s low-
est since August while US West 
Texas Intermediate futures 
were down by $1.51, or 3.4 
percent, to $43.14 per barrel.

shore oil platforms and other 
offshore structures.

AHTS vessels are mainly 
built to handle anchors for 
oil rigs so the rigs can be 
towed to their location, to 
anchor them, and occasion-
ally, to serve as an emergency 
response and rescue vessel. 
These vessels also transport 
supplies to and from offshore 
drilling rigs, especially in the 
North Sea.

Simonsen further believes 
that, although demand for 
OSV’s, which includes PSV’s 
and AHTS is expected to in-
crease from 2018, this will 
not result in improved market 
terms, which along with day 
rates, will not recover until af-
ter 2020. The OSV market has 
more than 400 managers, the 
IHS Markit report said, and is 
over-ripe for consolidation, 
although consolidation alone 
will not solve the capacity 
problem.

IHS Markit said that ves-
sels built before 2000 will 
struggle to achieve term 
contracts, while spot rates 
in an oversupplied market 
will most likely only equal 

Oil prices tumble 3 percent after 
OPEC data adds to glut worries

Petrobras’ 10.4 percent cut in 
diesel prices at the refineries 
and 3.1 percent reduction in 
gasoline prices will reach the 
pumps in Brazil.

Although the values at 
the refineries are defined by 
Petrobras, distributors and 
gas stations are free to set 
their own prices.

Fuel distributors have 
been complaining of ris-
ing prices for biodiesel and 
ethanol, which are blended 
with diesel and gasoline, 
respectively. 
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cently for the second time in 
less than a month, trying to 
not lose market share.

“Between our first cut on 
fuel prices and the one yes-
terday, competitors’ prices 
were competitive, boosting 
imports and fuel sales by 
third parties,” Celestino said.

He said the company will 
continue to closely watch 
international oil prices, its 
local market share and its 
refining costs to determine 
adjustments to fuel pricing.

It is not clear whether 

Brazilian state-con-
trolled oil company 
Petroleo Brasileiro 
SA said that increas-

ing volumes of diesel and 
gasoline imports by competi-
tors have reduced its market 
share in the local fuel market.

Jorge Celestino, Petrobras 
Refining Director said that 
the increase in fuel imports 
by other companies in Brazil 
in September and October 
forced it to reduce its refining 
operations.

The oil company controls 

all the refineries in Brazil, but 
other companies are allowed 
to import and sell diesel and 
gasoline in the local market, 
which they have been doing 
on a larger scale recently.

Data from Brazil’s Trade 
Ministry shows the country 
imported 655,867 tonnes of 
diesel in September, up sharply 
from the 136,216 tonnes in 
January. Brazil’s currency has 
strengthened 18 percent this 
year, favoring imports.

Petrobras reduced prices 
for diesel and gasoline re-
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Trump’s ascendency: Oil, gas 
industry in a new era

D
onald Trump’s 
election as US 
President rat-
tled crude oil 
market. Before 

midnight on Election Day, 
West Texas Intermediate 
futures had dropped more 
than 4 percent to $43.07 
a barrel on the New York 
Mercantile Exchange; Brent 
crude slid by more than 3 
percent to $44.40 on the 
London-based ICE Futures 
Europe exchange. 

However, as it became 
clear that Trump was head-
ing for victory, both indices 
had made up some of the 
ground lost so that they were 
trading over $44 per barrel 
and $45 per barrel respec-
tively.

Shares of US independent 
refiners jumped the most 
since August on speculation 
costly renewable fuel regu-
lations will be eased after 
Donald Trump was elected 
the next US president.

While the surprise elec-
tion of Donald Trump as 
the next President of the 
United States is still shaking 
the world, all sectors of the 
global economy are already 
trying to figure out the im-
plications of his presidency. 

For the oil and gas indus-
try, some analysts are ex-
pecting revolution in energy 
policy even though Trump 
was vague on specifics. But 
there may be some givens; 
he will rescind regulations 
that affect methane emis-
sions, hydraulic fracturing, 
and greenhouse gas emis-
sions. He has also promised 
to withdraw from the Paris 
Climate Accord. And there 
are also some probabilities; 
he could open up Federal 
lands to drilling and auc-
tion off drilling rights in 
the Atlantic Ocean, Arctic 
Ocean, Alaskan wilderness, 
and even the Eastern Gulf 

of Mexico. 
With Republican control 

of both the House and Sen-
ate, he can bully his way for 
some of the agenda that will 
require acts of Congress. 

Trump’s various policy 
positions could either sup-
port or weaken oil prices, 
making it more complicated 
for OPEC to conclude a deal, 
said David Hufton, chief 
executive officer of brokers 
PVM Group Ltd. in London.

The result could be “bear-
ish for the emerging mar-
kets, which drive oil-demand 
growth” because Trump has 
vowed to scrap international 
trade agreements in Latin 
America and Asia, according 
to consultant FGE.

Trump has also said he 
would undo last year’s nu-
clear accord with Iran, po-
tentially reversing increases 
in the Islamic Republic’s oil 

exports, said RBC Capital 
Markets.

It’s too early to draw 
conclusions 

Trump energy statements 
on the campaign trail were 
mostly slogans and large 
scale promises. The devil 
is in the details, thus, it is 
too early to draw conclu-
sions. But definitely, some 
US policies are likely to shift 
in the oil and gas sector when 
Trump assumes presidency 
next year. 

For instance, Trump said 
he would remove any restric-
tions on US energy exports 
and that he would support 
hydraulic fracturing. In es-
sence, he will support US 
oil and gas production, with 
less regulation on explora-
tion and a lifting of drilling 
restrictions in certain loca-
tions. 

He said he supported let-

ting local residents vote on 
fracking bans. “America is 
sitting on a treasure trove of 
untapped energy; some $50 
trillion dollars in shale en-
ergy, oil reserves and natural 
gas on federal lands, in addi-
tion to hundreds of years of 
coal energy reserves,” Trump 
said during a keynote speech 
at the Shale Insight confer-
ence in Pittsburgh, a summit 
of natural gas producers. 

“I am going to lift the 
restrictions on American en-
ergy and allow this wealth to 
pour into our communities.”

Trump said he would 
open federal lands for oil 
and gas production, and free 
up offshore areas to energy 
development. He also ques-
tioned climate-change sci-
ence and vowed to withdraw 
from the Paris agreement to 
limit global warming, mea-
sures that would potentially 
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redefine the nature of global 
energy consumption if coal 
returns as a growth fuel for 
power generation.

Trump not a fan of Sau-
di, Iran

Donald Trump was criti-
cal of both Saudi Arabia and 
Iran during the campaign. 
He told the New York Times 
in March that he might stop 
buying oil from Saudi Arabia 
and other Arab countries un-
less they committed ground 
troops to combat Islamic 
State or reimbursed the US 
for its efforts.

Trump is also opposed 
to the nuclear deal with Iran 
that unlocked the coun-
try’s oil exports. He said in 
a speech to the American 
Israel Public Affairs Commit-
tee in Washington in March 
that his “Number 1 priority 
is to dismantle the disastrous 
deal with Iran.” 

While tearing apart the 
accord is “technically pos-
sible,” it is “extremely un-
likely” that the other world 
powers that negotiated with 
Iran alongside the US -- 
China, France, Russia, the 
U.K. and Germany -- “would 
follow our lead,” US Energy 
Secretary Ernest Moniz said 
in April.

OPEC deal faces increas-
ing urgency

Speaking at the Williston 
Basin Petroleum Conference 
in Bismarck, North Dakota 
in May, Trump promised 
independence from the Or-
ganization of Petroleum Ex-
porting Countries (OPEC), 
although he didn’t elabo-
rate on how that would be 
achieved. His stance makes 
it more imperative for the 
oil cartel to finalize a deal on 
production cuts this month. 

OPEC faces increasing 
urgency to take measures 
that will support oil prices 
as Trump’s surprise victory 
threatens to deepen a market 
sell-off, said UBS Group AG. 
Yet the uncertainty arising 
from the President-Elect’s 
policies, from climate change 
to the US shale industry 
and sanctions on Iran, will 
make resolving differences 
between producers even 
harder.

“The pressure on OPEC 
to come up with a deal 
only increases in the wake 
of Trump’s victory,” said 
Giovanni Staunovo, an ana-
lyst at UBS in Zurich. “Even 
though the oil market is 
rebalancing, the political 
uncertainty in the short term 
leaves oil prices vulnerable 
to downside that makes it 
more urgent for OPEC to act.”

Oil prices had already 
retreated about 15 percent 
since October on growing 
doubts that OPEC could 
finalize the Algiers accord 
at its November 30 meeting 
amid a refusal to cut output 
from almost a third of its 
members. 
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