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Medview, Arik gain passengers on international routes

Bars dealers on auction day
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Experts see 
devaluation gains 
on Eurobond 
auction

Recession creates opportunities to formalise export, mining sectors

The timing of Nigeria’s re-
cord Eurobond auction, 
coinciding with a recent 

devaluation of the nation’s 
currency may be an auspicious 
time to rake in more money into 
the economy, experts say.

“A billion dollars of Eu-
robonds would have given Nige-
ria just N200 billion two months 
ago, but will now provide 50 
percent more, at least N300 
billion,” said Charles Robert-
son, global chief economist at 
investment bank, Renaissance 
Capital, in an emailed note to 
BusinessDay.

Nigeria is much closer to a 
clearing rate for the naira which 
averaged N313/$ at the spot 
market yesterday and has shed 
as much as 60 percent of its val-
ue since June 20’s devaluation.

Consequently, the $1 billion 
Eurobond issuance, which is 
double the size of previous is-
suances in 2011 and 2013, may 
be coming at an optimal time, 
as well as amid right conditions, 
suggesting that chances of an 

LOLADE AKINMURELE

ODINAKA ANUDU

…Say over 60% value shed 
means more money for economy

HOPE MOSES-ASHIKE

T
he Central Bank of Ni-
geria (CBN) yesterday 
barred all authorised 
dealers from access-
ing its discount win-

dow standing lending facility 
(SLF) on the settlement date for 
government securities’ auction, 
in a renewed effort at monitoring 
and managing banking system 
liquidity.

The CBN, in a circular through 
Alvan Ikoku, director, financial 
markets department,  on Tues-
day  said it intends to check the 
observed abuses of the facility 
through Nigerian treasury bills 
and and Federal Government 
bonds, among others, to ensure 
financial system stability, main-
taining adequate money supply 
and moderating inflation. 

Standing lending facility is a 
tool used by central banks for 
temporal financial accommo-
dation to banks facing liquidity 
challenges. It is usually com-
puted based on the plus two 
and/or minus five of the current 
Monetary Policy Rate (MPR) at 
14 percent.

Consequently, while SLF is 
now 16 percent, the Standing 

Continues on page 4

Babatunde Fashola, minister of power, works & housing (2nd r); Lai Mohammed, minister of information & culture, (m); Udoma Udo 
Udoma, minister of budget & national planning, (l); Amina Muhammed, minister of environment, (r) and Kemi Adeosun, minister of finance, 
(2nd l),  during the town hall meeting/policy dialogue for good governance with the theme, “Towards Effective Implementation of the 
2016 Budget,” organised by the Alumni Association of the National Institute for Policy and Strategic Studies (AANI) in Abuja, yesterday. 
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Travellers flock to Nigerian airlines to cut cost

Continues on page 4

Passengers travelling from 
Nigeria to other destinations 
outside the country are be-

ginning to reorder their priorities 
by patronising domestic Nigerian 
airlines and downgrading to econ-
omy, business class or non-direct 
flights as airfares for international 

trips spike by 70 percent.
“I usually travel with British Air-

ways but with the recent increase 
in airfares, I have had to travel 
to London using Qatar Airways 
to Doha, after which I can take a 
connecting flight from Doha to 
London,” Nkechi Odili, a passenger 

told BusinessDay.
Chinedu Eze, another frequent 

traveler using the Lagos-London 
route said he now prefers going to 
Canada using Lufthansa Airways to 
Frankfurt, after which he can take a 
connecting flight to Canada, using 
Air Canada.

“Connecting flights are usually 
cheaper but luggage can get miss-
ing in the process and it is usually 
stressful, especially having to wait 
for a second flight which may take 
another three or four hours, but 
this is the only option I have to cut 
cost,” Eze said.

Deposit Facility (SDF) on the 
other hand, which provides de-
posit window for excess liquid-
ity being experienced by some 

banks, currently at nine percent.
This is against the backdrop 

of observed abuse of access to 
the CBN standing lending facil-
ity by authorised dealers. “It has 
become imperative that some 

measures be taken to redress the 
trend and re-define the mode of 
operation by authorised dealers 
at the window”, the CBN said in 

The economic recession 
currently besetting Ni-
geria provides big op-
portunities to formalise 

the export and solid minerals 

sectors and enable them serve 
as engines of growth rebound, 
experts say.

Nigeria’s export sector is still 
largely unorganised, undocu-
mented and hard to track, as 
the majority of trade takes place 

in the informal sector which is 
open to corruption and robs 
government of  much needed 
revenue and data for monitoring 
and planning, according to John 
Kachikwu, CEO of John Tudy 
Interbix, a foods exporter to the 

US and Africa.
Lack of formal structure of 

the export sector means that 
Nigeria’s government is under-
recording goods leaving the 
country, which according to 
BusinessDay calculations from 

the International Trade Centre 
(ITC) data, amount to $17 billion 
in the last three years.

Olusegun Awolowo, chief 
executive officer (CEO), Nige-
rian Export Promotion Coun-

In the same vein, passengers 
who are unable to pay airfares of 
any foreign airline are leveraging 
on the availability of domestic air-
lines such as Arik Air and Medview 
to travel to London and the United 
states, which are the countries 

Naira in upward swing as 
interbank market records 
$230.59m deal Page 4
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China warns of ‘crucial juncture’ 

EU waives budget deficit fines

UK industrial output grows strongly

The European Union has for-
mally agreed to waive fines for Spain 
and Portugal over their excessive 
budget deficits.

Under EU rules, member states 
are not supposed to run annual 
deficits greater than 3% of their total 
economic output.

Last year, Spain’s deficit was 5.1% 
of its gross domestic product (GDP) 
and Portugal’s stood at 4.4%.

UK industrial output grew at 
the fastest rate for 17 years in the 
April-to-June quarter, official 
figures show.

Industrial output grew 2.1% 
compared with the first quarter 
of the year, the Office for Na-
tional Statistics said.

Despite the quarterly figures 
there were signs that growth on 
a monthly basis was slowing 
during the three-month period.

Nike (NKE) stock is down 
more than 10% so far this year. 
That makes it the worst perform-
ing stock in the Dow for 2016, a 
title it recently inherited from 
Wall Street powerhouse Gold-
man Sachs (GS).

Nike’s most recent quarterly sales 
missed forecasts. So did the com-
pany’s future orders - a key gauge 
of demand for the coming quarters.

The S&P 500 and the Nasdaq 
came off their record highs on 
Tuesday as weak oil prices par-
tially offset the gains in healthcare 
and technology stocks.

The S&P 500 rose to 2,187.66, 
breaking its record for the fourth 
time this month, and the Nas-
daq touched an all-time high 
of 5,238.53, before a 0.8 percent 
decline in oil took some sheen off 
the rally. [O/R]

Failing to go ahead with the 
Hinkley Point nuclear project 
could threaten China’s relation-
ship with Britain, its ambassador 
to the UK has warned.

Writing in the Financial 
Times, Liu Xiaoming said the 
delay to approving the plant had 
brought the two countries to a 
“crucial historical juncture”.

He hinted that “mutual trust” 
could be in jeopardy if the UK 
Government decided not to ap-
prove the deal.
No Olympics boost for Nike

S&P, Nasdaq off record

William Hill rejects Rank 
Bookmaker William Hill has 

rejected a £3.16bn takeover offer 
from online operator 888 and 
casino giant Rank.

The bid, in shares and cash, 
was called “highly opportunistic” 
by Gareth Davis, chairman of 
William Hill, who said it did not 
reflect its true value.

The deal would create the UK’s 
third-largest online betting group 
with revenues of £2.7bn.

Delta cancel hundreds more flights
Delta Airlines cancelled an-

other 300 flights on Tuesday, one 
day after a power cut forced the 
company to cancel or delay thou-
sands of trips.

On Monday, a loss of power at 
its headquarters in Atlanta led to 
the breakdown of the company’s 
booking and communications 
systems

The airline was forced to cancel 
nearly 1,000 flights and delay close 
to 3,000 others worldwide.

Briefs
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CBN tightens noose on its lending...
the circular.

The implication, according 
to some analysts, is that banks 
would have to source for funds 
to participate in the auctions 
rather than getting the funds on 
the day of auctions and divert-
ing same for the purchase of the 
instruments.

The apex bank had recently 
issued a similar circular barring 
authorised dealers who come 
to any of CBN’s windows from 
inter-bank foreign exchange on 
the same day.

High demand for the SLF by 
money market operators is an in-
dication of tight monetary condi-
tions in the money market. Dur-
ing periods of liquidity shortage, 

money market operators access 
the standing lending facility win-
dow more frequently, requesting 
for large credit facility in order to 
square-up their positions at the 
close of daily business. In times 
of surplus,however, money mar-
ket operators access the standing 
deposit facility window to lodge 
their excess funds

According to the CBN’s eco-
nomic report for the month 
of May 2016, total request for 
SLF was N882.99 billion, and 
comprised, mainly of Intra-day 
Lending Facility (ILF) converted 
to overnight repos.

Average daily request was 
N51.94 billion in the 17 transac-
tion days from May 1 – 25, 2016, 
while interest received during 

the period was N0.45 billion. In 
the preceding month, the sum 
of N827.82 billion was granted 
with a daily average request of 
N39.42 billion in the 21 transac-
tion days and N0.49 billion as 
interest earned.

According to the CBN, the 
situation then showed that de-
velopments at the CBN standing 
facilities window indicated that 
requests for SDF significantly 
exceeded the Standing SLF.

Against the possibility of de-
liberate violations by the author-
ised dealers, the CBN yesterday 
threatened to deny access to 
its standing lending facility in 
case of violation by authorised 
dealers. “You are reminded that 
authorised dealers who come 
to any of the CBN’s windows 

Continues on page 47 Continues on page 47

Continues on page 47

which banks can carry out with 
BDCs at $30,000 per week and 
set a margin for the banks to sell 
dollar to currency outlets at not 
more than 1.5 percent over the 
rate at which they bought.

The Central Bank set a mar-
gin of two percent over the rate 
at which BDCs sourced dollars 
from banks as resale premium to 
customers and pegged BDC dis-
bursement at $5,000 per transac-
tion to cover travel allowance, 
medical bills and school fees.

 “Things are moving up. There 
is liquidity”, Kunle Ezun, re-
search analyst at Ecobank told 
BusinessDay on phone.

He noted that there was a 
couple of transaction at the 
inter-bank foreign exchange 
market, adding that “if the CBN 
will continue its intervention 
role, the market will improve.”

The naira has been worst hit 
by a plunge in oil prices, Nigeria’s 
major source of FX earnings, even 
as foreign investors took flight to 
safety away from naira assets.

Nigeria’s foreign reserves 
has declined to $25.97 billion 
as at Monday August 8, 2016, 
about 0.55 percent fall compared 

to  $26.06 billion on August 1, 
2016, according to data on CBN 
website.  

Oil prices were little changed 
on Tuesday as the market 
weighed forecasts for a weekly 
drop in U.S. crude inventories 
against a stubborn global pe-
troleum glut. Brent crude was 
down 5 cents at $45.34 a barrel by 
11:36 a.m, after trading between 
$45.77 and $44.80.

“It may be too early to see 
the beneficial impact of Nige-
ria’s FX liberalisation on prices. 
Despite the efforts of the CBN 
to deal with legacy FX demand 
through its special intervention 
auction, Nigeria’s accumulated 
FX demand backlog, and its im-
pact on expectations, may still 
be offsetting other influences 
for now”, said Razia Khan, chief 
economics, Africa at Standard 
Chartered Bank.

“Weak oil earnings, with con-
tinued disruptions to oil supply 
as a result of Niger Delta mili-
tancy, are not helping. Until the 
FX supply response improves, 
expectations of further Naira 
weakness are likely to persist”, 
she said.

Naira in upward swing as interbank 
market records $230.59m deal

L-R  Victor Etuokwu, executive director, personal banking division; Roosevelt Ogbonna, executive director, commercial banking; Herbert 
Wigwe, GMD/CEO, and Gbenga Agbola, head, digital factory and innovation, all of Access Bank Plc,  at the launch of the bank’s upgraded 
lifestyle solution, paywithcapture 5.0 in Lagos.
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The nation’s currency,the 
naira  traded at an av-
erage of N313.23/USD 
Tuesday after reaching 

an all-time low of N350 to the 
greenback in an interbank mar-
ket total trade of $$230.59million 
in 46 deals, FMDQ data show.

Thre naira,which was first of-
fered at N310 to the dollar at the 
beginning of interbank spot FX 
trade closed at N315.91/USD.

In a single intraday trade, FX 
dealers traded $200million at 
N311/USD. In addition, FX deal-
ers traded a cumulative of about 
$9.6million at N315/USD. The 
local currency also traded at a 
low of N282.90/USD, according 
to FX market data at FMDQ.

The Central Bank of Nigeria 
(CBN) intervened on the inter-
bank foreign exchange market 
on Tuesday to help support the 
naira after it hit a record low.

In a move to narrow the gulf 
between the official and black 
market rates and boost dollar 
liquidity, the CBN on Tuesday 
pegged the dollar transactions 
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most visited by Nigerians.
Two weeks ago, Medview Air-

line switched from operating its 
Lagos-London route with B737-
300ER to its newly acquired higher 
capacity B747-400ER.

Its maiden scheduled flight 
from London- Gatwick had 400 
passengers on board.

Muneer Bankole, Managing 
Director/CEO, Medview Airline 
said the aircraft will be used to con-
solidate  the Lagos-London route 
operations, as well as  Hajj opera-
tions, pointing out that opening up 
the transatlantic route was on the 
front burner.

Chris Ndulue, Nigerian Manag-
ing Director of Arik Air, told Busi-
nessDay that Arik Air has plans to 
increase its New York flight to a 
daily operation before the end of 
the year.

Ndulue said this will give pas-
sengers a lot of flexibility and 
comfort, as well as increase the 
number of passengers flying on 
Arik to New York.

“We also intend to go into an 
interline arrangement with one of 
the American carriers in order to 
strengthen our operations in the 
US and beyond,” Ndulue added.  

Airlines made adjustments to 
airfares for international destina-
tions as the naira fell against the 
dollar between 2015 and 2016.

Business travel will reduce 
this year, as a result of the cur-
rent exchange rate and reduced 
purchasing power of Nigerians, 
”Tayo Ojuri, an industry expert 
and CEO of Aglo Limited, an avia-
tion support service company told 
BusinessDay.

Ojuri disclosed that Emirates 
Airlines has reduced their two 
daily flights to Nigeria to just one 
flight a day, with effect from July 
1, 2016.

Bimbo Adebanjo, a regular 
traveler to London told Business-

underweight may also have 
thinned out.

“It is sensible that the gov-
ernment waited until now to 
borrow money,” Robertson 
added.

Aigboje Higo, managing di-
rector at stock broking and 
financial advisory firm, Capital 
Bancorp Plc, says Nigeria could 
use the increased borrowed 
money to finance capital pro-
jects and to plug a N2.2 trillion 
deficit in the country’s N6.06 
trillion 2016 budget.

“This should jump start the 
economy and provide the nec-
essary stimulus for growth. I 
expect an economic recovery 
in the first quarter of 2017,” 
Aigboje said, in response to 
questions.

He also said the fact that 
leading frontier market invest-
ment bank, Exotix Partners, 
recommended Nigeria to inves-
tors, should likewise provide for 
improved appetite for the bond.

This comes on the heels of 
a similar recommendation by 
Renaissance Capital (Rencap).

“As we keep telling investors 
– have a look at Nigeria – they 
are clearly much closer to a 
clearing rate for the currency 

IHEANYI NWACHUKWU & 
HOPE MOSES-ASHIKE
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STEPHEN ONYEKWELU

A vast majority of Af-
rican universities 
lack mechanisms to 
measure and com-

pare their performance with 
both regional and global 
peers. To rectify this trend, a 
regional pilot project evalu-
ated 28 African universities 
using international bench-
marking methodology.

The pilot results will help 
more African institutions 
adapt benchmarking to im-
prove academic standards.

“At present, there are three 
known ranking agencies 
in the world. However, the 
major indices include vis-
ibility through publications, 
patents and inventions. The 
destination of graduates in 
the workplace also counts as 
well as the international mix 
of staff and students,” Ibidapo 
Obe, a professor of Systems 
Engineering and former vice 
chancellor of University of 
Lagos.

A recent workshop in 
Abuja, Nigeria, brought to-
gether over 130 participants 
from 18 African countries, 
and delegates from Korea, 
China and international 
corporations were on hand 
to analyse the results of SSA’s 
first pilot regional bench-
marking exercise for uni-

Eko electricity customers see increased 
power supply on resolution of IPP dispute

E
lectricity consum-
ers under Eko 
Electricity Distri-
bution Company 
licensed areas say 

a speedy resolution of the 
contractual dispute between 
the management of Banana 
Island Property Owners and 
Residents Association (BI-
PORAL) and Gelmark Power 
Solutions Limited over $10 
million, 6mw completed IPP 
project will improve power 
supply in their areas.

The management of BI-
PORAL has had to depend 
on power from Eko Disco 
while the dispute lingered, 
and residents under Eko 
Disco jurisdiction that in-
clude Agbara, Ojo, Festac, 
Ijora, Mushin, Apapa, Lekki 
and Lagos Island, who are 
given a daily average supply 
of five hours, believe power 
to their communities will 
improve from power saved 
from supply to Banana Is-
land.

“I think electricity will 
improve if they share to us 
what they used to give them 
at Banana Island,” Beatrice 
Okafor, an administrative 
staff of a law firm in Ikoyi, 
said.

Akinola Fashinro, a fa-
cility manager in Victoria 
Island, said there might be 
a marginal improvement, 
however residents and busi-
nesses in these areas must 
be alive to their responsibil-
ity to pay for power.

“Banana Island residents 
have the resources to pay 
that is why they are given 
prime consideration, this 
thing (electricity) is a busi-
ness and our people have to 
see it as such,” he said.

BusinessDay inquiries 
indicated that residents and 
businesses under Eko Disco 
licensed areas rely mostly on 
self power generation using 
diesel-powered generators. 
While they say there is a 
noticeable improvement in 
recent times, some still com-
plain of irregular supply.

“Power in my area 
around Festac is usually 
stable between 2am to 4am,” 
said Christiana Okeke, “in 
the day, it is just a few hours 
sometimes it is none at all, 
that is why I wake up by 2am 
to charge my phones and 
other electrical devices.”

Last week, media reports 
stated that business and 
social life had been para-
lysed in some communities 
including Eputu, Oribanwa, 

Lakuwe all in Ibeju-Lekki 
Local Government Area of 
Lagos State, following a two-
month-old power outage.

“ I  s p e n d  c l o s e  t o 
N100,000 monthly to buy 
petrol to power my genera-
tor with little or no gain,” said 
Folorunso Adegbite, a frozen 
foods seller in Oribanwa, 
community.

Even if Eko Disco wishes 
to supply more power to 
these underserved commu-
nities, it is handicapped, as 
power generation in Nigeria 
has not kept pace with de-
mand. Ikeja Electric with the 
highest cluster of businesses 
and residential areas last 
week said it was receiving a 
paltry 300mw supply from 
the Transmission Company 
of Nigeria. Eko receives far 
less, with supply hovering 
around 280mw.

However, there are now 
efforts aimed at resolving the 
needless dispute that arose 
when the $10 million gas 
fired plant built by Gelmak 
Limited under a build, own, 
operate and transfer financ-
ing structure, which the 
company fully funded the 
installation of the 6mw plant 
that is scalable to 15mw once 
demand rose but which 
BIPORAL now say is illegal.

Data collection, benchmarking to 
improve African varsity standards

versities.
The benchmark initiative 

helps universities measure 
the effectiveness of their 
applied sciences, engineer-
ing and technology (ASET) 
programmes by using com-
prehensive performance 
indicators and best practices 
at comparable African and 
global institutions. It is part 
of a larger goal of the Part-
nership for Skills in Applied 
Sciences, Engineering and 
Technology (PASET) to es-
tablish a cultural paradigm 
of data-driven strategic plan-
ning in the region’s higher 
education institutions.

PASET is an Africa-led 
partnership that invests in 
strengthening ASET fields at 
the region’s universities and 
research institutions, to help 
them respond to the African 
market’s biggest skills needs.

The workshop was host-
ed by PASET in conjunc-
tion with the Association of 
African Universities (AAU) 
and Nigeria’s National Uni-
versities Commission. It dis-
seminated the results from 
the pilot exercise, which 
used data provided by 28 
universities along with select 
indicators, ranging from 
learning achievement and 
teaching quality to inclusion, 
labour market outcomes, 
and research.
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International Air Trans-
port Association (IATA) 
has released the Air-

lines Financial Monitor, 
which shows initial finan-
cial results from Q2 2016 
point to another solid quar-
ter for industry profitability 
and cash flow.

According to Tony Ty-
ler, director-general, IATA, 
“The global airlines share 
prices increased by 5.9 per-
cent in July, but remained 
well down on where they 
started the year. The pre-
mium segment continues 
to offer an important buffer 
for overall airline financial 
performance.”

Premium airfares have 
held up better than their econ-
omy counterparts on many of 
the main premium routes so 
far this year, Tyler noted.

The global air passen-
ger market grew solidly in 
annual terms during H1 
2016. That said the upward 
trend has eased in recent 
months on the back of 
modest economic growth 
and cumulative impacts of 
terrorist attacks.

Global airlines 
share prices 
increase by 5.9% 
in July – IATA

ISAAC ANYAOGU                                                 
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Failure to help farmers in northeast 
could open door to radicalisation – UN

F
armers in Nigeria’s 
crisis-hit northeast 
urgently need help 
to start growing 
crops again, the 

UN food agency said on 
Tuesday, warning that a 
failure to get people back 
on their feet could open the 
door to radicalisation.

An insurgency by Boko 
Haram militants in Borno, 
Yobe and Adamawa states 
disrupted fishing, farming, 
cattle breeding and trade 
routes after violence wors-
ened in 2012. Government 
forces retook territory from 
the insurgents last year, al-
though attacks continue.

The improved situation 
has allowed aid agencies 
to reach more of the seven 
million people who need 
aid, including three million 
experiencing severe food 
shortages.

But failure to rebuild the 
rural economy and boost job 
opportunities could result in 
youth frustration and contin-
ued violence in the region, 
Reuters reports the UN Food 
and Agriculture Organisation 
(FAO) as saying.

“If you miss the oppor-
tunity, you perpetuate the 
need for food assistance. 
You create dependency,” 
Dominique Burgeon, di-

rector of FAO’s emergency 
and rehabilitation division, 
told the Thomson Reuters 
Foundation.

“If you create frustration, 
you leave the door open to 
all sorts of discontent includ-
ing radicalisation and enrol-
ment into armed groups.”

The United Nations and 
medical charity Medecins 
Sans Frontieres warned last 
month that nearly 250,000 
children in Borno state alone 
were suffering life-threaten-
ing malnourishment, and 
many were dying.

Aid agencies now have 
“a critical opportunity to 
tackle the alarming levels of 
food insecurity in northeast 
Nigeria,” Tim Vaessen, FAO’s 
emergency and response 
manager in Nigeria, said in 
a statement.

FAO has already distrib-
uted seeds to some 120,000 
farmers to grow crops dur-
ing the rainy season. Their 
harvest is expected in Sep-
tember and experts hope 
it will provide families with 
enough food for up to 10 
months.

The UN agency now 
wants to reach 385,000 farm-
ers who can grow crops on 
land that can be irrigated 
during the current drier 
weather.

Boko Haram controlled 
a swathe of land in north-
east Nigeria around the size 
of Belgium at the end of 
2014, but was pushed out 
by Nigerian troops, aided by 
soldiers from neighbouring 
countries, early last year.

Some 9 million people 
are in need of aid across the 
Lake Chad region, compris-
ing Nigeria, Chad, Camer-
oon and Niger.

Late last month, U.N. 
humanitarian aid chief Ste-
phen O’Brien, told the Secu-
rity Council: “What we have 
uncovered and assessed is 
deeply, distressingly alarm-
ing, even for those of us who 
have witnessed such depths 
of humanitarian need before.”

He warned that the lean 
season - the period between 
harvests - which puts mil-
lions in the Lake Chad re-
gion at risk of hunger and 
malnutrition each year, had 
already begun, making the 
need for aid even more ur-
gent. (Reporting by Alex 
Whiting, Editing by Emma 
Batha.; Please credit the 
Thomson Reuters Foun-
dation, the charitable arm 
of Thomson Reuters, that 
covers humanitarian news, 
women’s rights, traffick-
ing, corruption and climate 
change.
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Send reactions to:
comment@businessdayonline.com

Securitisation is an ar-
rangement involving the 
pooling together of assets 
by an entity (commonly 
referred to as the Origi-

nator) and the transfer of 
same to a Special Purpose 

Vehicle (SPV) to be re-
packaged and issued as 

interest bearing tradeable 
securities and sold to 

investors

F
inancial innovation is key 
in a constantly evolving 
market. It has become a 
tool which shapes and 
redefines economies as 

financial markets constantly seek 
innovative ways to transact and 
sophisticated instruments to meet 
the demands of the more discern-
ing investor. Markets expand and 
deepen with the introduction of 
new investment instruments and the 
creation of new financial solutions. 
Securitisation is a product of finan-
cial innovation that boosts market 
growth and profitability. Further-
more, it promotes financial stability 
due to one of its basic functions, the 
reallocation and diversification of 
risk. In recent years, as governments 
work to improve economic perfor-
mance, developed economies have 
returned to the use of securitisation 
to boost domestic market, albeit, 
ensuring that the necessary market 
and investor protection rules and 
policies are provided. However, 

The last two months alone 
have seen Britain leaving 
the European Union, ter-
ror attacks, cop killings, 

Deutsche Bank nearly collapsing, 
the German long term interest 
rates set at negative, to name a few.

But over the next couple of 
years, it’s going to get a whole lot 
worse. As economies worsen, there 
will be more social unrest, more 
angry people, and crazier politi-
cians. Somebody will try to come 
along on a white horse to save us 
all, but she usually makes it worse.

Are we at a point right now 
where it feels like it’s accelerating. 
People all over are very unhappy 
about what’s going on. If you read 
history, there are a lot of simi-
larities between now and the 1920s 
and ’30s. That’s when fascism and 
communism broke out in much 
of the world. And a lot of the same 
issues are popping up again.

Brexit could be a triggering 
moment. This is another step in 
an ongoing deterioration of events. 
It’s also an important turning point 
because it now means the central 
banks are going to print even more 
money. That may prop the markets 

imbalance and a vulnerability to 
an internal crisis in the case of an 
economic instability. Finally, the 
risk of counterparty default is high 
because the banks no longer moni-
tor the borrowers upon transfer of 
the assets to the SPV.

Conversely, retaining the riskier 
loans aligns the interest of the bank 
with that of the investors and ne-
gates any concerns regarding moral 
hazard. Furthermore, if the origina-
tor holds a percentage of interest in 
the securities issued by the SPV will 
ensure that the banks will maintain 
strict loan policies. Ultimately, the 
securitisation of the loan book al-
lows banks to maximise profits by 
leveraging on capital efficiently; 
banks can extend long term loans, 
hold for the short to mid-term 
and then sell off. This serves as an 
additional source of funding for 
the banks and, because capital is 
not tied up in long term loans, the 
liquidity position is improved. The 
transfer of assets off balance sheet 
also provides regulatory and eco-
nomic capital relief. In addition, 
banks can better manage their 
risk by transferring some of their 
credit exposure outside the banking 
system to other financial and non-
financial institutions and private 
investors in return for liquidity, 
which is used to create more credit.

On the macroeconomic level, 
securitisation plays an important 
role as a macroeconomic tool with 
regards to money creation within 

are literally starving. Even the most 
basic necessities of life are impos-
sible to find in stores. Hundreds of 
thousands of people are trying to get 
into Colombia to buy food.

The government just makes it 
worse because it doesn’t know what 
it’s doing. What we’re seeing in Ven-
ezuela has happened in many coun-
tries throughout history. It’s hap-
pened to many countries in the last 
century — this isn’t something that 
happened 500 years ago. It hasn’t 
happened in the U.S. yet, of course. 
But don’t think it can’t if the circum-
stances are right

The European Union as we know 
it is not going to survive. Not as we 
know it. Britain voted to leave, and 
France could very well be next. Why 
France? One of the main reasons is 
because the French economy is softer 
than the German economy. At least 
in Germany people are still earning 
money and making a living, despite 
all the recent turmoil. In France, the 
same malaise that’s settling over the 
U.S. and other places is settling in. And 
it’s going to spread.

There is no place to hide with 
what’s coming. I’m not saying it’s 
coming this year, or even the next. I 
can’t give a specific date. But imbal-
ances are building up to such a degree, 
they just can’t continue much longer.

We’ve had two 50% market drops 
in the last 15 years. Why can’t we have 
a third? And if it can drop 50%, why 
can’t it drop 75%? It can and it will ul-
timately. But in the meantime, all that 
money printing could still drive stocks 
higher. And central banks might take 
even more desperate measures to 
keep the game going.

The Japanese central bank is al-
ready buying stocks. It’s already 
bought all the government bonds. The 
European Central Bank is running out 
of bonds and government bonds to 
buy. Now it’s starting to buy corpo-

the domestic economy. Lending 
by commercial banks plays an im-
portant role in the money creation 
process. The cycle of securitisation 
means that liquidity is created in 
the economy and used to on-lend 
to other borrowers. Another mac-
roeconomic benefit are the varying 
structures that ABS can assume to 
meet government economic goals, 
for example a Small and Medium 
Enterprise (SME) ABS backed by 
the Nigerian Federal Government 
guarantee will encourage bank 
lending to SMEs.

Banking securitisation will 
deepen our market, provide liquid-
ity, create more options for capital 
raising and satisfy the appetite 
of the sophisticated investors. In 
recognition of this, the FSS2020 
Committee of the Central Bank of 
Nigeria is working on a Securitisa-
tion Bill to give the necessary sup-
port to existing rules by providing 
the necessary legal and regulatory 
governance over the structure, issue 
and trade in these instruments. The 
committee has drawn together the 
different stakeholders to review and 
make the necessary input to ensure 
that the Bill, once passed into law, 
is enforceable. It is hoped that this 
will be the first of many initiatives 
to introduce liquidity enhancement 
instruments into the market for the 
benefit of the economy.

rate bonds. Why can’t that happen 
in America? Why can’t the Federal 
Reserve buy these assets?

When Bernanke was head of the 
Fed he said, “If we have to, we’ll buy 
anything. We’ll buy shares of gold 
mines.” If the Central Banks all over 
the world buy stocks, there’s really 
no top.

It’s hard to say when the music will 
end. But it will end, and that’s when 
we can see a 75-80% drop in stocks.

The biggest lesson of history is 
people don’t learn from history. And 
history shows us that even the people 
that know history, don’t learn from 
history.

At the beginning of 2008, the head 
economist at the Federal Reserve in 
Washington, DC published a paper 
that mocked all the people out there 
who warned about a housing crisis. 
He said they have 1,000 of the smart-
est and best educated economists 
in the world working at the central 
bank of the United States. Those 
fools don’t know what they’re talking 
about. We do.

Except they didn’t. And that’s the 
problem. Too many people believe 
1,000 of the smartest economists 
in the world who don’t know what 
they’re talking about. That’s why they 
get blindsided.

I urge everybody I meet to learn 
history. Once you become knowl-
edgeable, you’re going to be worried. 
Once you’re worried, you might be 
prepared. If you’re prepared, you will 
be one of those who survive whatever 
happens.

Because what’s coming is going 
to be a mess.

This article was first published in Daily 
Reckoning @http://dailyreckoning.
com/whats-coming-going-mess/

Securitisation and the banking industry

think the dollar’s a safe haven and 
at least there’s still yield in the U.S. But 
history shows it’s not sustainable.

In the 1920s, America had to raise 
interest rates because of the debt 
situation in Europe after WWI. The 
U.S. stock market went through the 
roof because all the money going from 
Europe to the U.S. Stocks became so 
overpriced because all that money kept 
flowing in one direction. Then all of a 
sudden… the bubble burst. The Great 
Depression, fascism and communism 
came next.

Every situation is different, and you 
can’t draw exact parallels between 
different eras. But history rhymes if 
it doesn’t necessarily repeat, as Mark 
Twain said.

I’m very worried because what 
we’re facing now can get worse than 
anything most of us have seen in our 
lifetimes. The world may be overdue for 
a crisis of that magnitude. Throughout 
history, we’ve had periods of severe 
crisis. I don’t mean 1968 or 2008, for 
instance. I mean a serious crisis with 
widespread bankruptcies, massive 
unemployment, the emergence of 
dictators, and war.

America’s the largest debtor nation 
in the history of the world. And the 
debts are getting higher and higher. 
The U.K. has huge government debts, 
huge balance trade imbalances, and 
now they’ve voted for Brexit. That’s go-
ing to cause many problems within the 
U.K. because of all the tensions that are 
building up. Spain has problems. Italy 
has major problems now with its banks. 
Germany has problems. China has a 
massive debt problem. Japan looks like 
it could resort to helicopter money as 
a way out. There are few bright spots.

Societies around the world are al-
ready falling apart, or nearly so. Look 
at all the recent terrorist attacks and 
mass shooting incidents in America 
and Europe. And look at what’s hap-
pening in Venezuela right now. People 

Brexit was nothing compared to what’s coming
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lose the incentive to adopt stricter 
processes. Also, by making illiquid 
loans liquid, the risk appetite of 
banks could be enhanced. Indeed, 
securitisation of the loan portfolio of 
banks can generate a moral hazard in-
centive for the banks to take on more 
risk, the banks have no motivation to 
undertake careful screening of loan 
applications and are willing to invest 
in riskier assets, knowing always that 
they will eventually transfer the risk 
to investors. Another probable risk 
is that banks, in securitising, would 
securitise the prime loans, and keep 
the riskier loans on their books 
and this will lead to loan portfolio 
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the development of securitisa-
tion in Nigeria has been stunted. 
Despite the introduction of rules 
on Asset-Backed Securities (ABS) 
and Mortgage-Backed Securities 
(MBS) by regulators, the Nigerian 
market has been very slow in its 
response.

Securitisation is an arrange-
ment involving the pooling togeth-
er of assets by an entity (commonly 
referred to as the Originator) and 
the transfer of same to a Special 
Purpose Vehicle (SPV) to be re-
packaged and issued as interest 
bearing tradeable securities and 
sold to investors. The cash flows 
of the underlying assets are used 
to meet interest payments. The use 
of an SPV isolates the transferred 
assets from the insolvency of the 
originator. The introduction of 
securitisation has altered the role 
of banks and their lending objec-
tive. In other words, the traditional 
lending role of banks is typically 
structured as an “originate to hold” 
model, which requires banks to 
conduct rigorous screening of all 
loan applications and also monitor 
debtors to mitigate counter-party 
risk. However, with securitisation, 
banks can elect to package and sell 
off some of their loan portfolio be-
fore maturity under the “originate 
to distribute” model.

It has been argued that the 
“originate to distribute” model 
could lead to lax screening and 
monitoring process because banks 

up in the short term.
We have a strange economy. 

Markets look like they’re fine. 
But underneath the surface, most 
stocks are not doing well. Most 
stocks around the world are down. 
Most stocks in the United States are 
down. In 2015, when the market 
averages were flat, twice as many 
stocks were down on the New York 
stock exchange as were up. And 
in the last nine months, earnings 
are down in the United States. A 
recession is starting, it is already 
in place. But if you look at the av-
erages and the bond market, they 
still go up.

That’s because all the central 
banks are running their printing 
presses as fast as they can, and 
Brexit means they’ll run them even 
faster. Except for the central banks 
printing a lot of money, the entire 
market would have tanked by now.

We had a problem in 2008 be-
cause of too much debt, domesti-
cally and worldwide. Now the debt 
levels are staggering compared to 
2008. Some countries have up to 
five times as much debt as they had 
eight years ago. And the dangers 
now are even larger than 2008.

If you look at the last few bub-
bles, the Federal Reserve at least 
had the ability to drop rates from 
6% or 5% down to zero. Now it 
has virtually no room left to ma-
noeuvre.

The Fed doesn’t know what it’s 
doing. This is all an experiment 
with them. They just decided to 
print more money, drive interest 
rates to zero, and see what hap-
pens. There are going to be pro-
found consequences of this giant 
delusional experiment.

Ironically, with negative interest 
rates in so many places around the 
world, investors are putting their 
money in the U.S. because they 



all his campaign promises would 
not be easy. He however assured 
Nigerians that he will do all he can to 
ensure he delivers on his promises. 
This statement came almost like an 
immediate response to Lai moham-
med’s ranting that PMB has fulfilled 
his campaign promises. Not once, 
not twice, in fact, a countless times, 
the information minister had in the 
past made very controversial state-
ments and claims that left nothing 
but bewilderment on the faces of 
even his fellow party men with mouth 
agape. What then is the missing link? 

I guess Nigerians (myself inclu-
sive) are yet to understand the style 
and communication language of the 
minister of Information and culture. 
I think we all need to start reading 
this man’s comments between the 
lines. This man is obviously in his 
mid sixties (at least by official age) 
and as such can pass for an elder who 
speaks like an elder. No wonder he of-
ten speaks in proverbs and parables 
which are usually laced with truth, 
half-truth and occasionally  untruths 
(permit me not to use the word ‘lies’ 
for it may be disrespectful to call an 
elder a liar in my own clime anyway).  
Take it or leave it, Alhaji Lai Moham-
med is always inspiring to listen to. 
The challenge is that he can say one 
thing which has double meanings 
and he deliberately and masterfully 
chooses a particular cause to buttress 
depending on where his interest lies 
at that particular time. When I began 
to read Alhaji Lai Mohammed’s lips, 
I saw disguised truth and of course 
contradictions.  

perceived corrupt persons’ and not a 
fight against corruption itself. Fighting 
corruption entails putting structures 
and systems in place that would make 
it uneasy for the citizens to engage in 
corruption without being apprehend-
ed. What is on ground is a fear of be-
ing persecuted for corruption rather 
than abhorrence of corrupt practices. 
However, this present administration 
needs our commendation for doing 
much more than its predecessors in 
the corruption fight. 

On diversification of the economy 
away from oil, there seems to be 
some form of hypocrisy in the whole 
policy. It still baffles one to observe 
that the federal government which is 
preaching diversification away from 
oil is at the same time spending huge 
sum of money scouting for oil in the 
Northern part of the country. I call 
this hypocrisy of the highest order and 
bereavement of ideas. Perhaps, this is 
what Lai Mohammed meant when he 
said their campaign promises have 
been fulfilled. When the former Prime 
Minister of Britain, David Cameron 
saw that his ideals and visions for 
Britain would no longer make sense 
outside of the EU, he quickly called it 
quits with the job rather than working 
against his principles and conscience. 
He gave way for another who believes 
that Britain would fare better outside 
the EU. This is patriotism. For Cam-
eron, “I’m done with all I have to of-
fer Britain as Prime Minister”. I think 
Lai Mohammed spoke in parables, 
impliedly admitting that the present 
administration under PMB is bereft 
of ideas to clean up the ‘mess of PDP’s 

sixteen years of misrule and squalor’. 
On the issue of salvaging our sink-

ing Naira, it is indeed disheartening 
to observe that while the government 
blatantly refused to subsidies forex for 
the real sector which adds so much to 
the revamping of the economy, it has 
approved the sale of Dollar to Muslim 
pilgrims at the rate of N197 even when 
their trip adds no value to the econ-
omy. Manufacturers and importers 
of pain-soothing products are left to 
hustle for Dollars at N400 and above. 
I think I see sense in Lai Mohammed’s 
submission that the APC government 
has exhausted all the items on its to-
do-list and perhaps, on the brains of 
the present crop of cabinet members. 

On the contrary, I still believe 
PMB has a lot more to offer Nigeri-
ans. He apparently does not have all 
the answers but he can revitalize his 
team by showing the exit doors to the 
redundant and incapacitated ones 
before the country collapses under 
his watch. I am among the very few 
who still believe that PMB means well 
for the country like GEJ, but Nigeria 
needs more than goodwill and good 
intentions as history has taught us that 
it doesn’t follow like that. 

The more Lai Mohammed makes 
‘castrated’ effort to paint an all-is-well 
picture of the present administration, 
the more he throws his party into pub-
lic mockery and disrepute. Every lie 
has an expiry date and equivocation 
makes the matter even worse. 

Did the Minister of Information 
and Culture, Lai Mohammed 
actually say that President 

Buhari has fulfilled all his campaign 
promises to address insecurity, fix the 
economy and fight corruption? This 
was the first question that came to my 
mind when I saw the bold screaming 
headline, “Buhari has fulfilled All 
his campaign promises on economy 
and insecurity, Nigerians living better 
now than in Jonathan’s era” credited 
to NAN. 

My first response to this headline 
before curiously reading the details 
of the report was that Buhari should 
then resign honourably if indeed he 
believes that he has fulfilled all his 
campaign promises so that another 
person can come in and continue 
from where he stopped. Out of the 
same curiosity, I tried to find out if Bu-
hari himself overtly or covertly aligns 
himself with this position of his min-
ister and in fairness to our President, 
his comments, body language and 
dialectics suggest a complete oppo-
site of what Lai Mohammed says. For 
instance, just last week, the president 
was quoted to have said that fulfilling 

Using the analogy of a typical ex-
amination hall, when the questions 
are set and students begin to write. 
You discover that some people finish 
before the time, not because they got 
all the answers, but because they’ve 
exhausted the much they know and 
rather than waste their time scratch-
ing the brain for what they can’t find. 
This might be what Lai Mohammed 
meant by “the federal government 
had fulfilled its campaign promises 
to address insecurity, fix the economy 
and fight corruption”. He even went 
further to admit that they are bereft of 
new ideas given that whatever policies 
they are adopting seem not to be work-
ing when he added that “there will be 
some pains, but there is no alternative 
to what we are doing”. Does that not 
mean ‘fait accompli? Rather than go-
ing back and forth in chains of policy 
somersault, isn’t it better to down tools 
and take a bow? A few examples here 
may suffice to amplify this point of 
policy rigmarole. 

On the promise of fighting cor-
ruption, Alhaji Mohammed said that 
no amount of economic reforms put 
in place could work in the country 
unless the “monster of corruption is 
successfully dealt with’’.  Is this not a 
clear statement of fact suggesting that 
with the war far from being won, we 
may continue on this two steps forward 
and seven steps backward movement 
till the next election period. By the way, 
apart from the TSA policy adapted from 
the previous administration, I can say 
without fear of equivocation that what 
we have thus far seen under the cur-
rent administration is a ‘fight against 

Lai Mohammed: Read between the lines
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cies, such as electricity, water and 
energy crisis, among many others. 
And yet a minister has the effrontery 
and audacity, which is tantamount 
to impunity, to say that the change 
Nigerians are yearning for is here 
with us! If the present debilitating 
socio economic condition of the 
country and the people is what Lai 
Muhammed is referring to as the 
change that is here with us, then he 
must either be economical with the 
truth or must be living in another 
planet, as the present situation in 
the country can best be described 
as a negative, backward retrogres-
sive change!

Finally, reading through the 
address of the minister, Lai Mu-
hammed, in one breath he said that 
“change is no instant coffee. It is a 
process” (agreed) and in another 
breath the minister paradoxically 
said that “in fact the change we 
promised is already here and it is 
manifesting all around us”! What 
a double speak! Lai Muhammed 
should be reminded that the era of 
propaganda and embellishments 
has gone with party electioneering 
campaign and the art of governance 
is a serious business anchored on 
facts and figures which the people 
can feel, see and attest to by way 
of improved living conditions. In 
conclusion, I’ll rather prefer Mr. Lai 
Muhammed to say that the process 
of change has begun and change is 
in the offing and not that the change 
is already here with us! The Nigerian 
people are still expecting the true, 
positive change promised by the 
APC government.

A
t a recent town hall 
meeting with stake-
holders, the Minister 
of  information and 
culture, Mr. Lai Mu-

hammed, was quoted as saying that 
the change promised by the APC is 
already here with us!

Let me hasten to say that I com-
pletely disagree with that state-
ment by Mr. Lai Muhammed. On 
the contrary, I make bold to say 
that the change promised by the 
ruling APC led PMB government 
is not yet here with us because the 
change is still half baked and at best 
in the ‘oven’! May be the change 
which Lai Muhammed was prob-
ably referring to as already here 
with us is the unfolding drama 
and allegations of “padding” and 
“insertions” rocking the House of 
Representatives which is coming 
on the heels of the allegations of 

against corruption, as important 
as it is. A positive, meaningful and 
progressive change must be able to 
better the lives of the people, rather 
than making it worse than it met it. 
Any change that does not improve 
the lives of the people but rather 
make it worse is a travesty and, at 
best, a negative and retrogressive 
change! Therefore, for us to believe 
that the change we voted for is here 
with us, the socio economic condi-
tions of the people must witness 
a turnaround for the better than 
what it was under the previous 
dispensation. Regrettably, that is 
not the case presently. Rather the 
socio economic conditions of the 
people are getting worse by the day 
under a government that promised 
change! Where is the change, with 
the current economic recession 
confronting the country which this 
government has continued, rightly 
or wrongly, to lay the blame on the 
previous government, rather than 
address the real fundamental eco-
nomic issues squarely and frontally 
in order to move the country for-
ward from the ignoble past towards 
the path of economic recovery, sus-
tainable growth and development? 
For now, with all the so called efforts 
of the PMB government to diver-
sify and turnaround the economy, 
rather than improving, the economy 
is regressing judging by all economic 
growth and development indices, 
while the people are languishing 
under excruciating socio economic 
deprivations, including hunger, 
poverty, disease as well as severe 
infrastructural deficits and deficien-

Re: “The change we promised is here”

governance, thereby creating a major 
setback, obstacle and stumbling 
block to the change mantra/revolu-
tion, despite the good intentions of 
the Buhari government. Unless and 
until the PMB government shifts the 
focus on the fight against corruption 
by starting in house with members of 
the ruling party through a reinvention 
process in order to get rid of the “bad 
eggs” and corrupt elements among 
them, we may not witness any mean-
ingful and sustainable change under 
the ruling APC government, just as 
the fight against corruption which 
seems to be selective and focusing 
more on the opposition party, will 
continue to be a ruse!

Furthermore, it must be said that 
real change is not just all about war 

corruption and forgery against the 
Senate leadership. And to think that 
most of these allegations are against 
top members of the ruling APC 
which is supposedly spearhead-
ing the change is indicative of and 
speaks volume about the change 
promised by the party which ac-
cording to Lai Muhammed, is al-
ready here with us! Moreover, with 
the unfolding allegations of budget 
padding in the National assembly 
involving top members of the rul-
ing party the pertinent question is 
whether this is the kind of change 
they promised - a continuation of 
business as usual prevalent under 
the previous dispensation - where 
party leaders continue to corruptly 
enrich themselves to the detriment 
of our common patrimony? If you 
juxtapose these allegations of cor-
ruption involving the senate and 
house of reps leadership involving 
members of the ruling APC with the 
lingering intra party crisis rocking 
the party and Lai Muhammed now 
call all these “change” then that 
must be a negative change that 
Nigerians did not bargain for when 
they voted the APC into power! For 
change to be meaningful, charity 
must begin at home by way of a 
thorough in house cleansing in 
order to purge the ruling party of 
corrupt elements who are pres-
ently holding the government and 
by extension the country hostage. 
Also, no meaningful change can 
take place when the ruling party 
is crisis ridden! In fact, the intra 
party crisis have continued to exact 
negative debilitating effect on good 

Furthermore, it must be 
said that real change is 
not just all about war 
against corruption, as 
important as it is. A 
positive, meaningful 

and progressive change 
must be able to better 
the lives of the people, 
rather than making it 
worse than it met it
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It is clear for all to see 
except the federal and 
state governments who 
have often seen the Nige-
rian federal system as a 

system designed for inter-elite 
settlement and fiefdoms of con-
trol – that Nigeria’s expensive 
but broke federal structure is 
buckling and things are gradu-
ally falling apart.

After about two bailouts ad-
vanced to states in 2015 and our 
estimation that such ad-hoc 
measures were not going to solve 
the problem but only postpon-
ing the ‘evil day’, the financial 
situations in the states of the 
federation are yet to improve. 
In fact, they are getting worse 
and many of the states are on 
the verge of collapsing.  About 
35 of Nigeria’s 36 fractured and 
unproductive states cannot 
even pay workers – who consti-
tute less than 1 percent popula-
tion of their states – not to talk 
about the rest 99 percent of the 
population or even fulfilling any 
of the grandiose promises they 
made to their people during the 
elections. The situation in the 
states and local governments 
has gotten worse such that gov-
ernments now pay half-salaries 
or even quarter salaries. That is 
even for those who can afford 
to pay the fraction of workers’ 
salaries at all. Some have or-
dered civil servants to come to 

work only on particular days of 
the week and use the rest days to 
farm to supplement their income. 
Others have outrightly refused 
to pay on the explanation that 
their entire federal allocations 
are unable to pay staff salaries 
not to talk of running the govern-
ment and catering for the needs 
of the rest of the people in the 
states. Those have explicitly said 
they will have to either massively 
reduce the workforce or reduce 
salaries. Sadly, even the federal 
government is not immune to the 
cash-crunch as it also owes sala-
ries and allowances of workers 
and pensions of retired workers. 
In fact, it had had to go borrow of 
late to meet its salary obligations.

However, instead of thinking of 
a more sustainable solution, the 
President – and indeed most of the 
state governors have continued 
to think in an ad-hoc manner – 
offering palliatives while waiting 
for the price of oil to pick up. They 
have flatly refused to countenance 
any argument for restructuring of 
our very expensive but unproduc-
tive federal system to bigger and 
more productive units.

In a way, this is precisely the 
problem with the Nigerian fed-
eration. It was structured and 
designed – especially after the 
Civil War – to depend exclusively 
on revenues from the sale of crude 
oil for its survival not minding that 
crude oil prices, like those of most 

commodities, are volatile and 
fluctuate regularly. The country is 
bound to be badly exposed to the 
shocks and volatility that always 
comes with trade in commodi-
ties. It is a shame and a disservice 
to the people of the country that 
its leaders set it up to be offi-
cially a ‘rentier’ state that lacks 
a productive outlook and always 
preoccupied with ‘allocation’ and 
‘distribution’ of rents rather than 
with wealth creation.

One consequence of the ‘dis-
tributive’ character of the Nigerian 
state is the proliferation of states 
and agitations for more states by 
groups in Nigeria since it appears 
the raison d’être for states creation 
is for them to be used as instru-
ments of extraction of resources/
rents from the Nigerian state by 
ethnic formations. Any wonder 
then that states in Nigeria have 
elaborate governance structures 
– over bloated executive coun-
cils, parliaments, judiciaries and 
civil services just like the federal 
government – whereas they, bar 
Lagos, produce very little or next 
to nothing and have no way of 
justifying their existence as semi-
autonomous entities within the 
Nigerian federation? With the 
current arrangement, the major 
preoccupation of political author-
ities in Nigeria will continue to 
be ‘allocation’ and ‘distribution’ 
of rents rather than with ‘wealth 
creation’.

Like we have argued before, 
the issue of bankruptcies of state 
governments go beyond just 
transparency and judicious use 
of resources. It has everything 
to do with the dysfunctional and 
unproductive nature of our fed-
eral system, which ensures that 
despites states having constitu-
tionally guaranteed avenues of 
raising revenues, virtually all of 
them, except one, still hopelessly 
depend on allocations from oil 
receipts to function.

A concrete solution will neces-
sarily involve a radical restruc-
turing of the Nigerian federation 
which will lead to a collapsing of 
the current state structure into 
more manageable, productive 
and economically viable units 
that will be governments not 
only in name, but also in func-
tions and capacities. Of course, 
this can only be achieved by way 
of a constitutional amendment. 
Until this is done, the country will 
sadly, continue to exist only to 
share rents and our fortunes will 
continue to raise and fall with the 
prices of crude oil in the interna-
tional market. But as the states and 
local governments continue to fail 
in the most basic duties, they are 
gradually setting the condition for 
a revolt by the masses. The govern-
ment can seize the initiative and 
restructure the federation now 
rather than wait until it is forced 
on it by circumstances. 

Still living in denial
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WTO urges tech companies: Make 
e-commerce a force for inclusion

T
he World Trade Or-
ganisation has called 
e-commerce a trans-
formative force in 
the global trade, 

supporting growth and devel-
opment and job creation, hence 
calling upon members to make 
it a force for inclusion.

 Roberto Azevêdo, director-
general of WTO stated this 
when he visited San Francisco, 
United States, recently to attend 
a roundtable event organised by 
the International Chamber of 
Commerce (ICC) at Facebook’s 
headquarters.

 The discussion was attend-
ed by representatives of tech 
companies, ranging from start-
ups, represented by Allied for 
Start-ups, to industry leaders 
including Facebook, Google, 
Alibaba, PayPal and eBay. The 
discussion focused on the role 
of trade policy in accelerating 
the growth of e-commerce and 
the digital economy around 
the world.

  Meanwhile, e-commerce 
continues to plateau as web 
traffic on major e-commerce 
websites in Nigeria records low 
patronage.

A review on Alex, a website 
that ranks most visited websites, 
indicated that Konga fell 113 
places in global web ranking 
during the first three months of 

Vicampro aims to save 
Nigeria $200m FX through 
local potato production

P 15

NEPC to reposition 
exports, stop 
rejection of 
Nigerian goods... as Nigeria’s e-commerce continues to decline

2016, while Jumia Nigeria fell 
by 183. This trend began in the 
fourth quarter of 2015 and is 
yet recover.

 Speaking after the discussion 
in US, Azevêdo said: “By reducing 
the trade costs associated with 
physical distance, e-commerce 
allows businesses to access the 
global marketplace, reach a 
broader network of buyers and 
participate in international trade. 
In this way, e-commerce can also 
be a force for inclusion.”

  He added, “Broader dis-
semination of such technol-

ogies means that the trade 
opportunities generated by 
e-commerce are also available 
to businesses in developing 
countries, with some of them 
making significant headway in 
recent years. But there is a long, 
long way to go.

  Azevêdo stated that Africa 
and the Middle East share less 
than 2 percent of the world e-
commerce market. However, 
this market share is under threat 
as e-commerce in these regions 
has witnessed a lull as a result of 
economic downturn, which has 

limited consumers’ purchasing 
power.

“Similarly, we must ensure 
that e-commerce works as a 
springboard for smaller com-
panies to compete and reach 
new markets.”

There is an on-going debate 
at the WTO about how to give 
fillip to e-commerce in both 
developed and developing na-
tions. The digital economy ex-
perts say is changing the rules 
in every sector, dictating how 
customers are served and how 
business is done.

Until Nigerians stop brief-
case emergency export 
and allow established 

companies to do the right thing, 
Nigerians will never stop losing 
money and encountering other 
problems in export business.

 The executive director and 
CEO of Nigerian Export Promo-
tion Council (NEPC), Olusegun 
Awolowo dropped the hint dur-
ing the launch of a prototype 
dryer machine in Abakaliki, 
Ebonyi State recently.

 He lamented that Nigerian 
exporters lose a lot of goods 
and money because most of 
them fail to follow the normal 
procedure in processing the 
produce for export.

 The executive director stat-
ed that it is high time Nigerians 
started adding value to its prod-
uct through improved technol-
ogy in agriculture to boost the 
quality of produce and properly 
position it to the world market.

  The chief executive who 
was represented at the two-day 
workshop by Veronica Oriere, 
deputy director, National Ex-
port Office department Abuja, 
said that in the bid to find a last-
ing solution to the incidences of 
lost funds, goods and food re-
jection by European Union, the 
Federal Government instituted 
an Inter-Agency committee on 
zero Reject policy spearheaded 
by NEPC in collaboration with 
some Ministries, Departments 
and agencies.

It is against the background 
he said that NEPC in collabo-
ration with a private firm - 
Olu Olu Industries Limited, 
launched the prototype ma-
chine to address the EU ban 
on some food items as a result 
of quality issues, reiterating 
federal government’s desire to 
improve the quality of Nigerian 
produce for export.

  The demonstration work-
shop, she said, has been done 
in two other locations- Ibadan 
and Katsina, to address the 
problems associated with age-
long sun-drying method for 
produce reservation through 
introduction of ‘on-point’ dry-
ing practice which prevents 
aflotoxin infection, makes post 
harvest handling less cumber-
some, and thereby reducing 
incidences of wastage.

African continent, adding that 
knowledge of the markets, pa-
tience and local partners are 
key in doing business in Africa.

The company’s focused ser-
vice lines that operate in East, 
South and West Africa will pro-
vide a platform for future growth 
and momentum driven by client 
needs and expansion plans. 
“We have spent the last decade 
building our platform and wish 
to stand out of the pre-eminent 
professional property services 
company across Sub-Saharan 
Africa;  our love and passion for 
the development of the conti-
nent is part of what drives our 
desire to promote Africa to the 

Broll Property Group, an in-
ternational real estate ser-
vices provider, says it sees 

opportunities in Africa unlike 
other firms that see only win-
dows, adding that, ultimately, 
it would like to see itself  being 
compared on an international 
stage with the best in the world.

The Group, which turned 
40 last year, has grown its staff 
compliment to over 1,329 and 
still counting and has plans for 
further expansion as it believes 
Africa is the future. It also be-
lieves that it will take time to 
unlock opportunities on the 

world; we hope the future will 
promote our business on the 
international stage”, an official 
of the company said.

In Nigeria, Broll is a leading 
real estate service firm with a 
three-year revenue growth tar-
get of about 40 percent larger 
than what it is at the moment   
given its continued leadership 
in its chosen segment of the 
Nigerian property market.

Bolaji Edu, the company’s 
CEO, who made this ambitious 
projection on assumption of of-
fice, hinged his expectation on 
the Nigeria economy which, he 
noted, was the largest in Africa 
with its GDP size of $510 billion.

“At the real estate side, it 
seems to be growing at even 
larger rate than the economy in 
general”, Edu said, noting  that, 
“there is a huge growth hap-
pening in the real estate market 
and Broll, being the recognized 
leader in the market, sees itself 
expanding to new areas includ-
ing advising new developers 
and investors coming into the 
market”.

Broll Property Group, South 
Africa, which is  Africa´s leading 
commercial property services 
group, was founded in 1974 and 
has offices throughout South 
Africa and a growing number 
of African countries including 

L-R: Paul Bissohong, director; Samaila Kewa, director; Oluwakemi Jafojo, company secretary; Patrice Alberti, presiding chairman; Andrew 
Gbodume, managing director, and Amina Maina, director, all of MRS Oil Nigeria Plc, at the 47th annual general meeting of the company in Lagos.

“Some have been holding 
workshops on these issues and 
presenting ideas on how they 
could be advanced at the WTO. 
At the same time, we have seen 
a surge of private sector engage-
ment in our work. This is very 
welcome as I think it is essential 
that the views of the private 
sector are heard, including on 
e-commerce issues. I therefore 
welcome the ICC’s initiative in 
bringing together tech company 
representatives at this impor-
tant moment in the global trade 
debate,” Azevêdo said.

Nigeria, Ghana, Kenya, Malawi, 
Rwanda etc.

Broll Nigeria is affiliated 
to CBRE, the largest property 
services company in the world 
as quoted on the New York 
Stock Exchange with over 44,000 
employees and 349 offices in 
42 countries. It is well known 
mostly for its management of 
malls in Nigeria, including The 
Palms, Lekki and the Ikeja City 
Mall. 

The company which opened 
for business in Nigeria in 2004 
has over 130 property practi-
tioners in the country and asset 
under management   in excess 
of  $6 billion.
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Broll sees opportunities in Africa
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DexLearn upholds online learning 
as key to ICT penetration

Law Union and Rock 
records 10 per increase in 
underwriting profit

Accessing small personal loans in Nigeria from the traditional financial institutions has always been a 
challenge for many people. However, with wider mobile penetration, small finance institutions are 
providing innovative solutions to people. Faith Adesemowo, executive director of Social Lender spoke 
to FRANK ELEANYA concerning the innovative service the start-up provides to individuals. 

DexLearn, a learn-
i n g  ma na g e m e nt 
platform has under-

scored the need to embrace 
online learning as one of 
the potent tools to further 
deepen Information, Com-
munication, and Technology 
(ICT) penetration in Nigeria.

 Adewole Oriade, manag-
ing director of Dexnova, the 
strategic process manage-
ment company that devel-
oped DexLearn, says that 
technology driven learning 
offers huge potentials to en-
hance capabilities and foster 
the growth of Nigeria’s ICT 
industry.

  He said the concept of 
online learning manage-
ment should be the prior-
ity of the country in order 
to compete favorably with 
other countries in the world, 
having Nigeria as an epicen-
ter of growth in Africa.

  Oriade said that Dex-
Learn is a learning manage-
ment system that enhances 
online learning, using ICT 
as a platform. It is a plat-
form through which people 
can learn various ICT skills. 
it is designed for ICT skill 
acquisition and those who 
want to sit for professional 

Law Union & Rock In-
surance Plc said its un-
derwriting profit rose 

by 10.6 percent from N1.03 
billion in 2014 to N1.14 bil-
lion in 2015 financial period.

The chairman of the com-
pany, Adenike Adeniran, dis-
closed this during its annual 
general meeting in Lagos.

She also discloses that the 
firm’s investment income 
rose from N366 million in 
2014 to N489 million in 2015 
which reflects its ability to 
generate both free float and 
high underwriting margins.

“Despite the economic 
headwinds, the bottom line 
improved, the investment 
income was enhanced, sol-
vency and liquidity were 
higher than prior year,” she 
said.

The chairman noted that 
this was as a result of im-
provement in the investible 
fund of the company despite 
the unstable investment cli-
mate and depressed interest 
rate in 2015.

During the meeting, she 
said it recorded gross pre-
mium of N3.85 billion in the 
year under review while net 
premium increased by seven 
per cent from N2.51bn in 
2014 to N2.69bn in 2015.

ICT exams can also use the 
platform for their studies.

 According to him; “any-
one who wants to develop 
themselves without neces-
sarily sitting for information 
technology (IT) certificate 
exams can also study with 
the platform.

“We developed a software 
learning solution called Dex-
Learn to enhance technol-
ogy training of individuals 
and people from corporate 
organisations. DexLearn 
LMS is designed in accor-
dance with international 
standards to compete favor-
ably with any other learning 
management systems in the 
world.”

 He stated that the online 
learning system is backed 
with a reliable technologi-
cal back up for efficiency. 
The solution uses relatively 
low bandwidth connectiv-
ity, which of course makes 
it easy for people to stay 
longer on the internet, while 
carrying out researches, and 
they will pay less for cost of 
bandwidth.

 Benefits of the e-learning 
platform include cost ef-
fectiveness, learning 24/7 
anywhere, and easy tacking 
of progress as well as discreet 
learning.

She explained that the 
net premium was due to 
better-earned premium ratio 
in both brought forward and 
the period under review.

The chairman also said 
the profit before tax rose 
by 27 percent from N259.8 
million in 2014 to N328.5 
million in 2015 and that 
this increase was as a result 
of improvement in earned 
premium in the reporting 
year and 34 percent increase 
in investment income.

She said the profit after 
tax rose from N125 million in 
2014 to N280 million in 2015 
financial year and its share-
holders’ funds increased 
from N4.18 billion in 2014 to 
N4.45 billion in 2015.

A d e n i r a n  a l s o  a n -
nounced her resignation 
from the board and thanked 
the stakeholders for the op-
portunity she had to serve 
the firm.

Jide Orimolade, the man-
aging director said progress 
was made in 2015 as Law 
Union received a BBB+(NG) 
rating on claims paying abil-
ity by Global Credit Rating 
Company, a South African 
based credit rating bureau, 
which confirms the company 
as one of the top insurance 
companies in the country on 
the ability to pay claims.
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Accessing micro-credit is faster, easier 
and flexible with Social Lender

What do you 
do with so-
cial lend-
er?
S o c i a l 

Lender is an online platform 
to give access to financial 
institutions and banks to 
be able to reach certain 
demography of people who 
otherwise will not have ac-
cess to funds. It makes use 
of a unique algorithm that 
calculates and put together 
a digital fingerprint, which 
can be used to access for-
mal credit. It is just like your 
credit card system. Credit 
cards are not readily avail-
able to a large population in 
Nigeria but we have come 
up with an alternative way 
of accessing formal credit 
using social and digital 
frameworks.

Who are the specific 
people?

We are talking about 
people who are banked but 
do not have access to what 
we call the credit card. We 
are talking about people 
who need urgent money for 
emergency and will not be 
able to ask their banks for 
it. Definitely, the financial 
institutions will ask for col-
lateral and we are providing 
different collateral. With 
your digital fingerprint you 
can now access a bank 
credit.

What criteria do you 
employ when considering 
someone for credit?

We take into consider-
ation the digital print. We 
have access points, one 
being social media, we are 
including mobile data and 
we put together all of these. 
Over 70 factors go into our 
algorithm. Our algorithm 
is able to calculate what we 
call the social reputation 
score. The social reputation 
score is based on what the 
algorithm has been able to 
calculate from the users’ 
digital fingerprint. We are 
going to include machine 
learning in the coming 
months

What is the process?
What a user will typi-

cally do is- I need N10, 000 
in the middle of the night, 
because we do only micro-
lending, I will simply go on 
the platform. I will log in 
via my Facebook, Twitter 
or LinkedIn account. At the 
backend, the algorithm will 
audit and give a reputation 
score. The way it works is 
that, we are not the lender; 

we are just the platform 
that gives the access. What 
happens is that whichever 
financial institution is on 
board, I as a user can queue 
my financial institution 
and then proceed to re-
quest for cash. Every user 
can choose whatever bank 
they are comfortable with. 
The bank we have on our 
platform is Sterling Bank 
Plc. We have some major 
banks that will be coming 
on board very soon. As for 
the social reputation score 
on which the loans are giv-
ing out is a business rule for 
the financial institutions. 
Each financial institution 
agrees what social reputa-
tion score loans are to be 
given. The score ranges 
from 0 percent to 100 per-
cent. If you have a score 
from 15% upwards, you can 
access credit.

How can a user build 
social reputation score?

As you get on the plat-
form and audit is performed, 
what the audit is looking at 
is  your communication. Of 
course your account should 
have been over a year old, 
an audit would not be done 
unless the account is over 
a year old. What we do first 
is to make sure that this ac-
count is more than a year 
old. Then we look at the 
digital fingerprints. We look 
at your network and how 
many people are in contact 
with you. Basically we try to 
get as much information as 
possible. The beautiful thing 
about social lender is that 

we are a community-based 
platform. You can actually 
determine how much ac-
cess we get. You can give us 
access to your friends, your 
wall; you will choose how 
much access you will give to 
the platform. After giving all 
of that access, you still have 
a score of 10 percent. The 
next is to introduce some-
one as a social guarantor. 
What the social guarantor 
does is to digitally guarantee 
your loan. No social guaran-
tor can guarantee all the 
money; it has to be spread 
among different people. 
Like we said, we are mak-
ing communities depend 
on each other and trust 
each other. We are bringing 
the financial institutions 
and communities together. 
When you add up social 
guarantor unto the plat-
form, automatically your 
score will improve. With 
a social guarantor you are 
more than likely to access 
your credit.

Do you often deal with 
issues concerning privacy?

The truth is that you have 
to give us access. You log on 
to the system and there are 
terms and conditions you 
are meant to read and ac-
cept. We do not violate your 
privacy. We give you the box 
and you tick to grant access 
to social lender.

Is the platform open to 
small businesses?

We will definitely get 
there someday. The plat-
form is relatively new; we 
are just over a year now. 

We want to be able to un-
derstand the system better. 
We also want to add things 
like machine learning and 
add more data point to give 
us a more robust view of 
what the demography is. To 
be honest, some SMEs are 
already there. We have a 
lot of testimonials. We have 
feedback. We are able to see 
what users want to use the 
money for and we have veri-
fied testimonials- people 
who have actually started 
businesses like a recharge 
card business. Whatever 
N10, 000 can do for you. 
We are looking to increase 
the maximum limit that 
will be dependent on a lot 
of factors.

How quick is it?
Honestly from the point 

of application, typically ten 
minutes. The only thing that 
will lengthen the time will 
be for first time users. Dur-
ing registration we need to 
be able to get your details, 
your bank account and so 
on. The registration process 
might typically depend on 
how fast the customer is, 
one hour. Subsequently you 
can just send SMS, USSD 
and 5 other channels to 
access cash after getting a 
reputation score

What role does the 
guarantor play in the case 
of a bad loan?

There is a message we sent 
to you clearly defining what 
a guarantor is. Should any 
default happen the guarantor 
bears some of the burden. 
There are two people, there 
is the social guarantor and 
there is the social referee. The 
social referee simply says, “I 
know this fellow, I have no 
obligations whatsoever.” For 
the social guarantor, in case 
he does not pay the money 
“I am willing to stand surety 
for him.”

What is the interest 
rate?

The interest rate is largely 
dependent on the financial 
institution that is involved. 
Sterling Bank will do about 
ten percent. Most financial 
institutions will do between 
five percent and ten percent. 
It is a business rule and it 
depends on how they want 
to go about it.

Have you had a default?
One amazing thing about 

the social lender is that we 
have able been to manage 
our default rate to at least 
five percent.
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Vicampro Farm Limited, a 
local firm, in partnership 
with BlackPace B.V. and 

Kiremko B.V, has said it was de-
termined to halt Nigeria’s impor-
tation of French fries and potato 
flakes which currently accounts 
for 90 percent of the country’s 
domestic consumption and 
consequently save about $200 
million which goes into such 
importation every year.

Olusegun Paul Andrew of the 
Paul Andrew Group, who works 
with BlackPace in the Nether-
lands and Switzerland, disclosed 
this during a chat with a select 
group of journalists in Lagos.

The Federal Ministry of 
Information and Culture 
says it will soon kick-start 

a tour of sites across the country 
to asses their potential as tour-
ists’ destinations.

 Lai Mohammed, lnforma-
tion Minister and supervising 
Minister for Tourism, who dis-
closed this in Lagos, stressed 
the Federal Government’s com-
mitment to developing local 
and international tourism.

``We are visiting the various 
sites to assess them to see what 
could be done between the 
federal and the states.

``We need to encourage the 

Availability of accurate 
data and technology has 
been identified as major 

tools to boost businesses during 
economic recession. The Chief 
Executive Officer of Terragon 
Group,   Elo Umeh, who said 
this in his opening remark at 
the second edition of Terragon- 
Lagos Business School (LBS), 
breakfast forum spoke about 
the need to making data work 
for marketing activities. 

    The theme of the forum 
was; “Smart cities: Strategic 
positioning in the time of re-
cession”.

Shell Companies in Nigeria 
(SCIN) have emerged Best 
Exhibitor at the 2016 Nige-

ria Annual International Con-
ference and Exhibition (NAICE) 
of the Society of Petroleum En-
gineers (SPE) which was held in 
Lagos August 2 -4. The trophy 
for the top prize was handed out 
at an award night to round off 
the conference, during which 
a Petrophysicist with Shell’s 
deep water subsidiary, Shell 
Nigeria Exploration and Pro-
duction Company (SNEPCo), 
Itua Osazua, also clinched the 
prize for Best Technical Paper. 
Mr. Osazua’s presentation was 
on how to identify, characterise 
and optimise production in less 
developed oil-bearing sands in 
deep water.

In addition, Shell Compa-

 According to Andrew, an 
investment banker and inves-
tor, who brokered the deal, the 
venture will also create multiple 
jobs for Nigerians.

 “Whilst making Nigeria a 
robust Agric economy, we are 
lending support to government’s 
economic blueprint for a sustain-
able and diversified economy. 
The Vicampro Farm project will 
add about 50,000 jobs into the 
economy and also increase eco-
nomic activities in the retail end 
of the economy,” he said.

 Andrew said that Vicampro 
currently owns 7,500 hectares of 
land in Manchok, Southern Ka-
duna, and another 800 hectares 
in Plateau State, adding that the 

private sector and other stake-
holders to invest in the sector,’’ he 
told tourism journalists at a brief-
ing attended by stakeholders.

According to him, the coun-
try is endowed with abundant 
tourist sites that can be de-
veloped to attract local and 
international tourists as part of 
efforts to boost the economy.

Mohammed said identified 
viable tourist sites would be list-
ed for private sector develop-
ment, while local governments 
would also be encouraged to 
also invest in some of them.

The minister noted that the 
development of tourism was 

  According to Umeh in a 
statement   “The value of mar-
keting technology lies in what 
it enables — a customer’s ability 
to engage with a brand wherever 
they are and the platform they 
favor at that moment. To earn 
customers’ trust in your brand, 
you need to leverage data. Tap-
ping into the power of data and 
mobile enables businesses take 
marketing beyond awareness 
and lead generation to driving 
sales and conversions.”

 According to him, this year’s 
topic was set to engage par-
ticipants on the conditions in 

most interesting aspect of the 
venture is the potato processing 
plant being built by Kiremko B.V. 
in Manchok.

 “We also have a potato pro-
cessing plant to be set up in Man-
chok, which is going to sit on 5 
hectares of land. This is the most 
interesting aspect of the project 
because the plant is going to be 
the largest potato processing 
plant for French fries and potato 
flakes in Nigeria and West Africa 
Sub-region. It’s aimed to be one 
of the largest in Sub-Saharan 
Africa producing between 40,000 
and 60,000 tons annually with a 
capacity of 5,000kg per day, for 
local consumption and regional 
export,” he said.

private sector-driven in parts of 
the world with the government 
only to provide the enabling 
environment for it to thrive.

He assured that the federal 
government would create the 
enabling environment needed 
for the growth of the industry 
including legislations, infra-
structural development and 
easy access to fund.

Mohammed said the state 
governments would be en-
couraged to also develop their 
tourist sites to provide employ-
ment for the people particularly 
women.

(NAN)

which a megacity like Lagos 
can help drive innovation, har-
ness the value of the millions 
of mobile connections in the 
metropolis by using the power 
of data and technology for ef-
ficiency in a time of recession.

Guest speakers for the event 
were   Ramon Ferrer, a former 
Deputy CIO and former Smart 
City Director of the Barcelona 
City Council and Joan Enric 
Ricart, a Professor of Strategic 
Management and Chairman 
of the Strategic Management 
Department at the IESE Busi-
ness School.

of the awards night.
Okunbor,  who was repre-

sented at the awards night by the 
General Manager Development 
(Onshore),  Goke Akinrinmade 
described Shell’s participation 
as part of the companies’ sup-
port for the growth of the in-
dustry and indigenous capacity 
development.

Speaking on the conference 
theme of transparency in the oil 
and gas sector,  Okunbor said, 
“Transparency remains a critical 
behaviour that can secure the 
future and stability of this key 
sector of the economy. This will 
not happen by chance or wishful 
thinking. It requires actions and 
commitment from all stakehold-
ers, government and the private 
sector as well as individual 
companies and professionals.”

Vicampro aims to save Nigeria $200m FX 
through local potato production

Accurate data, technology major tools to boost 
businesses during recession says Terragon CEO

Shell emerges Best Exhibitor at 2016 SPE conference

…Signs $45m MoU with 2 foreign firms

Ministry commences nationwide 
tour of tourist sites soon

L-R: Tolulope Adewole, executive director operations of PathCare Laboratories; Gbemi Olateru-Olagbegi, 
program director of Naija FM;  Ganiu Quadri, sole administrator of Alimosho LCDA, and Olusegun Padoye, 
agency manager of Leadway Assurance, at the 2016 Doctors On Air Medical Mission held over the weekend 
in Alimosho LCDA, Akowonjo, Lagos.

L-R: Remi Oni, executive director, corporate banking, First Bank Limited; Mitchell Elegbe, GMD/CEO, 
Interswitch Group; Adesola Adeduntan, MD/CEO, First Bank Limited, and Charles Ifedi, divisional chief 
executive officer, consumer segments, Interswitch Group, during the courtesy visit by Interswitch Group 
at the bank’s head office in Lagos.      Pic by Pius Okeosisi.

George Mawadri, Etihad Airways’ general manager, Nigeria, (l) presents Agharese Emokpae, winner of 
the first season of The Voice Nigeria, with her tickets to Abu Dhabi by Etihad Airways.

Seated L-R: Amaka Andy-Azike, Managing Director & Chief Executive Officer, Fidelity Pension; Christopher 
Ezeh, Chairman, Fidelity Pension; Onome Olaolu, Fidelity Pension Shareholder; Ik Mbagwu, Fidelity Pension 
Shareholder, and others, during Fidelity Pension Managers Limited Annual General Meeting
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ZEBULON AGOMUO

nies received three Sponsor-
ship awards while eight staff 
got Service awards. The awards 
demonstrate a strong Shell 
participation at the 2016 SPE 
conference at which 32 techni-
cal papers were delivered by 
Shell staff, constituting 35% of 
all such presentations.

“Our participation is a re-
inforcement of the thought 
leadership position of Shell 
Companies in Nigeria and 
proves the commitment of 
our staff to self-development, 
professional affiliation and the 
overall growth of the oil and gas 
industry,” said   Osagie Okun-
bor, Managing Director of The 
Shell Petroleum Development 
Company and Country Chair, 
Shell Companies in Nigeria, 
while reacting to the outcome 
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Stories by 
HOPE MOSES-ASHIKE

BANKING

Godwin Emefiele, CBN, governor

Offering a 
brighter future 
to over 250,000 
clients for the 

past 8 years by providing 
them easy access to vari-
ous financial products 
and services that include 
savings, loans, micro-
insurance and e-com-
merce, and economical-
ly empowering them to 
actualise their dreams of 
a brighter future, Accion 
Microfinance Bank has 
grown in all facets from 
being a state MFB to get-
ting a national license 

Providing access to financial products 
to 250,000 Accion MfB customers

L
ast Friday, Fitch, 
a rating agency 
based in Lon-
don affirmed the 
national rating 

of eight Nigerian deposit 
money banks.

The banks include First 
Bank of Nigeria (FBN), 
United Bank for Africa 
(UBA), Fidelity Bank (Fi-
delity), Diamond Bank 
(Diamond), First City 
Monument Bank (FCMB), 
Union Bank (Union) and 
Stanbic IBTC Bank (SIBTC) 
and Bank of Industry (BOI) 
as well as the bank hold-
ing company Stanbic IBTC 
Holdings (SIBTCH).

With this development, 
Godwin Emefiele, gover-
nor of Central Bank of Ni-
geria (CBN) positions that 
Nigerian banks are ‘safe 
and sound’, has come to 
limelight, industry watch-
ers said.

Emefiele had at the last 
Monetary Policy Commit-
tee (MPC) meeting said 
strategic health of the bank 
is strong. Naturally, when 
economists face global 
shock like the entire world 
economy is facing today, 
financial institutions will 
have their own share of 
that squash. No doubt 

criteria change and rating 
action, Fitch has recalibrat-
ed the National Rating scale 
for Nigeria. As a result, the 
National Ratings for these 
banks are affirmed, as there 
is no change in their rela-
tive creditworthiness.

The National Rating of 
UBA is based on its stan-
dalone creditworthiness 
and is also underpinned 
by potential sovereign 
support. The National Rat-
ings of FBN, Fidelity, Dia-
mond, FCMB and UBN are 
based on potential sover-
eign support given their 
systemic importance. The 
National Ratings of SIBTC 
and SIBTCH are based on 
the probability of support 
from their parent, Stand-
ard Bank Group Limited 
(SBG; BBB-/Stable). SBG 
has a majority 53.2% stake 
in SIBTCH, which in turn 
owns 100% of SIBTC. 
Fitch believes that SBG’s 
support would extend 

equally to both the bank 
and the holding compa-
ny. The National Ratings 
of BOI are driven by po-
tential sovereign support 
reflecting its 99.9% state 
ownership, its policy role 
and the bank’s strategic 
importance to Nigeria’s 
economic and industrial 
development.

What the CBN will need 
to do is to monitor the Nige-
rian banking system, moni-
tor the activities of director, 
shareholders, members of 
management of the Nigeri-
an banks and when we find 
that we are not happy with 
the dealings or activities of 
some shareholders, or that 
directors have undermined 
their positions to the detri-
ment of that bank, we will 
take action by removing 
that management, director, 
or shareholder and see to it 
that he does not by his ac-
tivities precipitate a distress 
in that bank,” Emefiele said.

Confirming Emefiele’s stance on ‘safe 
and sound’ with rating of 8 banks

there has been weakening 
in capital adequacy ratio, 
liquidity and NPL but not 
to the extent that it creates 
any panic or worry to any-
body, or any stakeholder 
in the Nigerian banking 
industry. I seize this op-
portunity to say that the 
strategic health of the Ni-
gerian banking or financial 
institution remains strong 
at this time. There is no 
need for anybody to begin 
to panic or worry that any 
bank is in distress.

The rating actions follow 
Fitch’s downgrade of Nige-
ria’s Long-Term Local Cur-
rency Issuer Default Rating 
(IDR) to ‘B+’ from ‘BB-’, as 
a result of which it is now 
equalised with the Long-
Term Foreign Currency 
IDR.

Following the sovereign 

Kayode Akinkugbe, Managing Director and CEO of FBN 
Merchant Bank Limited

two years ago.
Many clients have nu-

merous testimonies of 
how their partnership with 
the bank has helped them 
become financially inde-
pendent and enable them 
provide financial support 
for their families.

“One of the things I ap-
preciate about Accion MfB 
is the effort they put into 
communicating effectively 
with their customers, Tolu-
lope Olufelo, a two-time 
best loan customer of the 
year who started her rela-
tionship with the bank in 

2010 said.
According to Olufelo, 

who is a customer of the 
bank’s Oke Arin branch, 
her clothing business has 
not just grown in sales 
volumes with an increase 
in the number of shops 
in Lagos, she has also ex-
tended the boundaries 
of her business influence 
across three continents 
through her relationship 
with the bank.

Bunmi Lawson, manag-
ing director/CEO said the 
bank’s effort in inculcating 
savings culture in its cus-

2014.
With this, the total 

loans disbursed by the 
bank from inception stood 
at N46.56 billion at the end 
of December 2015.

Patrick Akinwuntan, 
chairman of the board of 
the bank, noted that in-
novation and the use of 
technology which has 
helped Accion Microfi-
nance Bank Limited at 
more efficient levels will 
be leveraged on in the fi-
nancial year 2016 to en-
able it continue to serve 
its customers better.

In Association
 with

shareholders funds grew 
to N3 billion in 2015 from 
N2.6 billion in 2014, rep-
resenting a growth of 16.9 
percent.

Accounts Base of the 
bank increased by 47.8 
percent from 150,321 in 
2014 to 222,158 accounts 
in December 2015. The 
bank’s active borrowers 
grew by 27.9 percent to 
43,788 in December 2015 
from 34,245 in 2014.

Total loans disburse-
ment by Bank grew by 33.3 
percent to N13.7 billion in 
2015 from N10.3 billion in 
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tomers have started yield-
ing results with the 38 per-
cent growth from 86,665 in 
2014 to 120,000 clients.

She said during the 2015 
financial year, the bank 
successfully launched 
various new products and 
embarked on several pro-
jects to deepen financial 
inclusion and improve on 
efficiency, so as to serve its 
customers better.

The bank’s total loans 
portfolio grew by 28.1 per-
cent from N4.2 billion in 
December 2014 to N5.4 
billion in 2015 year. The 



TIAMIYU ADIO ISMAIL

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
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• Savings   
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• Managing your Tax

This is M    NEY
 A daily guide to your Personal Finance

How to save money for the things you want
ing money was a big deal 
but it doesn’t seem that 
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.

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-

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.

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: Ben-
efits between NGN10 – 50 
million *

•    Premium Plan: Ben-
efits 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



Tax functions struggle to 
facilitate compliance processes

T
h o u g h ,  t a x 
functions are 
e m b e d d i n g 
tailored solu-
tions into their 

reporting framework that 
involve new technologies, 
better data management, 
enhanced analytics, and 
improved processes; but 
they struggle to create the 
steps needed to improve 
their provision and com-
pliance processes.

Experts say enhancing 
tax reporting processes be-
gins with the development 
of a comprehensive road-
map that aligns with cor-
porate business priorities, 
Tax function objectives, 
and existing enterprise 
technology investments.

Also, tax executives 
should form a vision for 
change by discarding out-
dated notions that may 
have prevented improve-
ments in the past.

“A detailed roadmap 
that lays out an end-to-
end journey in segmented 
stages is a must to ensure 
the Tax function’s continu-
ing cycle of responsibilities 
is not disturbed” said Jeff 
Young, Vice President and 
Chief Tax Officer, GATX.

A recent report “Tax 
Function of the Future se-
ries” by PwC indicates that 
tax and finance functions 
that look beyond their 
daily tasks to re-imagine a 
strategic vision for tax re-
porting processes can bet-
ter serve themselves and 
the business as a whole.

According to the re-
port, tax functions spend 
significant time manually 

collecting, reviewing, rec-
onciling, and organising 
data, “but these opera-
tions do not enhance data 
quality.”

“This gathering process 
often relies on the email-
ing of ‘tax packages’ for 
requesting and receiving 
the required information. 
Business unit personnel 
responding to these re-
quests may not have a tax 
background, often have 
other significant respon-
sibilities in the close pro-
cess, and may not fully 
appreciate the purpose 
behind certain requests 
due to limited direction 
or training by the home 
office,” it stated.

Many tax experts spoke 
in the report. For instance, 
Brad Hearn, Vice Presi-
dent, Tax Product Man-
agement, Longview Solu-
tions said, “As the use of 
technology within the tax 
department evolves, tax 
leaders are recognising the 

IHEANYI NWACHUKWU
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value of having powerful 
reporting and analytical 
capabilities connected to 
their information. Solu-
tions that focus on auto-
mating the preparation of 
tax provisions under both 
US GAAP and IFRS (while 
also accommodating lo-
cal/statutory reporting) 
are including dynamic 
reporting engines to im-
prove analysis options and 
drive better insights from 
the data.”

Also, Jim Edwards, Di-
rector, CCH Integrator, 
Wolters Kluwer said, “The 
tax function of the future 
will have one truly inte-
grated platform support-
ing the entire tax function, 
addressing all tax types 
and all requirements for 
technology within Tax. In 
the interim, there will con-
tinue to be a multitude of 
point solutions addressing 
discrete aspects of the tax 
compliance and reporting 
process (provision, statu-

C002D5556

mental taxes.
Businesses are be-

ginning to wake up to 
the fact that they typi-
cally have no idea what 
they are paying in envi-
ronmental taxes locally, 
let alone globally.

Environmental taxes 
can be a hidden cost 
to business. They tend 
to be lost in invoices 
which never make their 

way out of the accounts 
payable department or 
never get embedded 
in the supplier’s costs. 
These costs represent 
threats and opportuni-
ties, and currently they 
are going unnoticed by 
the tax department.

…Cull from PwC re-
port “shifting the bal-
ance: from direct to 
indirect taxes”.

One of the great-
e s t  r i s k s  f o r 
b u s i n e s s  o f 

ever-increasing envi-
ronmental taxes is that 
they fall through the 
cracks, either in terms 
of compliance, or less 
than optimal manage-
ment across the busi-
ness.

Responsibility for 
these types of business 

costs (assuming they 
cannot be passed on) is 
often unclear. It can fall 
on one of a number of 
different departments.

In recent times we 
have seen ‘sustainabil-
ity’ spread from some-
thing that is managed 
separately from core 
business concerns by 
a corporate responsi-
bility department, to a 

fundamental business 
issue that needs to be 
embedded through-
out every department 
within a business.

We believe that the 
tax department has a 
role to play in manag-
ing the sustainability 
agenda and that, to do 
so effectively, it must 
work cross functionally 
with business units to 

evaluate opportunities 
for resource efficiency 
and product redesign 
on an after-tax basis.

For the tax depart-
ment, this means not 
only understanding 
its role in achieving 
the business’ sustain-
ability strategy but also 
making sure the busi-
ness is paying the right 
amount in environ-

Are environmental taxes, charges, fees and
incentives the tax department’s problem?

tory accounts, tax return, 
audit, transfer pricing).”

“Traditionally, the need 
to collect, manage, report 
on, and analyse global and 
local legal, financial, and 
other business informa-
tion has been somewhat 
unique to the tax func-
tion. However, reporting 
requirements under BEPS 
illustrate the reality that 
activities managed in the 
tax process are becoming 
more important in the 
overall legal, finance, risk 
management, and corpo-
rate secretary functions as 
well. Tax will increasingly 
be relied upon to address 
enterprise-wide risk man-
agement activities and is 
in a position to become a 
centre for data manage-
ment and reporting to 
address enterprise-wide 
needs” said Dave Shea, 
President, Corptax.  

Currently,  multina-
tional organisations are 
encountering unprec-

edented challenges in the 
global tax environment.

I m p l e m e n t a t i o n  o f 
the Organisation for Eco-
nomic Co-operation and 
Development’s (OECD’s) 
base erosion and profit 
shifting (BEPS) project, in 
particular its country-by-
country (CbC) reporting 
initiative, is driving the 
demands for increased 
transparency and expand-
ed cross-border informa-
tion reporting.

C o m p a n i e s  a re  re -
evaluating the income, 
deduction, and credit ar-
eas of their tax reporting 
processes that involve not 
only the most potential 
financial benefit, but that 
require a high level of de-
tailed data gathering and 
analysis.

“As tax reporting re-
quirements continue to 
evolve, tax profession-
als need forward-look-
ing technology that can 
keep pace with the rapid 

rate of change. The right 
tax reporting solution 
should handle every step 
of the process – collecting, 
processing, and report-
ing data in real-time and 
across global entities – so 
tax leaders can spend 
more time interpreting 
data to make informed 
business decisions”, ac-
cording to Marc Mehlman, 
head of ONESOURCE Di-
rect Tax, for the Tax & 
Accounting business of 
Thomson Reuters.

“We recognised that 
enterprise-wide change 
can be successful only if 
there is universal buy-in 
and input from all stake-
holders at the onset. By 
strategically investing 
time and resources in 
communicating the value 
and benefits of our project 
to all parties, we were able 
to create an environment 
of process improvement 
throughout the Tax func-
tion.

“Our mantra of ‘easier, 
faster, better, cheaper’ 
described not only our 
process and technology 
improvement initiative, 
but became the approach 
for our entire Tax func-
tion. Forward-thinking 
Tax executives also should 
place added emphasis on 
the process improvement 
aspects of a tax technology 
and process improvement 
strategy. By identifying the 
tax areas and processes in 
need of efficiencies at the 
start, the team is better 
able to determine what 
tax technology solution is 
the best fit”, Dennis Gupta, 
Executive Director , Tax 
Operations, Time Warner, 
Inc.



P
orts & Cargo Han-
d l i ng  S e r v i c e s 
Limited (PCHSL), 
a leading indig-
enous terminal 

operator in Nigeria and a 
subsidiary of SIFAX Group 
has announced about 50 
percent drop in the volume 
of general cargo imported 
through the terminal in 
the first half of 2016 (from 
January and June) compared 
with the first half of 2015.

The volume of container 
business operations at the 
terminal, which is located in 
the Tin-Can Island Port, also 
recorded about 10 percent 
drop in the period under 
review while the Group’s 
chains of businesses report-
ed about 25 percent volume 
decline in the first half of the 
year 2016.

“All the measuring indi-
ces for the company in the 
first half of the year stood 
at a negative point when 
benchmarked against the 
same period last year. From 
vessel operations, through-
put figures to gate activities, 
all recorded a sharp decline 
in volume,” says John Jen-
kins, group managing direc-
tor of SIFAX Group.

According to him, the 
multi-purpose terminal, 
which in addition handles 
general and project cargo, 
ended up the most badly 
affected arm of the Group’s 
business during the period 
under review.

The PCHSL boss, howev-
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Downturn pushes Ports & Cargo 
general cargo volume down 50%
Stories by 
UZOAMAKA ANAGOR-EWUZIE

Sales value of second-hand 
vessel hits 48% low in July 

The Global Shippers’ 
Forum (GSF) has per-
fected arrangement 
to seek the interven-

tion of the World Trade Organ-
isation (WTO) and the United 
Nations Conference on Trade 
and Development (UNCTAD), 
to put an end to the problem of 
illegal shipping charges in the 
global port industry. 

At the just concluded GSF 
meeting held in Colombo, 
Sri-Linka, South Asia, it was 
agreed that UNCTAD, a prin-
cipal organ of the United Na-
tions General Assembly that 
deals on trade, investment, 
and development and WTO 
that have the capacity to com-
pel international shipping 
lines and terminal operators 
to stop illegal charges in their 
countries of operation, were 
contacted to use their powers 
to effect the needed changes 
in the global port industry.

Chris Welsh, secretary gen-
eral of GSF, who noted that 
illegal surcharges at the port 
have been affecting interna-
tional trade negatively, also 
said that the Forum aims to 
end the collection of such 
charges from shippers by the 
year 2020 through a series of 
actions, which will expose 
the scale and injustice of the 
practice to world trade bodies.

“Our campaign will expose 
the extent of surcharging and 
make it an issue in future 
trading agreements. We are 
determined to end these prac-
tices and restore visibility to 
shipping rates and confidence 
to shippers,” Welsh assured.

Sunny Ho, an executive di-
rector in the Hong Kong Ship-
pers’ Council, who said that 
terminal handling charge in 
his country was the highest in 
the world, pointed to the fact 

Global shippers unify to end illegal 
shipping and terminal charges at ports

er, believed that the recently 
introduced monetary and 
economic policies by the 
Federal Government espe-
cially the relaxed foreign 
exchange regime will turn 
the nation’s business envi-
ronment for the better in the 
second half of the year.

“We expect that the sec-
ond half of the year will be 
friendlier and more condu-
cive compared with the first 
half. The signs are already 
showing and SIFAX Group 
intends to increase its mar-
ket share with an aggressive 
marketing strategy, which 
will ultimately bring in new 
clients. We expect to see 
a recovery from the sharp 
decline in our business vol-
ume, he projected.”

On the challenges that 
affected the company’s busi-
ness in the period under 
review, Jenkins listed the in-
ability of potential importers 
to source foreign exchange 
as one of the factors that 
have greatly affected the 
firms’ potential custom-
ers and importers, which 
resulted to volume decline.

“Power is also a big chal-
lenge such that we solely 
rely on diesel to power all 
our heavy equipment and 
generators for 24 hours op-
eration. This has greatly 
increased the cost of doing 
business and has drastically 
reduced our profit margin,” 
The SIFAX GMD noted.

He further noted that the 
deplorable condition of ac-

cess roads to the ports also 
created a source of worry 
to the stakeholders in the 
industry, therefore, we ap-
peal to the federal govern-
ment to urgently address the 
aforementioned challenges 
for the overall good of the 
economy.

“Apapa access roads are 
currently in a sorry state 
and these roads were con-
structed over 40 years ago 
with a particular life span. 
It is quite painful that from 
the time these roads were 
constructed till date, there 
has not been any serious 
repair or maintenance on 
them,” lamented, Moham-
med Bulangu, acting man-
aging director of Ports and 
Cargo Handling Services 
Limited (PCHSL).

According to him, ter-
minal operators on their 
part have been involved in 
doing a lot of Corporate So-
cial Responsibility (CSR) by 
putting asphalt and others to 
fill portholes as a palliative 
measure that would make 
the roads motorable.

“Road construction is 
not embedded in our con-
cession agreement with the 
federal government as the 
responsibility of the con-
cessionaires. Construction 
of Apapa road is not a small 
project because looking at 
the Apapa-Oshodi Express-
way from Liverpool Bridge 
down to the Coconut Bridge 
(towards Mile 2 axis) needs 
a total rehabilitation includ-

ing the inbound axis of the 
road to Apapa,” Bulangu 
explained.

While urging the federal 
government to do something 
soon to solve the problem 
of the road, he bemoaned 
the attitude of trucks and 
tanks that park indiscrimi-
nately on the road. “The 
road is meant for vehicular 
movement but it has been 
turned into parks for trucks 
and tankers awaiting ac-
cess into the port and tank 
farms, and this gives rise to 
the depression on the road. 
This is where the regulatory 
agencies need to come in to 
ensure that nobody parks 
indefinitely on the road.”

SIFAX Off-Dock Nigeria 
Limited, a subsidiary of the 
Group in charge of inland 
container depot, on the other 
hand, recorded an improved 
business performance for 
the period under review 
54.11 percent increase in 
container volume.  The off-
dock business, which has 
three terminals at Okota, 
Trinity, and Ijora, recorded 
improved performance due 
to the deployment of tech-
nology, efficient systems and 
motivated workforce.

SIFAX Haulage & Lo-
gistics Limited announced 
about 20 percent decline in 
volume within same period, 
despite signing new busi-
ness deals with some new 
clients like Fatoum Logis-
tics, Lilypond Containers 
and APMT, Kano. 

that charges like ‘Amendment 
for the Manifest’ has risen to 
$250, and the documentation 
charges has almost doubled in 
recent time.

To him, freight forwarders 
charges also need to be regu-
lated because it has become 
unfortunate that not much 
action has been taken to check 
the activities of Customs bro-
kers and freight forwarders.

Azuka Ogo, head of Nige-
ria’s delegation to the forum, 
disclosed that terminal op-
erators and shipping lines 
in Nigeria sued the Nigerian 
Shippers Council due to its 
decision to stop some of their 
charges.

Blaming illegal charges for 
the diversion of Nigerian cargo 
to ports in the neighbouring 
countries, Ogo added that the 
Shipping Line Agency Charges 
(SLAC), collected by shipping 
liners, is one of the charges in 
contest that does not relate to 
any service rendered by ship-
ping liners operating in the 
Nigerian ports.  

In his view, Jonathan Ni-
cole, president, Shippers As-
sociation Lagos State hinted 
that his members were very 
much worried because of the 
activities of the providers of 
shipping services in Nigeria.

He disclosed that many big 
agencies, including shipping 
agencies that observe trade 
laws in other countries, find it 
difficult to do same in Nigeria.  
He said Nigeria has lost about 
70 percent of her cargoes to 
neighbouring countries as a 
result of high cost of doing 
business.

Nicole urged the GSF to 
continue with its campaign to 
end sharp practices affecting 
trade all over the world, par-
ticularly in Africa.

The sales value of the 
second hand vessel 
dropped by 48 percent 
to a total of $1.6 billion 

in July 2016. This is lower than 
the $3.1 billion spent on the 
acquisition of second-hand 
vessels in the same month in 
2015, reveals Vessels Value.

According to VesselsValue, 
the sale of bulker and tanker 
were down 13 percent, while 
the largest drop was seen in 
the container sector where 
only two sales were concluded 
compared to 31 in July 2015.

Also, it was discovered that 
the bulker sector saw the largest 
number of sales as 44 vessels 
worth $450 million were sold 
during the month, followed by 
the tanker sector that had 41 
sales valued at $1.1 billion.

Only 12 new building or-
ders for six tankers, five con-
tainerships and one bulk car-
rier were placed in July 2016, 
showing a significant drop 
from July last year when 79 
tankers, 82 containerships and 
26 bulkers were ordered.

For VesselsValue, mod-

… as container business declines by 10%
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ern bulker values were strong 
throughout July, with Pana-
maxes showing the greatest 
rise, older tonnage remained 
fairly constant but there were 
slight decreases within older 
Supramax vessels.

Also, the crude spot market 
softened further over the past 
months with VLCC, Suezmax 
and Aframax TCE estimates all 
coming close to hitting 2-year 
lows. On the other hand, bulker 
demolition sales increased by 
10 percent in July 2015, how-
ever, the total on water bulk 
fleet increased by 2 million 
deadweight tonnage (dwt0 
during the month as 3.2 mil-
lion dwt were delivered while 
1.2 million dwt were scrapped.

The report added that a com-
bination of low charter rates, 
over-supply of tonnage and the 
widening of the Panama Canal 
has seen an increase in the num-
ber of container vessels sent for 
demolition, 25 percent of those 
sales are vessels built 2000-2002, 
indicating some owners are 
not willing to put these vessels 
through their third special survey.

Saheed Lasisi, general manager, SIFAX Haulage and Logistics; Mohammed Bulangu, acting managing director, Ports 
and Cargo Handling Services Limited; John Jenkins, group managing director, SIFAX Group; Fola Rogers-Saliu, ex-
ecutive director, human resources and administration, SIFAX Group, and Oliver Omajuwa, general manager, SIFAX 
OffDock, at the SIFAX Group mid-year press parley, recently in Lagos.



F
armers and 
stakeholders in 
the agricultural 
value chain 
have failed to 

maximise the inherent 
benefits in taking up in-
surance for their crops 
and businesses due to 
lack of awareness, experts 
from Sahel advisory ser-
vices have said.

In a report on ‘Key 
constraints and mitigat-
ing strategies to improve 
stakeholder involvement 
in the agricultural insur-
ance space’, Sahel Adviso-
ry Services observed that 
farmers and agribusiness-
es are unaware and have a 
limited understanding of 
the benefits of insurance 
in managing risks. In ad-
dition, they do not believe 
they will receive compen-
sation for losses incurred.

They, however, suggest 
that in order to build trust 
among farmers and agri-
businesses, insurance 
providers must develop 
products that are easy for 
the users to understand 
and will leave little room 
for misinterpretation. In 
addition, insurance pro-

Why agric insurance potential 
is not being maximised

INSURANCETodayE-mail: insurancetoday@businessdayonline.com

Stories by 
MODESTUS ANAESORONYE

viders should organise ex-
tensive training sessions 
to educate users on the 
importance of using vari-
ous insurance products 
for risk management, the 
experts stated.

They also argue that 
infrastructure such as 
feeder roads and proper 
communication facili-
ties are required to fa-
cilitate prompt claims 
reported by farmers to 
ensure the assessment 
of losses by the appro-
priate authority

Leveraging technology 
solutions, they said in-
surance providers should 
partner with mobile pro-
viders to leverage existing 
networks to farmers. “Fur-
thermore, they can also 
work to identify aggrega-
tors that work with large 
group of farmers that will 
benefit from insurance.”

Access to credit, they 
observed, is critical in 
building capacity for the 
farmers and motivations 
for insurance cover. “Ag-
ricultural insurance is 
costly for both farmers 
and insurance compa-
nies. Most of the farm-
ers knowledgeable about 
insurance products are 
unable to access it due to 
lack of funding.”

Bundling insurance 

products with credit 
and input suppliers will 
be of immense benefit 
to building the value 
chain. Insurance pro-
viders should partner 
with stakeholders such 
as MFIs and commercial 
banks that lend to clus-
ters that would benefit 
from such partnership.

On poor data manage-
ment, they argued that in 
order to compute premi-

L-R: Jide Orimolade, Law Union & Rock Insurance managing director/CEO; Adenike Adeniran, former chairperson, company secretary; Stanley 
Chikwendu and Remi Babalola, newly appointed chairman at Law Union & Rock Insurance plc at 47th AGM, held in Lagos.

Capital Express delivers strong top 
line on back of focused growth plan

ums and pay indemnities, 
insurance providers re-
quire up-to-date informa-
tion on farm operations, 
particularly crop yields 
and losses from natural 
disasters. Most farmers do 
not have this information 
and this makes it difficult 
for insurance providers to 
adequately assess claims.

Encouraging data 
management, it said, 
“Depending on the spe-

cific insurance product, 
insurance providers will 
need to educate farmers 
on the adequate methods 
of recording crop yields 
and losses. In addition, 
product users require ad-
equate technology to en-
hance the data manage-
ment process.

For the public level in-
surance scheme, products 
are offered at a subsidised 
rate while private level in-

surance products are fully 
commercial. Creating 
synergies between private 
and public level insurance 
schemes will help the sys-
tem.

“A collaborative effort 
is required by both par-
ties in order to promote 
the importance of agricul-
tural insurance and target 
a large majority of farm-
ers and agricultural busi-
nesses.”

Capital Express As-
surance Limited 
said its gross pre-
mium rose from 

N1.9bn in 2014 to N4.9bn 
in the 2015 financial pe-
riod.

The Chairman of the 
company, Ademola Ad-
enuga, disclosed this dur-
ing the firm’s 15th annual 
general meeting in Lagos.

He also said that its 
investment income and 
profit before tax increased 
by 70 per cent and 243 per 
cent, respectively.

“The company more 
than doubled its top line 
from the previous year,” he 
said. According its finan-
cial report, the company’s 

net claims expenses rose 
from N1.4bn in 2014 to 
N1.8bn in the 2015 finan-
cial period, while its profit 
before tax rose from N16m 
to N54.8m in the year un-
der review.

Adenuga said that the 
company’s key drivers be-
hind the financial success 
were its focused growth 
plan and a culture of high 
performance.

He said that the desire 
to deliver superior cus-
tomer service had con-
tinuously driven it to push 
the limit of service inno-
vation and that its service 
delivery was centered on 
its core value of excellence.

The chairman said that 

it was aware of future chal-
lenges and the difficult 
terrain but that it would 
be diligent in realigning 
its strategies to harness 
emerging opportunities in 
the market.

He said that the value 
chain of its traditional 
strength in its corporate 
business would be fully 
exploited to impact on the 
retail business production 
and its newly acquired 
technology platform 
would be optimised to 
drive its operations.

“Our modest achieve-
ment in 2015 provides us 
the confidence to scale 
even greater heights in the 
years ahead,” he said.

LR: Emeka Dibia, CHRO, FBNInsurance, Aro Sanya Adeboye, Account Officer, Jakinminis Limited, Johan 
Schalkwyk, COO, FBNInsurance and Elizabeth Agugoh, Head Marketing & Corporate Communication, 
FBNInsurance during a cheque presentation in support of the Dress a Child for School Project held 
recently at FBNInsurance Head Office.
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Government will benefit more when 
insurance business thrives – Kola Adedeji

Niger Insurance has 
been able to sustain 
its dividend payment 
policy despite the harsh 
economic environment, 
what has been the driv-
ing spirit?

T
o every com-
pany, you have 
i m p o r t a n t 
s t a k e h o l d -
ers. One, the 

people that have put this 
company together and 
given us the opportunity 
to run it, and these are 
the shareholders. They 
are very important. An-
other set of important 
stakeholders to us are the 
employees. We also have 
the customers and the 
government. When you 
talk about the customers, 
you talk about a subset of 
the society. So you have to 
also consider the society 
and this is where Corpo-
rate Social Responsibility 
comes in. We don’t give 
money to the sharehold-
ers, we deliver value to 
all stakeholders including 
government in the area of 
taxation, and giving back 
to the society through 
Corporate Social Respon-
sibility. For employees, 
you have to make them 
happy so that they can 
bend and do the work.

So we have been very 
consistent in rewarding 
them over the years, be-
cause they are diverse, 
you have retirees, working 
class; you also have peo-
ple that are there for the 
purpose of growing their 
businesses.

The board considers 
these and try to maintain 
the tradition of reward-
ing them consistently. We 
try to make their reward 
unbroken over the year, 
which is the tradition we 
have decided to follow. It 
also makes them to iden-
tify with the company and 
continue to give their sup-
port.

Times are hard really 
and Nigeria has been of-
ficially declared to be 
in economic recession, 
how do we look at that 
in relation to insurance 
business and how will it 
affect the business?

To me, you know in 
economic circle, you have 
a period of boom and a 
period of bust. As a coun-

try, we had our period of 
boom when the price of 
our major source of rev-
enue, which is oil, went 
as high as $120 per barrel. 
Now, we are in recession 
and government is fac-
ing a major challenge. I 
believe that running gov-
ernment is about spend-
ing money. I believe in 
making savings but a part 
of the spending should be 
spent on infrastructure 
that can also lead to great-
er generation of income 
by the masses. 

We are in recession 
and government earn-
ing is coming down but 
government is still the 
biggest spender mean-
ing that what will flow 
from government into 
the economy is driven 
by what government has 
been able to save before 
now and what it is mak-
ing at present. But to 
cushion that effect, that 
is why we said there is 
need to empower ordi-
nary citizen but again, if 
the disposable income 
of the ordinary citizen is 
also going down because 
of one, I am not saying 
the salaries are being 
delayed, but what I am 
saying is that purchasing 
power is weakened now 
because there is also in-
flation especially if you 
look at the foreign cur-
rency exchange rate, you 
see that purchasing pow-
er has really dropped and 
if that happens, it will af-
fect insurance business. 

You know insurance 
is always last in the scale 

of preference. Because 
first, you talk about food, 
children’s school fees, 
housing etc before you 
talk about insurance. So 
it is going to present a 
lot of challenges to come 
out of it because this is a 
service, and now you are 
trying to project better 
in terms of awareness, 
creating new products. 
So I want to believe that 
it will really affect the 
industry because if you 
look at it, talk about the 
performance of the bud-
get, all of us are sitting 
on the national economy 
now that the capital vote 
is being released, about 
N248billion, and if you 
look at that, is between 
55, 60 percent of the 

budget because of the 
dwindling revenue, so 
if budget is not going to 
perform 100 percent, it 
is really going to be dif-
ficult to set target.

In the mist of this re-
cession, government is 
looking for alternative 
areas of growing the 
economy outside the 
oil and insurance is one 
of these areas targeted 
by government. This is 
because as you rightly 
said, banking industry 
has reached its peak and 
is coming down, what 
would you want govern-
ment to do to enhance 
the performance of the 
industry?

Well, let me first of all 
say that government has 
taken the right step when 
you talk about reposition-
ing the economy.

You must have read 
about the creation of 
municipal pool, which is 
meant to increase capaci-
ty to underwrite big-ticket 
businesses. Also, I want to 
believe that the local con-
tent development policy 
of the Federal Govern-
ment is doing a lot. Most 
businesses that go abroad 
before now are currently 
insured here. But we too 
must grow capacity espe-
cially as the honourable 
minister of finance was 
talking about recapitali-
sation, since your busi-
ness terms is sometimes 
a function of your capital. 

But I don’t want it to 
look like a contradiction; 
because government is 
looking at other sources of 
income other than oil and 
gas, but what they should 
look at again is their taxa-
tion. I don’t want it to look 
as if we are complaining 
but government’s taxation 
regime is not too favour-
able to attract investors 
because if you are looking 
in the direction of this in-
dustry, it means that the 
ones that are supposed 
to bring in money to grow 
the industry, the taxation 
problem is discouraging 
them.  If you have a taxa-
tion regime that is too far 
from ideal, because what 
we are paying in the in-
dustry now is different 
from what you have in the 
manufacturing sector. 

I want to believe that 
there is an error some-
where; the government 
should look into it.  I am 
not saying that govern-
ment should not collect 
tax but if it allows the 
industry to thrive, gov-
ernment will even make 
more money from the in-
dustry in the area of taxa-
tion and the industry will 
also benefit.

But like I said, the lo-
cal content policy is 
working. Our regulator 
is also trying. What they 
are doing now is to en-
sure that every company 
that is licenced is also 
participating in all these 
businesses that must be 
domesticated. It is not 
a question of whether a 
company is weak. If it is 
weak, you have not with-
drawn its licence. It is also 
not a question of whether 
a company is not paying 
claims promptly because 
you have not even com-
plained. But it is good to 
allow everybody that is so 
licensed to thrive. So, that 
is what the regulator is do-
ing to ensure that there is 
a spread. 

As you know, insur-
ance business is all about 
sharing of risk. Again if 
that happens, you can 
be sure it will reduce un-
bridled competition. For 
instance, if company A 
knows that company B is 
stronger, what will hap-
pen is that it will allow 
company B to bid espe-

cially in oil and gas, with-
out necessarily bringing 
down the rate knowing 
full well that whether you 
like it or not at the end of 
the day, the bidding com-
pany cannot carry the risk 
alone. You must get your 
share of the business. 

A larger chunk will still 
go out going by the struc-
ture we have on ground 
now, majority go off shore 
so there is no point charg-
ing low risk in order to 
get the business. So from 
what they have done now 
really, there will be a fair 
spread and again every 
company has been so 
recognised and that will 
enable many companies 
to grow. Because you can 
only grow if you are taking 
in more and more busi-
nesses and gain experi-
ence on whatever class 
of business you are un-
derwriting. After gaining 
experiences, you can now 
have capacity ad begin to 
underwrite bigger ticket. 
Like I said, all we are see-
ing now is a passing phase 
of all the pains we are go-
ing through and I know 
insurance will be better 
for it at the end of the day.

 Are you saying that 
the municipal pool will 
stop all the negative 
practices going on in the 
industry like rate cut-
ting, unhealthy competi-
tion?

Yes, I want to believe 
so because we have pools 
in the past, which is help-
ing us to conserve busi-
ness within each other. 
Whether you like it or not, 
all of us combine, cede 
all the capacity together 
to underwrite big busi-
nesses- this is what is 
happening in the oil and 
gas business now despite 
the recession. Because I 
believe that the price of 
oil is stabilising and I am 
sure it will also get back 
to a point where it will 
also enable more inves-
tors to go back to the risk 
because now they don’t 
want to go back to the 
high sea but as it is now, 
all these gluts are being 
addressed. As the presi-
dent has said, if you can 
produce little at higher 
price, why do you want to 
produce more and sell at 
a lower price?

Nigerian insurance industry is facing a difficult tax system that is eating up its growth prospect, which if addressed would 
position the sector on the part of growth and value creation. Kola Adedeji, managing director/CEO, Niger Insurance Plc 
in this interview with a select journalist after the Company’s Annual General Meeting in Abuja, said the industry has a 
lot of potential, but must be supported to grow by all stakeholders. Excerpts

Kola Adedeji
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I don’t want it to look as if we are 
complaining but government’s 

taxation regime is not too favorable 
to attract investors because if you 

are looking in the direction of 
this industry, it means that the 

ones that are supposed to bring in 
money to grow the industry the 
taxation problem is discouraging 

them
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CPS: Guaranteed system with lots of benefits

Since the contribution into 
the Retirement Savings Accounts 
is the property of the individual, 
he or she is no longer at the mer-
cy of government and is assured 
of regular payment of benefits.

Transparency
The scheme promotes trans-

parency because it is a require-
ment that PFAs publish their 
rates of return, regular state-
ments of contributions, earnings 
and annual audited accounts.

Robust Monitoring 
The scheme entails the estab-

lishment of the National Pension 
Commission (PenCom) to regu-
late, supervise and ensure the ef-
fective administration of pension 
matters in Nigeria. The Commis-
sion will ensure the safety of the 
pension funds by issuing guide-
lines for licensing, approving, 
regulating and monitoring the 
investment activities of Pension 
Funds Administrators.

Separation of PFA from Cus-
todian

Although they both deal with 
pension fund assets, the func-
tions of the PFA and Custodian 
are so clearly delineated that it 
is difficult for either to misuse 
the pension funds assets to the 
detriment of the contributor. At 

no time will the PFA have the 
custody of contributions of the 
employee. The contributions go 
directly from the employer to the 
Custodian. On the other hand, 
the Custodian will not invest the 
pension assets except at the or-
der of the PFA.

Nearly every organisation is 
eligible

The law provides that organ-
isations with three or more staff 
are eligible to establish a pen-
sion scheme for their staff.  It is a 
violation of the law not to do so. 
It is a right of every employee to 
be paying pension contributions 
while in active employment.

Vehicle for additional savings
The Retirement Savings Ac-

count can also accept additional 
voluntary contribution from the 
employee apart from statutory 
contribution of 8 percent by the 
employee. This can be arranged 
with the employees’ accounts or 
admin departments for inclu-
sion into the payroll. 

No Investment Risk
A big advantage of this pen-

sion plan is that it’s heavily pro-
tected from investment risks. 
You won’t see a drop in your 
retirement benefit. Even if your 
employer goes bankrupt, your 
pension is still safe. 

Payments for Life
When you reach retirement, 

your pension plan will give you 
monthly payments for the rest of 
your life. It’s as if you’re still get-
ting paid by the company even 
though you’re no longer work-
ing.

Currently around six million 
workers in the formal sector 
have opened RSAs, in a country 
where the working population is 
over sixty million which means 
that nine out of ten workers are 
not taking advantage of this op-
portunity to save for their retire-
ment.

It’s time for more employees 
to engage their employers to join 
the pension bandwagon as the 
benefits of registering all em-
ployees in the current pension 
scheme in Nigeria will be of ut-
most benefit to both parties. Em-
ployers will get more committed 
employees due to the addition 
of this benefit as their morale 
will be increased. Pension enrol-
ment is definitely a win-win for 
both sides.

W
hether you like 
it or not, you 
are sure to retire 
one day. A time 
will come when 

you are not expected to work 
long hours trying to make ends 
meet. As one gets older, age be-
gins to catch up and by the time 
we attain the age of fifty year up, 
we are already in the retirement 
phase of life where we are ex-
pected to do much less.

Planning for one’s retirement 
should not be delayed because it 
is a period one needs to be com-
fortable. This is the time one is ex-
pected to survive on what one has 
kept, saved or invested. As a mat-
ter of fact many personal finance 
experts opine that a retired per-
son must ensure that retirement 
does not bring substantial life-
style changes, where one begins 
to live on less than what one was 
accustomed to. You must plan 
for your retirement right from the 
first day you start work.

Now the Contributory Pen-
sion Scheme (CPS) already in 
place in Nigeriais one vehicleto 
effectively plan your retirement. 
According to Wikipedia.com, 
“A pension is a fund into which 
money is added during an em-
ployee’s employment years, and 
from which payments are drawn 
to support the person’s retire-
ment from work in the form of 
periodic payments.” Please find 
below range of benefits on why 
you need to sign up for the CPS 
today:

It’s saving towards your fu-
ture

You will require resources to 
navigate through life even in re-
tirement. Enrolling in a pension 
scheme enables one to start put-
ting money aside in a special ac-
count towards retirement. While 
retirement might seem a long 
way off, you need to start tak-
ing steps towards it now as your 
earning capacity will drop as you 
get older.

These funds can hardly be 
touched before retirement

We all face challenges keep-
ing money aside, not to talk of 
keeping them till we retire. A 
pension scheme deducts a cer-
tain percentage of your earnings 
and keeps them in a Retirement 
Savings Account (RSA) which 
you can only access if you are 

fifty years old, or if you are unem-
ployed for at least four months 
then you may access twenty-five 
percent of it.

Joint contribution by you 
and your employer

Your employer is bound by 
law to contribute the equivalent 
of ten percent of your earnings, 
while your contribution is eight 
percent. This means a healthy 
eighteen percent is channelled 
towards when you can no longer 
work. 

Funds are kept with PFAs 
According to the National Pen-

sions Commission(PenCom), 
the“Pension Fund Administra-
tors (PFAs) have been duly li-
censed to open Retirement Sav-
ings Accounts for employees, 
invest and manage the pension 
funds in a manner as the Com-
mission may from time to time 
prescribe, maintain books of 
accounts on all transactions 
relating to the pension funds 
managed by it, provide regular 
information to the employees 
or beneficiaries and pay retire-
ment benefits to employees in 
accordance with the provisions 
of the Pension Reform Act 2004” 
as amended in 2014. 

Retirement funds are in-

vested
PFA’s manage your pension 

contributions on your behalf. 
They invest the monies in equi-
ties and other investment securi-
ties and assets to ensure that you 
have increased value for your 
contributions when you retire.

Portability
There’s nothing to fear or 

worry about when changing 
employment. It’s as simple as 
your current employer stopping 
contributions which can then be 
taken up by your new employer.

Easy access to information 
from your PFA

PFAs provide online and of-
fline tools to enable you gain 
access to all the information 
regarding your funds and their 
present values so you can easily 
get abreast of your pension situa-
tion. They provide every deposi-
tor with a Personal Identification 
Number linked to their accounts.

Tax Exemption
The current Pension Reform 

Act 2014 clearly mentions that 
any interests, profits, dividends, 
investments and other income 
accruable to pension funds or 
assets are not taxable.

Regular payment of retire-
ment benefits

PensionToday
E-mail: insurancetoday@businessdayonline.com

In Association with

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

L-R: Samuel Inyang, managing director, Oak Pensions Limited; Awa Ibraheem, chairman and Chidiebere Ichaba, 
company’s secretary, during the 10th Annual General Meeting of Oak Pensions Limited in Lagos.
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Scene of an accident across the Abuja-Kaduna highway on the Zuba Inter-Changeon recently.            NAN

Briefs
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N
ational Drug Law Enforce-
ment Agency (NDLEA), 
Kwara State command said 
it arrested 74 suspects with 
391.26 kilogramme of hard 

drugs between January and July 2016.
Apeh Reuben, state commander of the 

agency told journalists in Ilorin, the state 
capital, that 62 of the suspects were males, 
while 12 were females.

He disclosed that 14 of the suspects 
had been convicted by the state high 
court on offences involving possession 

and smoking of hard drugs, adding that 
their sentences ranged from 12 months 
to eight years imprisonment. 

According to the commander, five 
suspected drug users were arrested in an 
uncompleted building around Baboko 
area of Ilorin metropolis on Thursday, 
August 4, 2016, with locally made pistols 
ready for operation.

“The drug situation in the state is as-
suming a different dimension because it 
has become very expensive. Some of the 
addicts no longer afford the drugs. They 
now engage in pilfering and armed robbery 
in order to sustain their expensive life style.

“This of course reveals that all drug 

Man bolts with N.5m in Lagos
A 39-year-old businessman, Rashidi 

Yusuf, who allegedly obtained N530,000 
on the pretext of buying a 120-ft. mast 
for a man, has been arraigned before an 
Apapa Magistrate Court, Lagos.

Yusuf, a resident of Apapa area of 
Lagos, is facing a two-count charge of 
obtaining money under false pretences 
and stealing.

The posecutor, Tony Elibeh, told the 
court that the accused had on April 28 
obtained N530, 000 from the complainant 
(name withheld) on the pretext of buying 
a 120-ft. mast for his site within one week 
but failed to do so.

“The complainant said when he con-
fronted the accused, he started giving 
excuses and also refused to refund his 
money.”

The offences contravened sections 
285 and 312 of the Criminal Law of Lagos 
State, 2011.

Section 285 provides three years im-
prisonment, while Section 312 prescribes 
a 15-year jail term.

The accused, however, pleaded not 
guilty to the charges.

In his ruling, the chief magistrate, Titus 
Abolarinwa, granted the accused a N300, 
000 bail with two sureties in like sum and 
adjourned the case to August 24 for men-
tion. (NAN)

NDDC to rehabilitate 
failed Itu-Calabar Road

Police arrest 3 suspected fraudsters

Niger Delta Development Commis-
sion (NDDC) has ordered the immedi-
ate rehabilitation of failed sections of 
Itu-Calabar Road, traversing Cross River 
and Akwa-Ibom.

The NDDC acting managing director, 
Ibim Semenitari, gave the order when she 
led a team of directors and engineers of 
the commission for an on-the-spot as-
sessment of the road.

She said the Odukpaini section of the 
road in Cross River had been washed 
away by flood.

“This has made trucks with food items, 
petroleum products and even stones 
from the numerous quarries to pack up 
by the road.

“Several stretches of the road have be-
come impassable to vehicular activity as 
travellers have had to spent several days 
on the spots,” she said.

The managing director said the com-
mission had received “a Save Our Soul”, 
visited the road and saw that several 
sections of the road built in 1976, had 
collapsed.

She directed all the directors and en-
gineers at the headquarters to relocate 
to the site and rehabilitate the failed por-
tions. She said that the rehabilitation was 
expected to last for two weeks.

The police in Abuja have arrested three 
suspected fraudsters who specialised in 
duping prominent Nigerians.

The suspects are: Abdulrahamn Sh-
uaibu, 21, gang leader, Isiaku Zambuk, 
47, and Hassan Haruna, 35.

Don Awunah, the Force spokesman, 
who paraded the suspects before news-
men, said they were arrested on Augusts 
1 in Abuja.

He disclosed that the suspects were 
arrested by operatives attached to the 
Inspector-General of Police intelligence 
response team, following complaints 
from prominent Nigerians.

SIKIRAT SHEHU, Ilorin

GODFREY OFURUM, Aba

... 391kg of hard drugs recovered

Flooding: ASEPA to intensify drainage desilting in Aba

Abia State Environmental Pro-
tection Agency (ASEPA) is to 
intensify its ongoing desilting of 
drainages in Aba and its envi-

rons in order to forestall flooding in the in 
the commercial city, Roland Nwakanma, 
deputy general manager,  Aba and envi-
rons, has said.

Nwakanma in an interview with 
Cityfile in Aba, applauded the residents 
for supporting the project, which he 
observed has so far kept Aba flood-free, 
despite the heavy rains, noting that the 
target is to keep Aba clean, all year long.

He also appealed to them not to wait 

for sanitation days to tidy up their envi-
ronment. “We have provided receptacles 
all over the town and we expect residents 
to take their refuse to the disposal points 
at the approved time of 5.00pm to 9.00pm, 
daily.

The deputy general manager, however, 
frowned at the nonchalant attitude of 
some youths in the area, who rather than 
join in the monthly sanitation exercise, 
prefer to play street football, noting that 
the agency would no longer tolerate such 
acts.

Meanwhile, the agency is collaborat-
ing with the ministry of environment, its 
supervisory ministry and the Aba South 
local government, to educate residents 
on the need for them to maintain a clean 

environment.
Okereke Okafor, director, environmen-

tal health, ministry of environment and 
solid mineral development, Aba zone, 
observed that people were buying into 
the intention of the state government to 
keep their environments clean.

“We have been telling them that a 
clean environment keeps away diseases 
like malaria and typhoid. They should 
always keep their environments clean. 
They should not be forced to do it, rather 
they should make it a habit”.

Chukwudi Dike, transition committee 
(TC) chairman, Aba South local govern-
ment area, said that the council was col-
laborating with the state government and 
ASEPA to clean up Aba.

Disease kills 23 cows, infects 63 in Katsina

An animal disease locally known 
as ‘black-cutter’ has killed 23 
cows and affected 63 others in 
Musawa local government area 

of Katsina State.
The disease was isolated on August 5, 

2016 when veterinary officers from the 
state and local council moved in to curb 
the outbreak.

Aliyu Lawal-Doro, the council’s direc-
tor of agriculture confirmed on Monday 

that the affected cows were from Kaduna 
State moving to neighbouring Charanchi 
local government in the state.

Shuaibu Sa’idu, the council’s spokes-
man, said when the officials noticed the 
high number of deaths, they immediately 
notified the state veterinary services for 
urgent intervention.

According to him, the state govern-
ment immediately deployed experts to 
the area to contain the situation, which 

is now stable.
He, however, said that veterinary of-

ficials and herdsmen in the area have 
been put on high alert, to avert further 
outbreak.

The official added that the local council 
was educating livestock owners on the 
symptoms of the disease, for them to re-
main vigilant and report cases promptly. 
(NAN)

74 suspects arrested by NDLEA in Kwara

C002D5556

users or consumers are potential armed 
robbers,” he said.

Lamenting the high rate of hard drug 
users in Kwara, Reuben said that most 
of the arrested suspects were smokers 
between ages of 19 and 50 years, adding 
that many of them were counselled and 
30 among them were rehabilitated and 
released to their families.

The NDLEA boss, who called for stron-
ger collaboration the government and 
private organisations in the fight against 
hard drugs, lamented that none of the 
eight commands of the agency in the state 
has operational vehicle.

He urged parents to be more respon-
sible to the upbringing of their children 
and take active interest in the kind of 
company they keep.



NDIC: Contributing towards 
Nigeria’s financial stability

T
he Nigeria Deposit 
Insurance Corpo-
ration (NDIC) was 
establ ished as  a 
risk minimiser with 

the broad mandate of deposit 
guarantee, bank supervision, 
distress resolution and bank 
liquidation. 

In its 27 years of existence, 
the Corporation has been con-
stantly innovating to achieve its 
mandate. 

Nigeria’s President, Muham-
madu Buhari recently approved 
the re-appointment of Umaru 
Ibrahim as the Managing Di-
rector (MD) of the NDIC for a 
second consecutive five-year 
term.

In an era marked by increas-
ing incidences of black swan 
events, global uncertainty, 
low oil prices, slowing GDP 
growth and constant evolution 
of the banking industry which 
is eroding margins and operat-

ing profits for banks, there is re-
newed emphasis on bank regu-
lators being ahead of the curve 
and communicating effectively 
with markets as a confidence 
building mechanism.

This special report will show-
case the supervisory innova-
tions taking place in the NDIC 
in response to growing financial 
complexities in Nigeria.

The NDIC has grown from 
humble beginnings while the 
size of the country’s banking 
system has grown exponentially 
with minimum disruptions 
(with only a few crises in the 
past 30 years) a signal of the ef-
fective regulation of the sector.

The NDIC is also fostering co-
operation with other financial 
regulators in Nigeria’s financial 
ecosystem, including the SEC 
and CBN.

Nigeria has the largest finan-
cial system in Sub – Sahara Af-
rica, outside South Africa with 

Because the premium being 
charged for the deposit insur-
ance cover by NDIC is tied to 
risk, the agency is also seeking 
to align its risk assessments 
through increased regulation 
as banks’ financial complexity 
grows.

The NDIC is also working ac-
tively to ensure it has adequate 
tools to tackle any potential 
future crises.

In 2015, the NDIC extended 
deposit insurance coverage to 
subscribers of mobile money 
operators (MMOs) via the con-
cept of pass-through deposit 
insurance up to a maximum of 
N500, 000. 

Following a study on coverage 
levels conducted by the NDIC in 
2015, it also reviewed upwards 
the coverage level for deposi-
tors of Primary Mortgage Banks 
(PMBs) from N200, 000 to N500, 
000 in 2015. 

Following a study 
on coverage levels 
conducted by the 

NDIC in 2015, it also 
reviewed upwards 
the coverage level 
for depositors of 

Primary Mortgage 
Banks (PMBs) from 
N200, 000 to N500, 

000 in 2015. 

Honourable Minister of Finance, Mrs. Kemi AdeosunNDIC MD/CE, Umaru Ibrahim mni, FCIB
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total banking assets equivalent 
to N22.08 trillion ($110 billion) 
at the end of 2013.
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NDIC 2015 Annual Report: Regulatory actions 
toward ensuring a sound financial system

T
he Nigeria Deposit Insurance 
Corporation (NDIC) has re-
leased the highlights of its 2015 
Annual Report, showing a largely 
sound financial system.

The NDIC, in collaboration with the 
Central Bank of Nigeria (CBN), conducted 
routine Risk Assessment of all the 24 De-
posit Money Banks (DMBs) while the NDIC 
conducted risk-based examinations of 205 
Micro Finance Bank’s (MFBs) and 6 PMBs. 

The examinations were with a view to 
providing reliable information on their 
financial health, particularly as it affects the 
quality of risk assets, adequacy of loan loss 
provisions, capital adequacy, their level of 
compliance with banking rules and regu-
lations, risk appetite and adequacy of risk 
management frameworks.

FINANCIAL CONDITION OF DE-
POSIT MONEY BANKS

In 2015, the banking industry total as-
sets grew marginally by 1.36 per cent, total 
loans and advances rose by 5.56 per cent, 
shareholders’ funds unimpaired by losses 
increased by 14.02 percent while capital 
adequacy ratio stood at 17.66 percent. 

The banking industry capital base re-
mained strong in 2015, according to the 
NDIC report. 
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A Cross section of participants at the NDIC 2015 FICAN organised workshop in Ilorin, Kwara State.

The capital adequacy ratio (CAR) of the 
banking industry was 17.66 percent in 2015 
compared with 15.92 percent in 2014, but 
exceeded the minimum threshold of 10 
percent and 15 percent for national and 
international banks respectively. 

Total loans and advances to the Nigerian 
economy stood at 13.33 trillion in 2015, 
showing an increase of 5.56 percent over 
the 12.63 trillion reported in 2014. 

The non-performing loans to total loans 
ratio for the industry increased from 2.81 
percent in 2014 to 4.87 percent in 2015, 
but was within the regulatory threshold of 
5 percent.

The banking industry operated profit-
ably, though earnings and profitability fell 
marginally. The unaudited profit-before-
tax (PBT) of the banking industry stood at 
588.86 billion as at 31st December, 2015 
representing a decrease of 2.02 percent over 
601.02 billion reported as at 31st December, 
2014.

The banking industry’s liquidity position 
was strong as its average liquidity ratio rose 
slightly from 53.65 percent in 2014 to 58.18 
percent in 2015. 

All the individual DMBs had liquidity ra-
tios above the prudential minimum thresh-
old of 30 percent as at 31st December, 2015.    

FINANCIAL CONDITION OF MICRO-
FINANCE BANKS (MFBS)

The MFBs paid-up capital increased by 
54.40 percent from 54.52 billion in 2014 to 
84.18 billion in 2015. The MFBs had average 
CAR of 43.75 percent as at 31st December, 
2015. 

Total loans and advances increased by 
46.34 percent from 114.70 billion in 2014 to 
167.85 billion in 2015. However the quality 
of risk assets deteriorated further as the non 
performing loans (NPL) increased from 
18.54 percent in 2014 to 23.13 percent in 
2015, which exceeded the prudential maxi-
mum threshold of 5 percent.

The liquidity position of the microfinance 
subsector was strong as average liquidity 
ratio rose from 80.37 percent in 2014 to 119 
percent in 2015 and compared favourably 
with the minimum prudential threshold of 
20 percent.

Overall, the performance of the MFB 
subsector improved compared to the pre-
vious year as they had strong capital base 
and liquidity, according to the NDIC report.

FINANCIAL CONDITION OF PRIMARY 
MORTGAGE BANKS

Out of 42 PMBs in operation, a total 
of 14 failed to render returns to the NDIC 
and unpaid premium from nine (9) PMBs 
amounted to N238.30 million in 2015.   

The PMBs shareholders’ funds increased 
by 93.91 percent to N138.92 billion in 2015 
from N71.64 billion in 2014. The subsector 
CAR was 74.04 percent as at December 2015 
which exceeded the prudential threshold of 
10 percent.

There was a significant improvement 
in the quality of assets as the NPL ratio de-
creased from 44.14 percent in 2014 to 15.40 
percent in 2015. 

Unaudited Profit before tax rose from 
N2.79 billion in 2014 to N3.31 billion in 2015 
due to significant rise in interest income and 
non-interest income by 90.75 percent and 
321.05 percent in 2015, respectively.

The PMBs liquidity position was strong 
during the period under review as the aver-
age liquidity ratio was 72.63 percent in 2015 
as against 80.37 percent in the previous year 
and exceeded the prudential minimum 
threshold of 20 percent. 

Overall, the performance of the PMB 
subsector improved in almost all indices in 
comparison with 2014. 

The improvement in the operations of 
the PMBs was due to the recapitalisation of 
the sector, enhanced compliance by PMB 
operators and improved supervisory over-
sight, according to the NDIC.

DEPOSIT INSURANCE PAYMENTS 
AID CONFIDENCE IN FINANCIAL SEC-
TOR

The NDIC also made a cumulative pay-
ment of  2.86 billion to 81,328 depositors 
of the closed MFBs as at 31st December, 
2015 as against N2.77 billion paid to 80,178 
depositors in 2014. 

Also, the NDIC made a cumulative pay-
ment of N45.05 million to 595 depositors of 
closed PMBs as at 31st December, 2015 as 
against N2.02 million paid to 30 depositors 
in 2014.

The sum of N95.77 billion was paid as 
liquidation dividend to depositors of DMBs 
in 2015 compared to N94.74 billion as at 
December 31, 2014. 

That amount included the uninsured 
portion of private sector depositors of 11 out 
of the 13 banks closed post-bank consolida-
tion which was funded by the CBN.

Similarly, the NDIC paid liquidation divi-
dends to creditors of DMBs-in-liquidation 
in 2015 while the sum of N1, 728.40 million 
was declared as dividends to 1,308 creditors 
of the ten DMBs. 

Out of that amount, the NDIC paid the 
sum of N1,261.73 million to the 965 creditors 
who filed their claims as at 31st December, 
2015 as against N1,247.77 million paid to 
the 889 creditors as at 31st December, 2014.

During the year under review, the NDIC 
also paid 2.41 billion as total liquidation 
dividends to 550 shareholders of 6 DMBs-
in-liquidation as at 31st December, 2015 
as against N2.03 billion paid to 453 share-
holders of DMBs-in-liquidation as at 31st 
December, 2014. 

The cumulative amount of loans recov-
ered over the years stood at N27.41 billion 
as at 31st December, 2015 compared with 
N26.75 billion as at 31st December, 2014. 

Similarly, the cumulative risk assets 
recovered from closed MFBs amounted to 
N125.61 million as at 31st December, 2015 
compared with N124.38 million as at 31st 
December, 2014 while the debt recoveries 
from the debtors of PMBs in-liquidation 
amounted to 24.73 million as at 31st De-
cember, 2015.

An NDIC staff paying a depositor of a closed MFB during the depositor pay-out 
in Markurdi, Benue State.
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N
igeria’s Banking Sector 
has largely rebounded 
as at the Half Year 2016 
period as most banks 
that have released sec-

ond quarter results show resilience 
in spite of the tough macro econom-
ic landscape of the first half of 2016.

Amid unfounded fears of weak-
ness in Nigeria’s banking sector, 
tough and preemptive macro pru-
dential regulation by the NDIC has 
made sure the sector remains sound 
and profitable.

Wema Bank, a second tier lender 
reported higher profits in the half 
year 2016 period compared to the 
earlier period.

Wema Bank had pre-tax profits 
rose by 10.2 percent to N1.29 bil-
lion while total equity of the bank 
remained N46 billion.

Net loan and advances to custom-
ers jumped to N171 billion in HY 
2016, from N134.5 billion last year.

FBN Holdings Nigeria’s largest 
bank by assets had also reported 
profits of N23.8 billion in the second 
quarter of 2016 as total assets hit 
N4.804 trillion.

Similarly, loans advanced to cus-
tomers rose to N2.1 trillion in 2016 
from N1.8 trillion last year, showing 
that banks are still willing to lend 
despite tough operating conditions.

Union Bank, another lender that 
has released Half Year 2016 results 
saw profits increased by 36.7 percent 
to N8.61billion from N6.2 billion in 
the earlier period.

The Bank’s Total assets increased 
to N1.1 trillion, while loans to cus-
tomers rose to N447.11 billion from 
N404.97 billion in December 2015.

The NDIC has also been proactive 
in tackling incidences of fraud in the 
banking system.

A total of 12,279 fraud cases 
were reported, representing an 
increase of 15.71 percent over the 
10,612 fraud cases reported in 2014. 
However, the amount involved de-
creased significantly by N7.59 bil-
lion or 29.63 percent from N25.608 
billion in 2014 to N18.021 billion in 
2015. 

Similarly, the actual loss suffered 
by the insured banks decreased by 
N3.02 billion or 48.79 percent from 
N6.19 billion in 2014 to N3.17 billion 
in 2015.

The actual loss sustained in re-
spect of internet banking fraud 
was N857 million, representing 27 
percent of total actual loss of the 
industry. 

There was an increase in the fre-
quency of ATM/Card-Related Fraud 

Nigerian Banking Sector rebounds 
on NDIC interventions
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cases from 7,181 in 2014 to 8,039 in 
2015, an increase of 11.95 percent.  
However, the loss suffered by the 
industry due to such frauds declined 
significantly by 59.4 percent from 
previous year figure of 1.242 billion 
to 0.504 billion, representing 15.9 
percent of total industry loss to 
frauds and forgeries.

Out of the 12,279 fraud cases 
reported by the DMBs, 425 cases 
were attributed to staff. The number 
of fraud cases perpetrated by staff 
had decreased from 465 in 2014 to 
425 in 2015. Similarly, losses arising 
there substantially decreased by 70 
percent from N3.165 billion in 2014 
to 0.979 billion in 2015.

The NDIC in 2015 remained 
committed to the implementation 
of the Sustainability Principles. A 
Sustainable Banking Desk was set 
up in the Managing Director’s Office 
and an Implementation Commit-
tee was established to work with 
Sustainable Banking Champions to 
ensure continuous sensitization and 
awareness.

The Corporation has embarked 
on sustained and continuous ca-
pacity building programs for staff 
on environmental and social risks 
issues. It also collaborates with other 
stakeholders to promote and ex-
pand the Sustainable banking space.

The NDIC sponsored several 
corporate and community-based 
projects which were aimed at pro-
moting its visibility and presence in 
the public domain. 

In 2015, the NDIC spent the sum 
of N236.15 million on eighteen (18) 
projects spread across the country. 
Some of these projects were educa-
tion-support and community health 
care related.

The NDIC also complied with the 
provisions of the Fiscal Responsibil-
ity Act in 2015 and remitted the sum 
of 24,185,762,000 to the Consoli-
dated Revenue Fund of the Federa-
tion in 2015 as against N15.38 billion 
in the previous year. The NDIC’s 
operating surplus for 2015 stood 
at N30.23 billion as against N15.52 
billion in 2014.

L-R: NDIC MD/CE Alh. Umaru Ibrahim and NDIC Executive Director, Operations, Prince Aghatise Erediauwa in a chat 
with MD/CEO Jaiz Bank Plc. Muhammad Nurul Islam during a courtesy visit of the bank’s Management Team to the 
Corporation.

The NDIC in 2015 re-
mained committed to the 
implementation of the 
Sustainability Principles. A 
Sustainable Banking Desk 
was set up in the Manag-
ing Director’s Office and 
an Implementation Com-
mittee was established 
to work with Sustainable 
Banking Champions to 
ensure continuous sen-
sitization and awareness.
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CMB Building Maintenance and Investment Company is a real estate company with over 13 years industry experience. In 
this interview with Lolade Akinmurele, Kelechukwu Mbagwu, the managing director, speaks on the company’s recent 
synergy with Vertikal Design and build, as well as suggestions on how Nigeria’s housing deficit can be redressed.

INTERVIEW
Leadership, Strategy, Innovation, Style,  Corporate Culture  

CMB, Vertical synergy targets 
capacity lift, says Mbagwu

Removing these 
bottlenecks would 

engender an enabling 
environment and drive 
down the cost of homes 

for Nigerians. Policies 
like tax wavers and 
single digit interest 

rates for construction 
companies that are 
building low cost 

housing for Nigerians 
would go a long way.

T
ell us about CMB’s 
new merger with 
Vertikal

Vertikal design and 
build is a dynamic 

polish company with over 33 
years of professional hands-on 
experience in the European mar-
ket. The company prides itself in 
its innovate and unique designs 
and has created over a thousand 
engineering designs including 
hundreds within the residential, 
commercial and industry build-
ing segments and general steel 
construction, road construction 
and post service maintenance.

CMB’s merger with Vertikal 
will focus on creating and im-
proving building construction 
technology with emphasis on 
innovative building design, struc-
tural stability and elevated pro-
fessional competence as well as 
greatly enhancing operational 
capacity to improve construction 
quality, affordability and housing 
infrastructure delivery in Nigeria.

CMB-Vertikal Company en-
visages that within the next two 
years, to be the first large scale 
indigenously grown Construction 
Company in the country

We are immediately saddled 
with projects such as a global 
community scheme for a pan-
African organisation, affordable 
housing project for the police, 
Lagos-Badagry development 
scheme, Fidelity Bank and Nige-
rian Breweries.

From your assessment, 
where are we today in bridging 
the 17 million housing deficit 
in Nigeria?

Construction companies are 
lacking in delivery. If you put all 
the top 10 construction compa-
nies together, including CMB, 
they cannot deliver 50,000 houses 
yearly if we will be honest to our-
selves. There is very little capacity 
and one reason we are teaming 
up with Vertikal is to redress this 
problem. There will be deliber-
ate transfer of technology and 
skills needed to boost delivery 
volumes. Vertikal is an industry 
leader in Europe and has the 
wherewithal to replicate success 
attained around the world in 
Nigeria.

“
ship with Vertikal will fast track 
our growth process and expand 
our operations, and this would 
certainly result in the creation 
of more jobs, even as it helps us 
stay committed to redressing the 
housing deficit.

What has been the success 
rate of your partnership with 
Shelter Afrique that provided a 
loan of N3.3 billion to suppress 
the deficit?

It has been good so far. We are 
way ahead of schedule and we 
have two years to build about 59 
housing units. We have got the 
structures up for the entire 59 
already. What’s left is the finish-
ing and by the end of the year we 
would have completed the proj-
ect. So it’s going very well indeed. 
Were the forex challenge absent, 
we would have moved even at a 
faster pace.

Speaking of forex, your cli-
ents comprise the banks, oil 
and gas firms and government 

MDAs. How is CMB weather-
ing the storm occasioned by a 
bleak economy?

We have strategies in place to 
minimise the adverse effect of 
the slowdown. The truth is I don’t 
think anybody has been able to 
fully develop an immunity to this 
problem because they are wide 
spread and industry deep.

What we are doing is expand-
ing our portfolio, offer clients 
more services and also vary our 
payment structures and plans. 
The most important thing at this 
period is for us to be able to fi-
nance ongoing projects. If we get 
alternative finance, the buildings 
can go up as planned. It’s a very 
difficult period but I thank God 
for where we are because even 
amid the downturn, we have 
been able to expand into other 
areas that are not as depressed.  
We are dealing with a pan African 
organisation, security forces, as 
well as Lagos state government 
for the resuscitation of mori-
bund schemes and things like 
that. These provide very useful 
alternatives. The truth is the one 
stop shop idea at inception, has 
served its purpose for CMB; but 
while it has gotten us so far, it’s 
not going to get us to the end of 
the journey, because it doesn’t 
have the capability. So we are at a 
time where we are rethinking our 
strategy and redeveloping ideas.

Imported finishing and 
fixtures saw CMB projects 
completion rates hit the roof 
last year, has it slowed now ow-
ing to FX liquidity challenges?

It has definitely affected us 
to some extent and it is another 
reason we are merging with Ver-
tikal. With Vertikal’s supply chain 
access, these things can continue 
coming in as expected, such that 
we can deliver as much as before. 
Towards the end of last year and 
the beginning of this year, it was 
really tough and terrible, because 
we couldn’t even get any of our 
materials into the country. Our 
partnership with vertical will also 
mean we can now import these 
fixtures and finishing en-masse 
with specific detail on quality and 
global standard.
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What government policies 
can incentivise construction 
in Nigeria and provide afford-
able homes for Nigerians?

Affordable housing is the cor-
nerstone of CMB. We have a man-
date to foster growth in the hous-
ing sector. But of course, there 
is a limit to what we can offer if 
government doesn’t provide sub-
sidies. There is no way investors 
can make profit in carrying the 
burden of providing low-income 
housing alone.

Also, the high business costs 
incurred and filtered into the 
cost of our homes is as a result of 
government policies around land 
purchase and poor infrastructure.

Removing these bottlenecks 
would engender an enabling 
environment and drive down 
the cost of homes for Nigerians. 
Policies like tax wavers and single 
digit interest rates for construc-
tion companies that are building 
low cost housing for Nigerians 
would go a long way. Our partner-
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INSIGHT

Introduction

C
hina’s presence in Africa is 
not new, but its interaction 
with African states is evolv-
ing rapidly and bringing 
with it fresh challenges and 

opportunities for the region’s leaders and 
business enterprises, and foreign firms 
with an interest on the continent. China 
is adopting a more interventionist stance 
in its dealings with Africa to protect 
its commercial interests, strengthening 
its trade ties across a wider range of 
product markets, investing further in 
strategic supply bases and pushing ahead 
with trade- and investment-facilitating 
finance initiatives. China appears com-
mitted to African ventures and it

is reasonable to expect that its pres-
ence will get much bigger, deeper and 
more varied as it moves through into 
a new phase of competition for African 
markets and supplies.

Staying the course on commodities

(US$ bn) China is Africa’s single biggest 
trade partner following years of stellar 
growth since the early 2000s, which 
reflected China’s insatiable appetite for 
Africa’s energy products and raw materi-
als, as well as its ability to place a wide 
range of goods on the African continent. 
China and Africa exchanged more than 
US$210bn worth of goods a year in 2013 
and 2014, although trade flows have 
taken a hit in recent years on the back 
of much lower energy and solid mineral 
export revenue. Africa’s exports to China 
dropped by almost 40% in current US 
dollars in 2015, and the slide continued 
in the first half of 2016 with a fall of just 
over 20% year on year. The anticipated 
Chinese economic slowdown over the 
next five years, coupled with efforts 
to rebalance the economy away from 
investment and towards consumption, 
is expected to curtail China’s import 
demand for commodities and restrict 
its capacity to invest in and lend to 
some African states. This maturing of the 
Chinese economy raises big questions 
about the exposure of Africa’s major 
commodity exporters to China and their 
structural weaknesses, future financial 
stability and potential creditworthiness 
in the short to medium term. However, 
the commodity downturn will not last 
forever. Chinese firms remain engaged 
and are positioning themselves to snap 
up extractive sector investments at lower 
prices with a view to securing longer- 
term strategic supplies. This is already 
taking place in Copperbelt countries 
such as Zambia, the Democratic Re-
public of Congo (DRC) and Congo 
(Brazzaville).

Penetrating low-cost markets
Africa’s imports from China have 

held up much better than exports, 
although the pace of growth slowed 
sharply in 2015 and sales contracted 
by around 12% year on year during the 
first half of 2016. Currently, China takes 
almost 20% of total African imports 
and has penetration rates at elevated 
levels for many countries. China will 
continue to have success in linking the 
sale of plant, machinery and materials 
to ongoing and future large-scale invest-
ments in natural resource extraction and 
infrastructure projects across Africa. 
More importantly, the ability of Chinese 
firms to sell a wide range of low-cost 
and competitively priced manufactured 
goods (including clothing, footwear, 
furniture, cosmetics, household plastics, 

30 Wedneday 10 August 2016BUSINESS  DAY

The evolving role of China in Africa 
and the ongoing rebalancing of the Chi-
nese economy (away from investment 
to consumption) should reinforce this 
diversification trend in the years ahead 
and create new opportunities for firms 
based in Africa.

Trade finance and facilitation
To support China’s longer-term inter-

action with Africa, Mr Xi also announced 
last December that China would make 
US$60bn of finance available (including 
interest-free loans, preferential loan and 
export credit schemes, and new working 
capital for Africa-focused development 
funds), although how much of this ac-
tually materialises remains to be seen. 
However, one trade-facilitating initiative 
that is already well under way involves 
the internationalisation of the renminbi. 
China is increasingly using its own cur-
rency to finance trade deals around the 
world and African states are eager to 
get on board. In April Nigeria joined a 
growing list of African countries that al-
low the renminbi to flow freely through 
their banking systems and form part of 
their foreign-exchange reserves. These 
agreements aim to help ease pressure on 
stretched African finances, reduce trans-
action costs and exchange losses, offer 
some protection against rising commer-
cial default risk and ultimately facilitate 
trade and investment between Africa and 
China. Countries such as South Africa, 
Nigeria, Angola, Ghana, Mauritius, Zim-
babwe and others are likely to be joined 
by many more over the next five years in 
entering into renminbi swap agreements 
and cementing the role of the renminbi 
on the African continent as a medium of 
exchange and project finance.

Protecting its interests
Finally, China has a reputation for 

taking a non-interventionist and hands-
off approach to national politics and 
security situations in Africa, and simply 
trading with or investing in countries 
based on commercial principles rather 
than political persuasion or governance 
performance. However, this position is 
changing and China seems intent on 
taking a more interventionist stance in 
future. A key driver of China’s change 
in policy towards Africa is a desire to 
protect its commercial interests on 
the continent and build its reputation 
as a global citizen. On the commercial 
front, China is committed to growing 
its already wide range of investments, 
trade routes and business connections 
in Africa and recognises that these could 
benefit greatly from a stronger security 
presence and greater political influence 
in Africa.

China has had its fingers burnt in 
African states such as Libya, Chad, the 
Central African Republic, the DRC and 
Sierra Leone, and intends to avoid a 
repetition of financial losses and hurried 
evacuations. China has an increasing 
number of combat forces and peace-
keepers in Africa and is involved in 
peacekeeping efforts in places such as 
Sudan, South Sudan, Mali, the Central 
African Republic, the DRC and Liberia. 
In addition, the Chinese navy is opera-
tional off the Horn of Africa and its pres-
ence will grow and extend in the years 
ahead as part of an “open seas” policy. 
In a statement of intent, China is in the 
process of establishing its first naval base 
in Africa in Djibouti to protect current 
and future trade routes, including the 
long-term development of a “maritime 
silk route” connecting Asia with the 
Middle East, Africa and Europe. More 
bases could soon follow, with potential 
candidates found in Mombasa, Dar es 
Salaam, Walvis Bay, Luanda and Lagos, 
and in the meantime the Chinese navy 
will continue with a charm offensive 
around the continent.

beverages, electronic goods, mobile 
phones, automobile parts, intermediate 
goods and pharmaceuticals among oth-
ers) will remain strong in Africa. Chinese 
firms are well-placed financially and 
strategically connected to tap into grow-
ing demand from Africa’s low- income 
masses, as well as to exploit growing 
demand from parts of the urbanised 
upper-low to lower- middle income 
segments of Africa. More challenging 
economic times in many African states 
could create additional demand for the 
type of low-cost products China is adept 
at marketing, and at a time when the 
slowdown in China increases the need 
for its firms to look overseas for product 
placement, a strategy also encouraged 
by the Chinese government. Much stiffer 
competition from China in low-cost 
products, including a potential increase 
in informal trade flows and counterfeit 
goods, will pose an increasingly serious 
challenge to local and international 
firms in Africa.

Building up and branching out The 
Chinese president, Xi Jinping, addressed 
the Forum on China- Africa Co-opera-
tion at the end of 2015 by highlighting 
China’s strong investment outlays in 
Africa to date and indicating that China’s 
future focus on Africa will pay specific 
attention to encouraging industrialisa-
tion, fostering agricultural modernisa-
tion, building essential infrastructure 
and enhancing its trade and investment 
facilitation. There are various commer-
cial strategies that lie behind this vision, 
which include aims to consolidate 
China’s presence on the continent, tap 
into its fast-growing consumer markets, 
establish production bases closer to its 
end clients, exploit Africa’s free-trade 

deals (among regional economic com-
munities and with major international 
partners) and set up production bases to 
feed value chains and consumer markets 
back in China.

The creation and development of 
special economic zones is a key feature 
of China’s strategy that addresses some 
of its longer-term aims. In particular, 
China has been active in sharing its 
experiences in industrial develop-

ment and intends to invest further in 
local production and trade-facilitating 
industrial infrastructure. Crucially, 
Chinese investment in export-oriented 
activities should help African exports 
to China become much more diverse, 
as intermediate and finished products 
take up a greater share of the export 
mix. China’s push for African production 
bases, together with improving logistics 
connections in Africa and with China, 
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Introduction

C
hina’s role as a trade and 
investment partner, and as a 
source of financing for Latin 
America and the Caribbean, 
has grown dramatically over 

the past decade. China’s slowdown, 
which has weakened import demand 
growth and contributed to a sharp fall 
in global commodity prices, therefore 
raises important questions about eco-
nomic relations between China and Latin 
America going forwards. Latin America’s 
own deep adjustment to the end of the 
commodity boom has exposed a contin-
ued dependence in much of the region on 
a narrow, capital-intensive, commodity-
based export basket. This has highlighted 
a need for export diversification and for 
a move up the global value chain, all 
with a view to raising long-term growth 
rates and reducing Latin America’s high 
level of income inequality. China’s recent 
engagement with Latin America sug-
gests a recognition of these challenges 
and a desire to reboot relations with the 
region in a mutually beneficial fashion. 
However, successful implementation will 
also require progress on structural reform 
and on deepening intra-regional trade 
by Latin American governments in the 
coming years.

Deepening links...
In the past 15 years trade between 

China and Latin America has grown al-
most twentyfold. From around US$5bn 
in 2000, Latin America’s exports to China 
totalled US$104bn in 2015. Inflows of 
foreign direct investment (FDI) from 
China into Latin America and the Carib-
bean were slower to take off but have also 
risen markedly, from a low base, in the 
past five years. According to the Heritage 
Foundation, a US think-tank, Chinese 
FDI into Latin America totalled US$84bn 
between 2010 and 2015. Similarly, statis-
tics from the Inter-American Dialogue’s 
China-Latin America Finance Database 
show finance by the China Development 
Bank (CDB) and the China Export-Import 
Bank (Ex-Im Bank) to Latin America 
and the Caribbean rising sharply in the 
past five years, to a total of US$104bn 
in 2010-15.

Increased trade, investment and 
financing flows from China have un-
doubtedly had a beneficial impact in 
the form of increased growth in the past 
decade. But they have also left the region 
vulnerable to the inevitable slowdown 
and rebalancing of China’s economy 
that has occurred over the past two years, 
which has seen a sharp adjustment in 
China’s demand for imports and in global 
commodity prices. The data are stark; 
according to The Economist Intelligence 
Unit’s estimates, growth in volumes  of 
goods and services imports fell from 9.2% 
in 2014 to 1.6% in 2015. In US dollar terms, 
China’s imports from Latin America fell 
by almost 20%, to US$103bn, from an 
all-time peak of US$126bn a year before. 
The direct impact of weaker demand 
growth from China, and its indirect effect 
on Latin America in the form of lower 
commodity prices, has forced difficult 
policy adjustments, particularly for South 
America’s commodity exporters, that are 
still ongoing. On aggregate, the region’s 
fiscal revenue has fallen by 4% of GDP 
in the past five years, driving the public 
debt/GDP ratio back up above 50% and 
necessitating a substantial tightening of 
fiscal policy in all of Latin America’s large 
economies. Combined with a retrench-
ment in investment across the region, and 
its knock-on impact on private consump-
tion, the result has been two extremely 
disappointing years for the economy: in 

2015 real GDP grew by just 0.1%; in 2016 
The Economist Intelligence Unit projects 
that it will contract by 0.3%.

...and deepening imbalances
The region’s economic woes are at 

least partly the reflection of a failure by 
policymakers to take advantage of the 
commodity supercycle of the past dec-
ade to implement domestic structural 
reforms that could set the stage for more 
diversified, competitive and productive 
economies. But a closer look at the data 
highlights elements of the trade and 
investment relationship between China 
and Latin America that are problematic. 
Figures from the UN Economic Com-
mission for Latin America and the Carib-
bean (ECLAC) indicate that around three-
quarters of the region’s exports to China 
are made up of just four commodities: 
oil, copper, iron ore and soybeans. Mean-
while, reflecting Latin America’s relatively 
high per head incomes (particularly vis à 
vis Africa), along with China’s low produc-
tion costs, China exports a high proportion 
of low- and high-tech consumer goods to 
Latin America. This process of exporting 
natural resources to China and importing 
higher-value added manufactures has 
produced large and growing trade deficits 
for most of the past decade. Weak com-
modity prices in 2015 amplified this trend, 
causing Latin America’s trade deficit with 
China to quadruple, to US$26bn. A similar 
pattern is evident in China’s financing and 
investment role in the region, which has 
been centred either directly on natural 
resource industries in order to secure 
supply, or on associated infrastructure to 
facilitate transport.

Latin America’s economic slowdown, 
which has coincided with a shift in po-
litical stance in some large economies 
in the region from the left to the right of 
the political spectrum, has also raised 
questions over China’s stance on lend-
ing. In particular, Venezuela’s deepening 
economic crisis— the result of years of 
policy mismanagement exposed by fall-
ing oil prices—has raised doubts over its 
capacity to pay and over China’s largesse 
during the past five years. According to the 
Heritage Foundation, the CDB and China 
Ex-Im Bank have lent Venezuela US$65bn 
over the past decade— representing 
almost 15% of Venezuela’s GDP (even at 
the country’s highly overvalued official 
exchange rate)—over half of all Chinese 
lending to Latin America and the Carib-
bean in the period. Even in 2015, amid 
market concerns over an eventual default 
by Venezuela, US$10bn in loans were ex-
tended by China to the country. In 2016, 
amid economic and political turmoil in 

Venezuela, fresh disbursements by China 
have now ground to a halt, and the knock-
on effect on future lending policy to Latin 
America could be substantial, involving 
tighter credit conditions and a rethinking 
of conditions, which have to date (publicly 
at least) been absent.

Beyond the Silk Road: a plan for 
Latin America

Policymakers in China and Latin 
America are clearly aware of the chal-
lenges posed by the structure of trade and 
investment between the two partners. 
During a May 2015 visit to Latin America, 
China’s premier, Li Keqiang, noted that 
“from a long-term point of view, Latin 
America should not limit itself to being a 
‘global supplier’ of primary products, nor 
China being a ‘world factory’ of cheap 
products forever”. Moreover, as China has 
embarked on its own long-term plan for 
the rebalancing of its economy towards 
consumption, it has presented its own set 
of principles for engagement with Latin 
America. Latin America has not been a 
beneficiary of the Chinese government’s 
grand “One Belt One Road” infrastruc-
ture project involving China’s closer 
neighbours in Eurasia and North Africa. 
But a new framework for future relations 
with Latin America was outlined in 2014, 
during the visit of China’s president, Xi 
Jinping, and was subsequently refined in 
2015 during a visit by Mr Li.

The so called 1+3+6 Plan outlined by 
Mr Xi entails one plan (the 2015-19 China–
Community of Latin American States Co-
operation Plan) with three engines (trade, 
investment and finance), and six prior-
ity sectors for co-operation (energy and 
resources, infrastructure construction, 
agriculture, manufacturing, scientific and 
technological innovation, and IT). A new 
formula was added to the mix a year later, 
when Mr Li outlined the so called 3x3 Plan 
during his visit to the region. The latter sets 
out three priorities for the development of 
integrated infrastructure networks in Latin 
America (IT, electric power and logistics), 
and emphasises the three key actors in 
the engagement process as government, 
society and the private sector.

If implemented to their full potential, 
the plans, which set out to increase trade 
and investment dramatically while at 
the same time altering the composition 
of both countries’ exports, could have 
transformative effects for Latin America. 
Importantly, China has placed a fresh em-
phasis on the role to be played by business. 
Until now the presence of private Chinese 
enterprise has been extremely limited, 
reflecting the dominance of China’s state-

owned enterprises in key natural resource 
sectors, while outward FDI into China has 
been practically non-existent (with a few 
noteworthy exceptions such as Brazil’s 
Embraer). This has not only limited the 
possibility of technology transfer, but 
hindered the deepening of business links 
and the diversification of exports.

Latin America’s export diversification 
will, in theory, also be boosted by the shift 
in emphasis away from natural resources 
(although these will continue to domi-
nate the export basket), just as China’s 
domestic economic growth drivers shift 
away from low-cost manufacturing to-
wards services. In areas highlighted by 
the China-Celac plan, Latin America has 
clear deficiencies that fresh investment 
by China would go some way to address-
ing. At just over 2% of GDP investment 
in infrastructure by Latin America and 
the Caribbean is currently low, both by 
comparison with the rest of the world 
and relative to its needs: ECLAC estimates 
that, in order for the region’s infrastructure 
network to meet projected demands and 
not become a constraint on long-term 
growth, more than 6% of GDP should 
be invested in infrastructure in 2016-20. 
Foreign investment is sorely needed to 
bridge this gap, given the region’s public 
spending constraints.

In research and development (R&D), 
Latin America also lags and would benefit 
immensely not only from FDI into higher-
tech industry by Chinese firms, but by 
associated technology transfer and experi-
ence of China’s successful drive to increase 
innovation and educational outcomes. 
At present, Latin America’s investment 
in R&D is estimated at just 0.5% of GDP, 
well below the global average of over 2% 
of GDP. China also invested just 0.5% of 
GDP in R&D in the mid-1990s, but has 
since overseen a steady increase, to 2% of 
GDP currently.

Another sector identified by the Chi-
na-Celac plan with huge potential for an 
increase in mutually beneficial trade and 
investment is agribusiness, given China’s 
growing consumption demands and Latin 
America’s comparative advantages in 
agricultural production. To date, although 
agricultural exports have risen rapidly, 
they remain centred around primary, 
unprocessed commodities, particularly 
soybeans, and the opportunity for Latin 
America to produce and export higher 
value- added processed goods amid a 
declining gap in unit labour costs between 
the two regions is clear.

A challenging reform agenda
Successful implementation of the 

plan will depend to a substantial degree 

on China’s own economic transition and 
its capacity to follow through with stated 
commitments. But quite apart from the 
question of China’s commitment and 
capacity to stick with its plan for engage-
ment with Latin America (which have 
sometimes been lacking in the past), 
improvements will depend on the ability 
of Latin America policymakers to raise 
the competitiveness of their continent’s 
output via a comprehensive— and politi-
cally difficult—programme for structural 
reform. China has noted for example, that 
it is ready to sign more free-trade agree-
ments (FTAs) with the region—currently 
only Chile, Peru and Costa Rica have FTAs 
in place with China—to deepen business 
links, but that governments need to work 
to improve service efficiency, bring down 
business costs and create an enabling 
business environment for companies, 
tasks which will require politically difficult 
reforms to tax and regulatory systems, and 
the labour market. An upgrading of the 
regulatory frameworks for public-private 
partnerships (PPPs)— including a review 
of weak incentive structures and uncertain 
returns on investment—and a scrapping 
of restrictions on private investment in 
some areas will also be crucial. Further-
more, improving education outcomes, 
where Latin America lags behind, will 
remain a key challenge of domestic poli-
cymakers in order to raise value-added 
and per-head incomes.

In this regard, and while the chal-
lenges and opportunities represented 
by China remain large, the actions of 
Latin America’s own policymakers—and 
the region’s ability to shape the “new 
normal” of  a slowing China into an era 
of productivity-enhancing reforms—will 
determine its long-term growth path. Our 
own forecasts, which see regional growth 
recovering to 1.9% in 2017 and to 3.1% 
by 2020, imply some cautious optimism 
about the ability of policymakers to drive 
forward with reforms and take advantage 
of the opportunities presented by China’s 
economic rebalancing.

The Economist Intelligence Unit (EIU) 
is the research and analysis division of The 
Economist Group, the sister company 
of the Economist newspaper. The EIU’s 
expertise in country analysis, macroeco-
nomic principles and forecasting meth-
odologies has provided decision-makers 
with critical information since 1946. Since 
then, the EIU has helped businesses, 
financial institutions and governments 
understand how the world is changing 
and how this creates opportunities to be 
seized and risks to be managed. Given 
that many of the issues facing the world 
have an international (if not global) di-
mension, the EIU is ideally positioned as 
commentator, interpreter and forecaster 
on the phenomenon of globalisation as it 
gathers pace and impact.

The EIU has helped clients from 
around the world to understand China. 
Our Access China service provides data 
and forecasts on economic trends in all 
of China’s 31 provinces and 287 large 
cities, as well as comprehensive analysis 
of national-level trends and China’s 
international engagement. The EIU has 
also helped Chinese clients to understand 
markets around the world—including 
those in Africa and Latin America—
through our bespoke consulting services 
and a comprehensive suite of product 
offerings. These include our prestigious 
country reports, economic forecasts and 
analysis, as well as risk services that focus 
on the challenges of doing business on 
the ground.

For more information about the EIU 
and how it can help your business or 
organisation, please get in touch.
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T
he 2016 Summer Olympic 
Games are underway in Rio 
de Janeiro amid environ-
mental and health concerns 
ranging from the Zika virus to 

polluted competition waters.
Brazil, which hosted the World Cup 

in 2014, is suffering from a deep reces-
sion and a political crisis. While the 
International Olympic Committee touts 
host cities’ economic legacy, the im-
mense operational challenge of running 
a mega event creates intense logistical, 
security and financial pressures.

For ideas on how to improve future 
Olympics, I spoke with Chris Dempsey, 
a founding member of the group that 
defeated Boston’s bid for the 2024 Sum-
mer Games. The former Bain & Com-
pany consultant argues that recurring 
cost overruns and mothballed venues 
highlight the need for the Olympics to 
change its business model.

Q.: In the late 1800s, the Frenchman 
Pierre de Coubertin was enthralled by 
the archaeological excavations at Olym-
pia in Greece. He gets the idea to revive 
the spirit of those ancient competitions 
and bring them to the modern age. The 
first modern Olympics takes place in 
Greece in 1896. What was Coubertin’s 
business model?

A.: His business model was really 
based on that of the World’s Fair, another 
19th-century invention. The idea was, 
for a wide range of people to experi-
ence these events, you really did have to 
move them around different cities and 
different continents. If you have them in 
one place year after year, that requires 
potentially many weeks of travel by boat 
for most people. So Pierre de Coubertin 
said the Olympics should move around, 
just like the World’s Fair.

Q.:He started a movement and 
helped create what’s now a multibillion-
dollar mega event and an incredible 
international brand. How responsible 
was the business model for that success?

A.: You have to give Pierre de Cou-
bertin credit for the boldness of his vi-
sion and for what he was able to achieve. 
But even in the very first Olympics, you 
saw the same sorts of cost overruns and 
overbuilding that you see today. In 1896 
Athens had major overruns. The king 
of Greece asked Pierre de Coubertin to 
hold them in Athens every four years. 
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that it’s going to reform, but it hasn’t 
actually demonstrated a willingness to 
stick to those promises. As I think about 
the business model going forward, the 
most likely outcome is that the IOC will 
continue to do what it’s doing. And it will 
continue to hope that some number of 
cities every few years will take that risk 
because of the glittery promise of being 
on the world stage. Things will continue 
to chug along, with unfortunate out-
comes for residents and taxpayers in 
those host cities. I would love to say that 
I see a change on the way, but there’s 
nothing that the IOC has done to date 
that gives me any confidence that it’s 
truly reformed.

Q.: Are you going to be watching the 
Rio Olympics?

A.: I was 10 years old when the 
Dream Team played in Barcelona, so 
I’ve always been a fan of USA basketball. 
[The group] No Boston Olympics was not 
opposed to athletes or their tremendous 
achievements or Olympic ideals. Our is-
sue always was with the organizers and 
the IOC’s flawed process. Thankfully, 
I’m able to separate those two ideas and 
enjoy the events.

(Curt Nickisch is a senior editor at 
Harvard Business Review.)

The olympics needs a new business model

requires a signed contract that makes the 
host city and its taxpayers responsible for 
cost overruns  

The incentives just are not aligned 
for the IOC to choose a fiscally, environ-
mentally and socially responsible plan 
when it’s not picking up the tab. I think 
Bostonians saw that the costs and the 
risks far outweighed the benefits.

Q.: You believe that the Olympic 
business model is outdated. How so?

A.: When Coubertin launched the 
Games in 1896, he could not have con-
ceived of a world with television, the 
internet and intercontinental air travel. 
All of these things have shrunk our world 
and made it so much easier to experi-
ence the Olympics, in person or in your 
living room. In today’s world you’d never 
start the Olympics the way Coubertin did 
in 1896. We’ve clung to that 19th-century 
model while the world has passed it by. 
Sadly, the people who endure the costs 
of that decision aren’t the IOC — they’re 
the residents of the host city. That’s the 
reason we’re seeing so many issues with 
Rio. People there understand it’s an 
example of massive resources going to 
the wrong things.

Q.: You went to Harvard Business 
School. You’re a former consultant at 
Bain & Company. Put on your consultant 
hat. If the International Olympic Com-

mittee hired you to come up with a new 
business model for the Olympics, what 
would you tell them?

A.: The IOC should find a permanent 
location or maybe a small number of 
semi-permanent locations to host the 
Summer and Winter Games. Doing so 
would still allow the IOC to generate as 
much revenue as it does today, and at 
a far lower cost to the hosts. In fact, this 
change could strengthen the Olympic 
brand, and help forgo many of the 
negative stories we’ve heard in Rio and 
Beijing and Sochi.

The IOC would transform itself 
from a franchising business, going into 
business itself and taking responsibil-
ity for running the Games. This would 
be a bold leap for the IOC, one that 
ultimately would lead to a much better 
outcome not just for the IOC but also for 
its stakeholders.

Q.: In 2014 the IOC passed a series 
of reforms called Olympic Agenda 2020. 
The stated goal is to make hosting the 
Olympics more practical and afford-
able for cities. Under this plan, the IOC 
would support the use of temporary and 
existing venues that would cost less. Can 
the existing business model work with 
some changes?

A.: The IOC has made the claim 
before that it understands the issue and 
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They’d already built the infrastructure. 
But Coubertin was committed to the 
rotation model. Eventually the Games 
became something that cities started 
to compete for. They really wanted the 
opportunity to show off to the rest of 
the world and demonstrate that they, 
too, could host such a large-scale inter-
national event.

The business model is, in many ways, 
a franchise model. The International 
Olympic Committee is a relatively small 
organization. What it does, effectively, 
is sell the rights to various parties: the 
rights to host, to broadcast and to spon-
sor the Games. For that model to be 
successful, it needs to have demand in 
each of those areas. There’s continued 
strong demand on the sponsorship side 
and on the television side. You’re seeing 
questions from the host city side about 
whether it’s really worth it.

Q.: In 2014 you co-founded No Bos-
ton Olympics to fight Boston’s bid to host 
the 2024 Summer Games. Within a year, 
as public support kept eroding, support-
ers withdrew their bid. The United States 
Olympic Committee made Los Angeles 
the country’s candidate host city instead. 
What was your strongest argument in 
defeating the Boston bid?

A.: The most important argument on 
our side was around the IOC’s require-
ment of a taxpayer guarantee. The IOC 
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Korea slams brake on VW over emission scandal

T
oyota’s Corolla is not 
only the top-selling 
vehicle of all time, 
with over 37 mil-
lion sold through 11 

generations, but it remains at 
the top of current global sales 
charts, according to data com-
piled by Focus2move.com.

F2M crunched the numbers 
from the first half of 2016, from 
over 140 countries, to give us 
a picture of the world’s buying 
patterns, which differ notably 
from those in Nigeria while be-
low are the current sales chart. 
Toyota Corolla sold 634,298 
units. Once Nigeria’s best seller 
overall, the Corolla continues to 
dominate abroad, albeit having 
lost 1.2 percent year-on-year. 
While in South Africa, the latest 

version is sold alongside the pre-
vious generation model (now 
called Corolla Quest, which 
is yet to be many on Nigerian 
roads), the pair remain SA’s most 
popular C-segment sedan range.

 Volkswagen Golf (500,630 
units). Volkswagen’s latest Golf 
has climbed global sales charts 
in recent years, having risen 
from seventh place in 2012, and 
is also the best seller in its seg-
ment in South Africa and some 
African countries - where the 
performance versions, GTI and 
R, are particularly popular.

Ford F-Series (478,384). 
Ford’s full-sized pick-up truck 
gets its global podium on ac-
count of its popularity in North 
America, where it has been the 
best-selling vehicle for decades. 
Its smaller brother, the Ranger, is 

Ford’s bakkie contender in most 
of the rest of the world, and is the 
second best-selling one-tonner 
the country at the moment,

 Ford Focus (367,479). 
Though still one of the world’s 
most popular cars, Ford’s Focus 
has lost some ground, with sales 
falling 16.4 percent compared to 
the first half of 2015. Its fortunes 
have improved Nigeria however, 
since the face-lifted model was 
launched at a lower price than 
its predecessor.

H y u n d a i  E l a n t r a 
(363,490). Hyundai’s Elantra 
is currently going through a 
model-changeover, with many 
overseas markets now receiving 
the more mature looking new-
generation Elantra. The new 
sedan has been in the country 
for a while.

ed States and Australia. How-
ever, the fact that the world’s 
best-selling large saloon is only 
in eighth place shows that global 
buying habits are changing. 

Honda CR-V (333,597).
Outselling the Civic, Honda’s 
hugely practical soft-roader is 
another indication that SUVs 
are slowly but surely taking over 
the world.

Chevrolet Silverado (307 
845). This is another big Pick-
Up that is here on account of 
its North American sales. The 
Silverado offers largely the 
same recipe as its Ford coun-
terpart, but has yet to jump on 
the weight-saving aluminum 
band wagon and all that other 
mumbo-jumbo that probably 
means nothing if your surname 
is Trump or Bush.
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South Korea has suspended 
sales of most Volkswagen 
models in a fresh blow to 
the carmaker as it struggles 

to overcome the global repercus-
sions of its emissions-test cheating 
scandal and rebuild its tattered 
image.

The government revoked cer-
tification for 80 Volkswagen, Audi 
and Bentley derivatives, and fined 
Volkswagen 17.8 billion Korean 
won for allegedly forging docu-
ments on emissions or noise-level 
tests.  The move could slam the 
brakes on Volkswagen sales in the 
Asian market, where its local unit 
has more than tripled revenue to 
2.82 trillion won over the past five 

years before becoming mired in 
the emissions scandal.

Volkswagen described the 

ruling as “most severe” and said it 
would consider a legal challenge. 
The environment ministry said 

209,000 Volkswagen AG vehi-
cles representing 68% of group 
sales since 2007 that had been 
de-certified in South Korea since 
November last year, mainly over 
emissions-related problems.

While South Korea is a rela-
tively small market for Volkswagen, 
it is a major market for its luxury 
marques like Audi and Bentley and 
is also one of the fastest-growing 
markets for all brands. Officials 
said it could take more than three 
months for the affected brands to 
be back on showroom floors.

Environment ministry director 
Hong Dong-gon told reporters: 
“It usually takes three months for 
vehicle certification, but this may 

Corolla lead rivals on global sales chart
VW Polo (358,602). Pro-

portionately, the Polo enjoys 
more popularity in some African 
countries than it does abroad, 
and like the Corolla, it is sold in 
two generations, with the previ-
ous one sporting a Vivo badge. 
Even when you separate their 
sales figures, the pair emerges as 
two top-selling passenger cars.

Toyota Rav4 (346,791). The 
recent facelift has clearly proven 
a hit as Toyota’s Rav4 has gained 
some ground internationally, 
climbing just over 10 percent 
year-on-year. It’s also among the 
segment leaders on local shores, 
having sold 441 units in July.

Toyota Camry (339,611). 
Always a common sight on 
Nigerian roads, the Camry re-
mains popular in many markets 
abroad, particularly in the Unit-

Nissan says Brexit 
deal determine 
future UK investment

Nissan CEO Carlos Ghosn 
said future investment 
decisions about Britain’s 
biggest car plant will de-

pend on the terms of a Brexit deal 
struck with the European Union on 
customs, trade and free movement 
of goods.

Nissan’s Sunderland plant in the 
north of England built nearly one in 
three of Britain’s 1.6 million cars last 
year and has been lauded as one of 
Europe’s most efficient facilities.

 But most of the site’s output 
is exported to Europe and Ghosn 
told the BBC that Nissan and other 
companies were waiting to see the 
outcome of Brexit talks before mak-
ing new investment decisions.

“The question is what’s going to 
happen in terms of customs, what’s 
going to happen in terms of trade, 
what’s going to happen in terms of 
circulation, particularly of the prod-
ucts,” he said. “All of these are very 
sensitive elements that are going to 
determine, how and how much we 
are going to invest in the UK particu-
larly for the European market.”

Nissan’s Sunderland factory 
builds the Nissan Qashqai, Juke, Note 
and Leaf, along with the Infiniti Q30 
and QX30 models. Business surveys 
and manufacturing data have all 
shown faltering confidence in the 
British economy in the wake of the 
June 23 referendum.

Nissan has invested around 4 bil-
lion pounds ($5.25 billion) in its Brit-

take longer for Volkswagen, as we 
will take thorough steps.”

Any delay in recalls previously 
ordered over emissions test manip-
ulation could be met with an order 
for Volkswagen to exchange those 
vehicles for other models, Hong 
added. In a letter to customers 
posted on its South Korean home-
page, Volkswagen said it would 
consider requesting an “injunction 
of execution”.

It also could take legal action 
against the government’s deci-
sion “if this will help recover our 
company’s business reputation 
and benefit our consumers, deal-
ers and other partners,” it added. 
Volkswagen voluntarily halted 

sales of most of its models in South 
Korea from 25 July, ahead of the 
government’s decision.

The company reported a 12% 
drop in quarterly profit at its main 
passenger car division last week, 
showing the challenges it still faces 
since admitting in September to 
using software to falsify pollution 
tests on some diesel cars.

In addition to billions of dollars 
in costs related to the scandal, it is 
also tangled in legal action in the 
United States, Germany, South 
Korea and elsewhere. South Korea 
has taken a particularly tough line, 
with prosecutors raiding Volkswa-
gen’s Seoul offices and arresting an 
executive in June.

Sold 634,298 units, VW Golf 500,630 units, Ford F-Series 478,384. 

Continues on Page 35
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H
y u n d a i  M o t o r 
Company (HMC), 
South Korea’s larg-
est automaker has 
announced its busi-

ness results for the first half of 2016. 
Sales volume and operating profit 
declined from the same period last 
year due to export decrease as well 
as weak currencies and economic 
recession in emerging markets.

For the first six months of 2016, 
sales revenue increased 7.5% to 
KRW 47.03 trillion (auto: 36.66 
trillion / finance and others: 10.37 
trillion) from a year earlier ow-
ing to sales increase of SUVs and 
Genesis models. Operating profit 
fell 7.0 percent to KRW 3.10 trillion 
and net profit showed a 6.4 percent 
decrease to KRW 3.53 trillion.

Hyundai Motor Company’s 
cumulative global sales for the 
first six months totalled 2,393,241 
units (Korea: 350,006 / Over-
seas: 2,043,235), a year-on-year 
decrease of 0.9 percent. Slowing 
growth in emerging markets and 
impact from currency fluctuations 
have been the main culprit for the 
global sales drop.

In the second quarter alone, 
sales revenue posted KRW 
24.68 trillion with global sales of 
1,285,860 units and operating 
profit increased 0.6 percent to 
KRW 1.76 trillion, from a year 
earlier. Hyundai Motor forecasts 
that an unfavorable business en-
vironment is likely to continue in 

Hyundai announces 2016 H1 business result
…Tucson receives J.D. Power Apeal Award

the second half.
 In particular, the company 

anticipates further uncertainties 
in business conditions after the 
BREXIT referendum which took 
place last month. The carmaker 
said it will continue its effort to 
focus on strengthening competi-
tiveness and product quality in the 
global automotive market. To do 
so, Hyundai Motor is planning to 
boost sales with SUVs and strategic 
models.

In addition, HMC will strength-
en growth momentum with the 
luxury brand GENESIS models, 

G90 and G80, and further de-
velop state-of-the-art technologies 
within new models such as the 
IONIQ which is offered in three 
eco-friendly powertrain (Hybrid, 
Electric, Plug-in Hybrid).

It hopes to continue its coop-
eration with suppliers and actively 
carry out more values to customers 
and stakeholders alike. Hyundai 
Motor also strives to build a more 
shareholder-friendly environment 
by increasing transparency and 
shareholder’s v

Meanwhile J.D. Power has des-
ignated the 2016 Hyundai Tucson 

as its most appealing small SUV in 
the 2016 Automotive Performance, 
Execution and Layout (APEAL) 
Study.

In its 21st year, the APEAL study 
examines owners’ emotional at-
tachment and level of excitement 
across 77 attributes, ranging from 
the power they feel when they step 
on the gas to the sense of comfort 
and luxury they feel when climbing 
into the driver’s seat. Vehicles and 
their brands are measured on a 
1,000-point scale.

Tucson outscored all other 
small SUVs and performed par-

ticularly well in the categories of 
vehicle fuel economy, seats, HVAC, 
storage, exterior, visibility, driving, 
interior and audio/comm./enter-
tainment/navigation.

“We are thrilled with the recog-
nition of Tucson in this year’s J.D. 
Power APEAL study,” said Scott 
Margason, director, product plan-
ning, Hyundai Motor America. 
“The new Tucson looks great, has 
two fuel efficient engines and a 
roomy interior that satisfies a wide 
range of SUV buyers. The team did 
a great job launching the all-new 
Tucson this year.”
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Mercedes-Benz 
posted record 
July U.S. sales, 
pulling further 

ahead of BMW and Toyota 
Motor Corp.’s Lexus in the 
luxury-auto sales race.

U.S. deliveries for Daim-
ler AG’s Mercedes climbed 
3.6 percent to 28,523, boost-
ed by a 47% gain for the GLC 
and GLK SUVs while sales 
fell 6.5% from a year earlier 
to 27,890 for Lexus and 4.4%  
to 25,777 for BMW.

Mercedes is more than 
11,000 sales ahead of its two 
main rivals this year through 
July as demand for its cross-
overs and SUVs has helped 
the brand pull away. BMW, 
which has held the annual 
crown for the past two years, 
has been hamstrung by its 
greater reliance on cars, 
while Lexus has made gains 
in SUVs but has seen its car 
sales tumble.

“The players without very 
competitive SUVs in those 
segments are struggling,” 
said Mark Wakefield, man-
aging director and head of 

Mercedes pulls ahead Toyota in luxury car sales

the automotive practice at 
consultant AlixPartners. 
“Having the right portfolio 
of SUVs is very important.”

A fresh product line, es-
pecially in compact and 
midsize crossovers and 
SUVs, has been critical for 
luxury brands to succeed, 
he said. In July, Mercedes’s 
volume leaders were the C-
Class for cars, with a 1.3% 
decline from a year earlier to 

6,304, and the GLE for SUVs, 
with a 15% increase to 4,412.

BMW reported increases 
of 51% to 3,303 for its 5-Se-
ries and 31%  to 1,203 for 
the 7-Series, helping boost 
car sales 10 percent. But 
deliveries of its SUVs fell 4.4 
percent, including a 54 per-
cent slide to 2,744 for the X5.

The sales figures don’t 
include BMW’s Mini models 
or Daimler’s work trucks 

and Smart cars, which aren’t 
luxury vehicles.

BMW AG also pledged 
to remain the world’s lead-
ing luxury-auto maker after 
being usurped by Mercedes 
in the first half, highlighting 
the challenge it will face 
without a blockbuster new 
model. It reported a second-
quarter earnings before 
interest and taxes rose 7.9% 
to 2.73 billion euros ($3.05 

billion), beating the 2.67 
billion-euro average of ana-
lyst estimates compiled by 
Bloomberg.

In the U.S., the four SUV 
models of Toyota’s Lexus 
generated a July record 
15,455 sales, up 2% from a 
year earlier, as the RX gained 
3.1 percent to 8,522. The 
brand’s car deliveries tum-
bled 15 percent to 12,435, 
with only the ES managing 
an increase, up 1 percent 
to 5,497.

For the year’s first seven 
months, none of the luxury 
brands posted a gain from 
a year earlier, with declines 
of 0.6 percent for Mercedes, 
4.9 percent for Lexus and 8.4 
percent for BMW.

The wider market is 
headed for full-year deliv-
eries of 17.6 million cars and 
light trucks, the average esti-
mate of analysts surveyed by 
Bloomberg. That would be 
up from 2015’s record 17.5 
million, but the projection 
is down from 17.8 million 
in January.

T
his is the first working proto-
type of Nissan’s BladeGlider 
electric sports car, revealed 
this as part of its contribu-
tion to the 2016 Olympics. It 

has been developed from the concept 
first shown at the Tokyo motor show 
in 2013.

It as a step towards future tech-
nologies that will combine ‘intelligent 
mobility’ (the new buzzword for cars 
that are connected to the internet of 
things and use it to make decisions 
for you) with environmentally-friendly 
impact and sports-car performance.

Nissan is already the maker of the 
world’s biggest selling zero-emission 
car, the Leaf city car. Presenting the 
concept, however, Nissan boss Carlos 
Ghosn said its aim was to combine 
environmental responsibility with 
driving pleasure.

The BladeGlider gets its name from 
its near-silent electric powertrain and 
its slippery shape, clearly showing its 
family resemblance to the Deltawing 
endurance racer and ZEOD experi-
mental electric car. 4300mm long on 
a 2800 wheelbase, 18050mm wide and 
1300mm high, it has their signature 
narrow front track and wider rear track, 
with an open roof, a built-in roll cage 
and high-waisted, dramatically rear-
hinged ‘dihedral’ doors.

Motorvation is provided by Wil-
liams Advanced Engineering, with a 
130kW / 353Nm electric motor driving 
each rear wheel. Amperage is supplied 
by five lithium-ion battery modules, 
rated for a combined 220kWh, with 
specially-developed cooling systems 
for both motors and batteries.

According to Williams, the Blade-
Glider weighs in at 1300kg ready to 
rock and will hit 100km/h from a 
standing start in less than five sec-
onds. Top speed, it says, is ‘more than 
190km/h’, while the batteries should 
be good for about half an hour of full 
tilt boogie.

The car’s traction control system 
uses the independent rear-wheel drive 
to control torque delivery in corners; 
if the car starts to understeer it simply 
feeds less power to the inside wheel 
and more to the outside wheel to bring 
the front wheels back into line.

The torque vectoring systems has 
three settings: off, agile and drift mode.

The BladeGlider is a three-seater, 
with the driver in the middle, slightly 
ahead of the passengers to give them 
the benefit of practically unlimited leg 
and shoulder room.

Clamshell sports seats are deeply 
bolstered for maximum lateral sup-
port, each with a four-point harness 
and trimmed in a mix of fabric and 
epoxy resin that literally ‘sticks’ the 
occupant firmly in place.

Switchgear on the steering wheel 
controls a central dashboard display 
showing speed, battery charge, re-
generation mode and a torque map. 
On either side of the central display 
there’s a smaller screen showing the 
image generated by a rear-view camera 
mounted on each side, just behind the 
front wheels, making conventional 
mirrors unnecessary.

Two BladeGliders have been 

This is Nissan’s 
futuristic idea 
of a sports car
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Toyota Motor Corp. 
(TMC) Japan, said 
operating profit in 
the latest quarter fell 

15 percent to 642 billion yen 
($6.33 billion) as a strong yen 
weighed on earnings. Net 
income in the three months 
through June dropped to 
552.47 billion yen, the au-
tomaker said. Revenue fell 
to 6.59 trillion yen.

The yen strengthened 
about 11 percent against the 
dollar in the quarter com-
pared with the year-earlier 
period, making Toyota’s ex-
ports less competitive and 
cutting the value of repatri-
ated earnings.

“Things are moving so 
rapidly every day,” Tetsuya 
Otake, Toyota’s managing of-
ficer, said at a press briefing 
Thursday, lamenting big for-
eign exchange rate swings.

Production disruptions 
have added to Toyota’s chal-

Toyota embarks on cost 
cutting measures

at its offices in Japan.
The automaker said that 

it would be more aggressive 
in cutting labor costs and 
other expenses to offset the 
bigger currency impact. Af-
ter a three-year streak when 
favorable foreign exchange 
rates boosted operating in-
come, President Akio Toyoda 
said in May that currency 
tailwinds raised Toyota’s 
earnings above the level of 
its “true capabilities.”

Toyoda, 60, is respond-
ing by reorganizing the car-
making giant into smaller, 
independent units, taking 
after the Lexus luxury divi-
sion, which became more 
autonomous four years ago. 
The aim is to speed up de-
cision-making and respond 
more quickly to changes in 
demand.

Toyota lowered its fore-
cast for full-year operating 
profit, expecting it to slide 
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…As strong yen hurts earnings

lenges. The company said it 
lost output of about 80,000 
vehicles due to earthquakes 
in Kumamoto prefecture in 
April, Japan’s most devastat-
ing since March 2011. Fac-
tories in Japan had already 
been trying to recover from 
having to shut down for a 
week in February due to an 
explosion and fire at a steel-
making affiliate.

Toyota is responding by 
cutting costs. After Britain 
voted to leave the European 
Union in June and investors 
sought refuge in the yen as 
a haven currency, Toyota 
deactivated elevators and 
bathroom hand-driers and 
cut back on air conditioning 

44 percent to 1.6 trillion yen, 
which would be a four-year 
low. It’s most recent forecast 
was for 1.7 trillion yen. Net 
income will probably drop 
to 1.45 trillion yen, the au-
tomaker said.

The Japanese-headquar-
tered automaker is budgeting 
for the yen to trade around 
102 yen to the U.S. dollar com-
pared with an earlier estimate 
of 105 yen. It sees a rate of 113 
yen to the euro compared with 
a 120 yen forecast at the start 
of the quarter. It expects that 
currency moves will impact 
its full-year operating profit by 
1.12 trillion yen from the year 
just ended, from a previous 
forecast of 935.0 billion yen.

 

Have you noticed that 
Ford’s latest SUVs seem 
to have many design el-
ements  like the head-
lights, taillights, grilles 
that look to be influenced 
by Land Rover

When we were part-
ners, they were always very 
respectful of Land Rover 
design. In fact, (Ford’s re-
tired group vice president of 
global design J. Mays) would 
be the first to admit it. When 
we’d start our global design 
reviews with all the different 
brands every three months, 
all the design directors for 
the brands would be there. 
The view when it got to us 
was: “You know what you 
are doing. We don’t need to 
tell you anything.” But there 
was also the view that if you 
saw something you liked, 
copy with pride.

When you realize that 
other companies are in-
fluenced by your work, 
does it put pressure on 
you to move designs fur-
ther along

No. I honestly don’t 
think about it. In fact, I 
deliberately don’t look at 
what other people are doing 
from a design standpoint. 

No worries over Land Rover 
imitators- Gerry McGovern

(Land Rover) has a DNA 
which emanates from a rich 
heritage and has all those 
ingredients. It’s about pre-
senting them in a way that 
is relevant. I think there 
are always going to be little 
resemblances.

A car is a car at the end 
of the day; it’s got to have 
lamps, doors, a windscreen 
and quite often people will 
draw comparisons. The 
most important thing is to 
try and do something that 
is relevant to the brand but 
is truly distinctive and com-
pelling.

 How do similar design 
elements take shape at 
different companies

When we are in the pro-
cess of designing a vehicle, 
we are not looking at what 
anyone else is doing. I sup-
pose designers see things 
and they could replicate 
subconsciously certain ele-
ments. But part of my job is 
to spot these and say, “Hang 
on a minute ... “ We’ve hired 
some new designers recently 
-- we are always looking out 
for new people as we grow 
-- and you get someone 
who’s a really competent 
designer. For example, we’ve 

Gerry McGovern, Land Rover’s design director and chief creative officer, says he is not 
bothered by competitors filching the iconic SUV brand’s design DNA. Rather he is focusing his 
team on two major jobs ahead. Land Rover plans to introduce the next-generation Discovery 
next month at the Paris auto show. After that comes the next Defender, a vehicle with a 
rabidly loyal global following. Excerpts

got new interior designers 
from Porsche and other 
brands. When you first look 
at their work, their propos-
als, you say, “That’s great. 
But it ain’t a Land Rover. It 
ain’t a Range Rover. It’s too 
Porsche. It’s too this.” But 
eventually they start to get 
that DNA developed in their 
minds and it starts to come 
through.

Does the upcoming 
new version of the Discov-
ery give Land Rover an op-
portunity to move Range 
Rover further upmarket, 
perhaps to compete with 
the Bentley Bentayga

I think Range Rover has 
in no way reached its ceil-
ing in terms of price. As we 
make these (Discovery and 
Discovery Sport) more pre-
mium, it becomes incum-
bent on us to make Range 
Rover even more luxurious, 
and that is what we are fo-
cused on. But the difference 
here is that for me the Range 
Rover is sort of that exclu-
sive vehicle. I don’t think 
an optimized seven-seater 
is the right proposition for 
Range Rover, no matter 
what anybody says. That’s 
Discovery territory. It’s not 

to say you can’t have a 5+2 
on a Range Rover Sport.

If the Range Rover and 
Discovery also move up-
market, can some vehicles 
in the next Defender’s fam-
ily move into the Discovery’s 
niche

I think it potentially 
might take some Discovery 
die-hards to say, “I like the 
ruggedness of that. It’s not 
designed. It’s not styled.” 
I think maybe (the next) 
Defender might appeal to 
those types of people.

 
What does the future 

look like for Land Rover
We have a desire to grow 

the critical mass in terms of 
the volume of product. We 
need to in order to sustain 
ourselves and invest. It’s a 
massive market. By 2020, 
over 25 million SUV-type 
vehicles are going to be 
produced. That growth of 
products is fragmenting 
into all types of niche op-
portunities. So you have to 
be flexible. We know who 
the customers are for these 
types of vehicles. But that 
doesn’t mean to say we can’t 
move things on and change 
things.

Nissan says Brexit ...

ish manufacturing base but many 
firms are now closely watching for-
mal talks on Britain’s divorce terms 
from the European Union, which are 
unlikely to start until next year.

Investment decisions in the car 
industry often occur several years 
before a model rolls off a production 
line meaning any delay in the com-
ing months could hit output and jobs 
in years to come.

British Prime Minister Margaret 
Thatcher signed a deal in 1984 to 
bring Nissan to the deprived north 
of England beginning a renaissance 

in the British car industry, which 
is forecast to hit record production 
levels by the end of the decade.

But over 61 percent of vot-
ers backed Brexit in Sunderland, 
spurred on by concerns around 
immigration, ignoring their bosses 
who made the business case for 
remaining in the 28-member bloc.

Ghosn said Sunderland was a 
“European plant” and he was con-
fident that British and European 
politicians would strike an amica-
ble trade deal. “We are reasonably 
optimistic that at the end of the day 
common sense is going to prevail 
from both sides,” he said.

Continued from Page 33
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Excerpt 3: Illusion of Peace and 
Eventual War (pg 42-43)

A
ll signs at this time were 
pointing to the total dis-
integration of the fed-
eration of Nigeria. There 
was bitter antagonism 

between two recognisable opposing 
blocks of Nigeria—Northern Nigeria 
and Eastern Nigeria—with Western 
Nigeria more or less on the fence. 
The Ghanaian head of state, General 
Joseph Ankrah, had made a notable 
effort to broker peace between the 
two blocks represented respectively 
by Colonel Yakubu Gowon and 
Lieutenant-Colonel Chukwuemeka 
Odumegwu-Ojukwu. This meeting, 
which was held in Aburi, Ghana, 
came up with agreements sub-
sequently christened “The Aburi 
Accord” which were expected to 
resolve the differences between the 
two factions. However on his return 
to Lagos, Colonel Gowon reneged 
on the commitments he had made 
and committed in writing. Obvi-
ously, Gowon and his delegation 
did not initially fully appreciate the 
ultimate implications of the under-
standing he had signed.

From then onwards, the rela-
tionship between the two factions 
deteriorated very fast. The govern-
ment of Eastern Nigeria showed 
hostility and disrespect for the 
government at the centre in Lagos. 
It attempted to withhold revenue 
due to the federal government from 
the Shell Oil Company. The govern-
ment at the centre retaliated by 
putting a total economic blockade 
on the Eastern Nigeria government, 
freezing its overseas accounts and 
cutting off its communication links 
with the outside world. Meanwhile, 
rumours were being spread that the 
government of Eastern Nigeria was 
surreptitiously and illegally import-
ing arms.

However, while all these actions 
were accelerating, on May 26th 
1967 the government of Eastern 
Nigeria under the leadership of Lt. 
Col. Ojukwu, convened an assembly 
of the region’s elders and leaders 
of thought who subsequently en-
dorsed and mandated him to de-
clare the Eastern region of Nigeria, 
the Independent Republic of Biafra. 
The federal government, under Col. 
Gowon quickly countered the move 
by declaring a state of emergency 
over the region; announcing the 
abolition of the regions and restruc-
turing the country by the creation of 
twelve states which fundamentally 
broke the Eastern region into three 
states. Lt. Col. Ojukwu, in the dead 
of night, early on May 30th 1967, 
declared the Eastern region, “The 
Republic of Biafra”.

The die was cast! Irrevocable 
steps seemed to have been taken 
by both parties. On 6th July 1967, 
federal troops attacked the Eastern 
region, now known as the Republic 
of Biafra, on two fronts; at Gakem, 
the north-eastern boarder and 
Nsukka, near Enugu, the political 
seat of the new Republic of Biafra. 
Thus started a fratricidal war which 
lasted for over thirty months, with 
an estimated casualty of over a mil-
lion people.

?????????????

Excerpts from ‘A Fulfilled Life 
of Service’ by Arthur Mbanefo

The newly declared republic 
faced enormous challenges; first, 
mobilising, training and equipping 
a fighting force as well as building up 
its international presence through 
recognitions and establishment of 
bilateral relations with other coun-
tries of the world. The recognitions 
Biafra expected did not come as 
quickly as the proponents of the 
republic had hoped.

In Port Harcourt, Arthur had vol-
untarily enlisted in the Civil Defence 
Corp which had been established to 
train the civilian population on se-
curity awareness, crowd control, first 
aid, patrols and training of militias. 
He participated in the activities of 
the corps mostly in the evenings at 
the end of his normal work in his of-
fice. Through this assignment, he got 
acquainted with some of the senior 
officers of the army, particularly the 
leader of the group which trained 
members of the corps on physically 
tasking exercises, parade and han-
dling of weapons, Col. Ogbugo Kalu.

Excerpt 4: Significant Political 
Gains for Biafra (pg51-54)

The war had been raging for 
about ten months by this time and 
the resistance of Biafra continued to 

grow more robust as its support base 
grew. The republic’s international 
support had hitherto been covert 
but some of its supporters soon 
openly declared their commitment 
to the survival of the republic.

On 13th April 1968, the United 
Republic of Tanzania publicly de-
clared its political and diplomatic 
recognition of Biafra as a nation. In 
an article written by President Julius 
Nyerere, titled “Why We Recognised 
Biafra”, which was published in the 

London Observer of 28th April 1968, 
he stated:

Unity can only be based on the 
general consent of the people in-
volved. The people must feel that 
this State, or this union, is theirs, 
and they must be willing to have 
their quarrels in that context. Once 
a large number of any such political 
unit stops believing that the State 
is theirs, and that the government 
is their instrument, then the unit is 
no longer viable. It will not continue 
to receive the loyalty of its citizens. 
For the citizens duty to serve, and if 
necessary to die for his country; stems 
from the fact that it is his and that 
its government is the instrument of 
himself and his fellow citizens. The 
duty stems; in other words, from the 
common denominator of accepted 
statehood and from the state gov-
ernment responsibility to protect all 
the citizens and serve them all. For 
states, and governments, exist for 
men and for the service of man. They 
exist for the citizens’ protection, their 
welfare and the future well-being of 
their children. There is no other jus-
tification for states and governments 
except man.

In Nigeria, this consciousness of 
a common citizenship was destroyed 
by the events of 1966 and in particu-
lar by the pogroms in which 30,000 
Eastern Nigerians were murdered, 
many more injured and about 2 
million forced to flee from the North 
of their country…. The Biafrans now 
feel that they cannot live under con-
ditions of personal security in the 
present Nigerian federation. As they 
were unable to achieve an agreement 
and a new form of association, they 
have therefore claimed the right to 
govern themselves. The Biafrans 
are not claiming the right to govern 
anyone else…

We in this country [Tanzania] 
believe that unity is vital for the fu-
ture of Africa. But it must be a unity 
which serves the people, and which is 
freely determined upon by the people. 
For 10 months we have accepted the 
federal government’s legal right to 
our support in a ‘police action to de-
fend the integrity of the state’. On that 
basis, we have watched the civil war 
result in the death of about 100,000 
people and the employment of merce-
naries by both sides. We watched the 
federal government reject the advice 
of Africa to talk instead of demand-
ing surrender before talks could 
begin. Everything combined gradu-
ally to force us to the conclusion 
that Nigerian unity did not exist…. 
But we are convinced that Nigerian 
unity cannot be maintained by force 
any more than unity in East Africa 
could be created by one state con-
quering another.

It seemed to us that by refusing 
to recognise the existence of Biafra, 
we were tacitly supporting a war 
against the people of Eastern Nigeria 
and a war conducted in the name of 
unity. We could not continue to do 
this any longer.

This was followed quickly by the 
recognition of Biafra on 10th May 
1968 by the Republic of Gabon. 
The press release by the Gabonese 
government declaring its recogni-
tion of Biafra as an independent 

state, stated:
While we affirm our faith in 

African Unity, unity which runs the 
risk of affecting the war being raised 
against Biafra and strengthened by 
its own experience and the failure 
recorded in Africa and elsewhere in 
all attempts and in post-political 
regrouping and convinced that 
this African Unity can only be 
realised in peace, fraternity and 
respect of the self-determination 
of the peoples, the Government of 
Gabon deplores the human tragedy 
that has befallen the Igbo people 
and denounces the bloody and 
fratricidal war which is ravaging 
the portion of the African land 
conclude that the Federal grouping 
inherited from the colonial civilisa-
tion or imposed by force, has not 
been shown from experience to be 
viable. In the case of Nigeria, the 
Military junta which overthrew the 
civilian Federal regime has imposed 
by force a unitary structure in total 
disregard of well-known rights of 
the federated states as recognised by 
the constitution…. The Republic of 
Gabon could therefore not maintain 
a guilty indifference in the face of the 
pogrom organised against 14 mil-
lion Africans, a pogrom which defies 
the conscience of all man whose 
unassailable rights are proclaimed 
in the United Nations Charter…

In an absolutely unequal fight, 
hundreds of thousands of innocent 
civilians, women, old men and 
children are condemned to die; los-
ing their lives, a right to existence to 
which all men are entitled. The Gov-
ernment and the people of Gabon 
could not without hypocrisy take 
refuge behind the affairs of another 
country.

Later that month and in similar 
vein, President Houphouet Boigny 
of the Ivory Coast held a press con-
ference in Paris where he publicly 
declared his indignation, “in the 
face of the inexplicable and culpa-
ble indifference of the whole world 
regarding the massacres going on in 
Biafra over a period in excess of ten 
months.” He suggested that people 
should realise that the recorded 
deaths in Biafra in ten months had 
exceeded the number killed in three 
years of war in Vietnam. He further 
stated that the Nigerian federation 
would seem not to be built on an 
ideological foundation but es-
sentially on tribal platforms; and 
regretted that it would seem that, 
“when an Igbo committed a crime, 
he was not judged as a misguided 
citizen of Nigeria; his whole race 
was automatically held responsible 
for his crime.”

Declaring therefore the recogni-
tion of Biafra on May 14th 1968 by 
the government and people of the 
Ivory Coast, President Houphouet 
Boigny concluded that: Unity within 
an African state and between African 
states is the ideal nursery in which the 
African man attains his full develop-
ment, but we cannot admit, so far 
as we are concerned, that it should 
become his grave. We say yes to unity 
in peace and through peace, unity in 
love and through brotherhood. We 
say no to unity in war and through 
war or unity in hatred.
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The newly declared 
republic faced enormous 
challenges; first, mobilis-
ing, training and equip-
ping a fighting force as 
well as building up its 

international presence 
through recognitions and 

establishment of bilat-
eral relations with other 
countries of the world
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Locally available tomato fails to quench 
consumer taste despite over 60% price drop

D
espite over 60 percent 
drop in prices, locally 
available tomatoes 
are currently failing 
to satiate Nigerian 

consumers, especially those in the 
southwest region of the country, who 
consistently complain of not getting 
value for their money.

The result of this is that consumers 
now ditch the locally available 
tomato varieties for imported ones 
from Cameroon and Ghana, thereby 
deepening Nigeria’s import bill 
estimated at $1 billion annually.

“Tomatoes in the southwest 
are not produced in large-scale 
unlike in the north and it has 
the bacterial wilt disease which 
causes more than 70 percent yield 
loss,” said Victor Chikaleke, plant 
breeder, National Horticultural 
Research Institute (NIHORT).

“As a result, many farmers in 
the south plants the local tomato 
varieties which have large water 
concentration and tolerant to 
the bacteria wilt disease. This is 
why the tomatoes have sour taste 
and consumers don’t really like 
it,” he said.

Chikaleke stated that farmers 
in the north use improved seed 
varieties like Roma Beer and Kilele 
that are very good for paste and 
puree production and that is why 
consumers prefer it.

BusinessDay survey indicates 
that a big basket of fresh tomatoes 
harvested from Southwest, which 
sold for N28, 000 in June, went for 
N8, 000 per basket on yesterday, 
indicating a 74 percent price slump.

Similarly, a basket from the north, 
which was sold between N35, 000 
and N40, 000 last month, now sells 
between N10, 000 to N12, 000, which 
is a 70 percent price drop.

Again, the price of a basket 
of Cameroonian fresh tomatoes 
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Fertiliser operators in the 
country have debunked the 
claims that fertilizer firm  
are sabotaging the national 

economy and s ecurity through the 
export of fertilizer s at the detriment 
of  farmers in Nigeria.

The firms claimed th at all 
t h e i r  d o m e s t i c  s u p p l i e s  t o 
their customers  so far are in 
accorda nce with the approval  
of  the Office of the  National 
Security Ad viser (NSA) and the 
F arm Input and Supply  Services 
(FISS) depar tment in the Federal 
 Ministr y  of  Agr icultu  re  and 
Rural Developm ent.

Operators debunk claims as FG threatens shutdown of fertilizer plants
HARRISON EDEH, Abuja
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... sellers still import from neighbouring countries

dropped from N54, 000 to N21, 
000, while that of Ghana now sells 
for N22, 000 as against N60, 000 
sold a month ago.

The country has almost 180 
million population and tomato 
serves as staple food for the majority 
of this number. Nigeria is the 13th 
largest producer of tomato in the 
world and the second after Egypt in 
Africa, yet the country is still unable 
to meet local demand.

Nigeria’s domestic demand for 
tomatoes is put at 2.2 million tonnes, 
while it produces only 1.5 million 
tons annually, according to the 
Federal Ministry of Agriculture and 
Rural Development (FMARD).

“I buy the tomatoes imported 
from Cameroon because they are 
bigger, very red and I don’t cook 
with tomato paste because I detest 
the taste. It is still expensive but 
not as expensive as before,” Franca 
Adebayo, a consumer who resides 
in Lagos told BusinessDay.

The price of fresh tomatoes rose 
by more than 300 percent between 
April to June across the country 
as a result of ‘tuta absoluta’ that 
ravages the fresh crop, causing 
scarcity of the produce.

B u t  n o w  p r i c e s  o f  f r e s h 
tomatoes have reduced owing to 
the entrance of local varieties from 
the southwest region.

“Before now, consumers were 
left with only one option to buy or 
not, but when the local varieties 
from the southwest hit the market, 
consumers rushed for it. However, 
they later realised the variety was 
not what they had thought and 
had to return to imported ones, 
which crashed the price of the 
locally produced tomato,” said 
Lawal Adam, secretary of perishable 
goods section, Mile 12 market.

“The price of fresh tomatoes is 
reducing every day, but the prices 
of local varieties are falling faster 
than imported ones.  The imported 
tomatoes are still in high demand 
than our local tomatoes,” he added.

Th e  A f r i c a n  C a s s a v a 
Agronomy Initiative (ACAI) 
has stepped up efforts in 
cultivating and fostering the 

right partnerships in its cardinal aim 
of reducing cassava yield gaps in the 
continent

ACAI project from inception 
realised the importance of partnerships, 
and is sparing no effort in ensuring 
effective collaboration among partners 
from the experimental phase to the 
development and use of the tools that 
will support appropriate   management 
of cassava to realise the crop’s fullest 
potential on farmers’ fields.

The project has engaged key 
actors in Nigeria and Tanzania, 
ranging from farmers, researchers, 
extension services, development 
workers, processors as well as 
input dealers, notably fertilizer 
manufacturing companies.

The main aim is to establish 
contact among relevant actors for 
considerations on learning and 
information sharing that will benefit 
the participating partners associated 
with ACAI, said Abdulai Jalloh, ACAI 
project coordinator.

The Africa Soil Health Consortium 
in collaboration with the Centre 
for Agriculture and Bioscience 
International (CABI) (partners under 
ACAI) is leading the engagement of 
key stakeholders in target countries as 
the project establishes cassava clusters.

Jalloh noted that even though 
the entry point of ACAI is to address 
yield gap, it is imperative for strategic 
considerations of the cassava value 
chain and inclusiveness of all 
concerned.

According to him, ACAI is 
conscious of the mistakes of past 
interventions where bottlenecks were 
considered in isolation irrespective 
of other existing ones and even 
those that could occur as a result of 
concentrating on only one aspect.

He emphasised that ACAI would 
direct efforts towards reducing the 
yield gap, which would eventually 
increase cassava production while 
ensuring impacts along the value chain 
with a view to having a sustainable 
improvement in cassava production, 
processing, and utilisation, and impact 
on overall economic development 
of individuals, communities, and 
countries.

James Watiti of CABI who is 
leading the establishment of cassava 
value chain clusters emphasised 
that it was very crucial to bring all 
stakeholders together and hold a 
meaningful conversation in an open 
manner. He stressed that as long as 
there is candid conversation among 
partners, issues and challenges 
can be addressed and synergies 
capitalised on.

ACAI project is a five-year project 
funded by the Bill & Melinda Gates 
Foundation. The project is led by IITA 
and it seeks to increase the availability 
of appropriate and affordable 
technologies to sustainably improve 
short- and long-term agricultural 
productivity of cassava.

ACAI moves to 
reduce Africa’s 
cassava yield gap

But the Federal Government 
last week threatened to shut down 
of any fertiliser plant that denies 
farmers access while exporting the 
commodities.

The threat  issued by the 
Minister of Agriculture and Rural 
Development,  Audu Ogbeh, 
following allegations that one of 
the two big urea plants in Nigeria 
were producing for export while 
selling to Nigerian farmers at 
skyro ckete d pr ices,  maki ng 
affordability and accessibility 
difficult.

“Two urea plants are big enough 
to run the Nigerian demands. We 
know their capacities. But where 
there are allegations that some 
people are exporting instead of 

putting in the Nigerian market, 
and prices shot to N10, 000 per 
bag of urea, we became extremely 
angry with them,”  Ogbeh said.

“There can’t be any priority but 
the Nigerian market. If there is a 
surplus, they are free to export. 
But, unless and until there is a 
surplus, we can’t sit by and watch 
people selling fertiliser beyond 
the shores of Nigeria when the 
local farmers have nothing to buy. 
And we are saying the same to 
others. The priority is the Nigerian 
market,” the minister added.

According to Ogbeh, “there 
is a good market. There is no 
reason to side-track this market 
and go and create difficulties for 
farmers, because there is hunger 

in the land and government 
is  taking the blame. And we 
are giving ever y support  we 
c a n  t o  p e o p l e  w h o  w a nt  t o 
manufacture locally;  and we 
will always give. So, we need 
absolute cooperation from all 
of them.”

Explaining what the affected 
f i r m  d i d  r e c e n t l y ,  O g b e h 
disclosed that “they came down 
some days ago, begging, because 
we threatened to shut  them 
down. They told me that the 
b ag g i ng  ma c h i n e s  a re  f ro m 
G er many ,  but  that  the y  are 
malfunctioning. It is not likely. 
Germans don’t do that. Now, 
the y explain that  the y have 
to hire from somebody else. 
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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)

ICMG boosts soybean production 
with 5,000 out-growers scheme

I
n line with the Federal 
a n d  S t a t e  G ov e r n m e n t 
diversification efforts to 
ameliorate the effects of 
dwindling oil revenue, ICMG 

Commodities has launched a 
5,000 out-growers scheme to boost 
soybeans production in the country.

Each farmer on the out-grower 
scheme is expected to cultivate 
a minimum of one hectare, by 
implication, a minimum of 5,000 
hectares  are  expected to  be 
cultivated to boost soya beans 
production in the country.

The soya bean initiative is another 
addition to rice production, which 
has been gaining traction in the 
state as part of efforts to reduce the 
country’s 4 million tonne deficit. In 
the last dry season planting, Kebbi 
State has engaged over 78,000 out-
growers for rice production with 
strong advisory support from ICMG.

Garba Dandiga, commissioner 
for Agriculture, Kebbi State, stated 
that the state is poised to produce 
about 1.5million tonnes of rice in 
2016 representing a growth of 50 
percent over the figure achieved 
in 2015, having already achieved a 
production target of 1million tonnes 
of rice from the just concluded dry 
season farming.

“The decision to move massively 
into soya beans and other grains 
production processing aligns with 
the strategic fit of the organisation 
t o  s u p p o r t  t h e  e c o n o m i c 
diversification efforts of the Federal 
Government as exemplified by 
the stellar performance of Kebbi,” 

CALEB OJEWALE

Agrikexpo to steer diversification discourse
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...pledges support to value chain revitalisation

said Frans Ojielu, global financial 
advisor, ICMG.

Ojielu further explained that 
the company is poised to play 
in the entire agric value chain of 
production, processing and trading 
of major commodities in Nigeria, 
having been advisers to Kebbi State 
Government for over 12 months in 
the agric value chain revitalisation 
programme which has recorded 
tremendous success in production of 
rice, wheat and other grains.

The production support to Kebbi 

includes project design, technology 
support, improved farm practices, 
farmers’ education and attraction of 
investors (local and international).

T h e  a g r i c  v a l u e  c h a i n 
re v i t a l i s at i o n  p ro g ra m m e  i s 
challenged by electricity supply, 
especially as farmers often rely on 
fuelling their electricity generators 
to power irrigation pumps. The 
situation was worsened in the early 
part of the year when farmers had 
problems obtaining fuel to power 
their irrigation pumps.

The incidence, which would 
have marred the programme, was 
saved by the swift intervention of 
Atiku Abubakar Bagudu, executive 
governor of Kebbi State, who went 
out of his way to secure fuel for the 
farmers and ensured availability of 
fuel throughout the period of scarcity.

Arising from that experience, 
ICMG and one of its technical 
partners,  Caps Clean Energy 
Limited, are in the process of testing 
solar energy as alternative power 
source as part of reducing input 

costs for the farmers. The technology 
will also ensure that farmers have 
uninterrupted operations with 
salutary effects on production 
volumes.

Judging from the magnitude of 
ICMG support and the commitment 
of the governor with his agric- 
value chain revitalisation team, 
Kebbi State will be producing 
about 50 percent of Nigeria’s rice 
requirements by 2017 with a view 
of Nigeria being a net exporter of 
rice by 2020, perfectly aligning with 
the” Green Alternative” programme 
recently unfolded by the Federal 
Minister of Agriculture.

ICMG has stated it is committed 
to making agribusiness attractive 
to the teeming Nigerian youths, 
thereby contributing to employment 
generation. It  is  currently in 
discussions with its technical 
partners to develop the next sets of 
agric-entrepreneurs who will see 
farming as a rewarding business 
relying on modern technology, 
implements, mechanization and 
appropriate work-dresses reflecting 
health and safety as applicable to 
large industrial enterprises.

The uniqueness of the ICMG 
commodities support to Kebbi 
is that it is a one-stop solution, 
which involves the deployment of 
innovative practices, technology, 
on-farm assessment and deployment 
of corrective measures working 
with global bodies.  In this respect, 
ICMG is already in discussion 
with key multinationals with a 
view to investing in Nigerian Agric 
production.

The 2016 edit ion 
o f  A g r i k e x p o 
scheduled to hold 
at the International 

Conference Centre Abuja 
has been described as one 
major event that will herald 
the 56th independence of 
Nigeria, especially at a time 
the nation is focused in 
diversifying the economy 
through agriculture.  As 
always AGRIKEXPO will 
provide opportunities for 
stakeholders in agriculture 
and agribusiness.

Agrikexpo which has 
become a national forum for 
agri-business development 
and will provide a platform 
for companies to showcase 
their goods and services to 
a prime audience of decision 
makers and visitors expected 
from all over Africa.

T h e  c h i e f  g u e s t  o f 
H o n o u r  i s  P r e s i d e n t 
Mohammed Buhari, who 
has diligently focused on 
the agriculture sector. Other 
dignitaries invited are the 

As part of deliberate 
policy towards the 
development of the 
agricultural sector, 

Edo State Cooperative Farmers 
Agency (ESCFA) said it has 
trained over 1000 youths and 
women on best aquaculture 
farming practicing in the state.

Nosa Amayo, president of 
the agency made the disclosure 
in an exclusive interview with 
BusinessDay in Benin City. 
Amayo said the training was 
conducted in partnership with 
USAID markets 11.

He added that the fishermen 
were trained in Ikpoba Okha, 
Oredo, Ovia northeast, Owan 
East local government areas 
and its environs in Edo 
North senatorial district. He 
explained that 250 youths and 
women were trained in each 
of the local government areas.

The president noted that 

the training empowerment 
is gradually turning the state 
into fish hub in the South- 
South geopolitical zone as 
fish consumers now troop the 
state from Warri, Calabar, Port 
Harcourt and Ughelli among 
others, to Benin to buy fish.

While urging youths to 
embrace fish farming, he noted 
that the agency would soon 
commence goat farming, snail 
rearing, and piggery among 
others in the state.

Amayo who said the agency 
has 980 primary cooperative 
sites spread across the 18 
local government areas of 
the state added that they are 
into different kinds of farming 
ranging from arable crops, cash 
crops, livestock and fisheries.

He further posited that the 
body is also into cultivation 
of watermelon, rice, maize, 
cassava, yam, cocoyam, 
vegetables as well as soya 
beans at Edo North, sorghum 
and sesame seeds.

vice president, Osibanjo, 
M i n i s t e r  o f  T r a d e  & 
Investment Oky Enelamah 
, Minister of Agriculture 
Audu Ogbeh , among others.

According to Samuel 
Ijewere, Coordinator Nigeria 
Agribusiness Group (NABG), 
as agriculture in Nigeria 
heads to a new level of 
efficiency, technology is 
needed across the value 
chain, particularly the cold 
chain for better post harvest 
management.

S e v e r a l  h i g h  e n d 
p a r t i c i p a n t s  a r e  a l s o 
expected at the various 
conferences with speakers 
drawn from government, 
a c a d e m i a ,  d i p l o m a t i c 
community and agribusiness 
community.

A presentation will be 
done by Francis Fay of the 
European agri-buisness 
network, on how Nigeria 
and EU can best benefit 
from the export partnership 
agreement. Other attendees 
are expected from Indonesia 

, Malaysia , Chile , China , UK 
, Belgium , Denmark ,Egypt 
Spain , India , etc. including 
trade delegations   most of 
whom would be looking  for 
opportunities for Agro based 
investments and supplies  in 
Nigeria .

The Minister of Trade & 
Investment will issue a key 
note address on Investment 
opportunities, including 
opportunities for improved 
regional trade in West Africa 
and how Nigeria can play a 
key role.

S e v e r a l  c o m p a n i e s 
have been slated for Agro- 
recognition during the 
event in the light of their 
c o n t r i b u t i o n  t o w a r d s 
the local processing and 
p a c k a g i n g  o f  f o o d s  & 
beverages, which expectedly 
will encourage many to 
invest in the sector.

The companies listed are 
as follows - Erisco Foods, 
Dansa Foods Chi-Limited, 
L-z Farms, Olam Nigeria, 
Dizengoff Nigeria, Stallion 

Foods, Tata Group. Other 
Aw a r d e e s  f o r  v a r i o u s 
contributions include – 
Willie Obiano of Anambra 
State, Governor Amusan of 
Ogun State, Abdul Azeez Yari 
of Zmafara State, Alhaji Nasir 
El rufai of Kaduna State, 
Ayede of Cross River state, 
among others.

The Chairman of the 
rrganizer group 151 Products 
Ltd, Mazi Sam Ohuabunwa 
has  promis ed that  the 
several conferences at the 
event will focus on the how 
the agriculture can diversify 
the economy away from 
oil.  The EU head of mission 
will discuss how Nigeria 
can partner the EU under 
the Export Partnership 
Agreement.

Sani Abdullahi, executive 
director of the project, at 
a meeting with a press 
confirmed that  several 
foreign exhibitors have been 
registered for attendance 
including guest from all over 
the world. 

Edo farmers, USAID train 1000 
youths, women on aquaculture

IDRIS UMAR MOMOH, Benin

Akin Olukiran, solar consultant, Caps Clean Energy Ltd; Frans Ojielu, global financial advisor, ICMG; Yang 
King, WEMPCO Group; Garba Dandiga, commissioner, agric, Kebbi State; Chi Qinghua, and Zhai Shusheng,  
both of WEMPCO Group, during a courtesy visit after a tour of rice plantations in Kebbi, recently. 



Dogara collects N25m monthly, 100 hectares, 
builds Abuja mansion in 6 months – Jibrin

A
bdulmumin Jibrin, 
ousted chairman of 
House Committee 
on Appropriations 
on Sunday night re-

leased fresh allegations against 
Speaker Yakubu Dogara includ-
ing the N25 million monthly 
allocation and source of funding 
the construction of mansion 
located at Wuse II, Abuja within 
six months.

Jibrin’s latest petition is com-
ing four days after the ceasefire 
agreement brokered by Lawali 
Shuaibu, who chaired the APC’s 
National Working Committee, ac-
cused two incumbent governors 
and three former lawmakers of 
blocking him from accessing 
President Muhammadu Buhari.

To this end, he solicited for 
audience with “all our former 
Heads of State, General Yaku-
bu Gowon, General Olusegun 
Obasanjo, Shehu Shagari, Gen-
eral Ibrahim Babangida, Enest 
Shonekan, General Abdulsalam 
Abubakar and Goodluck Jona-
than and the diplomatic com-
munity, particularly Ambas-
sador of the United States of 
America, High Commissioner 
of the United Kingdom, the Ger-
man and French Ambassadors 
and all well-meaning Nigerians 
to join in the call on the corrupt 
and fraudulent Speaker Dogara 
and three others to reconvene 
the House immediately, step 
aside and allow for a thorough 
external investigation and also 
call on the anti-corruption agen-
cies to expedite action on inves-
tigation and commencement 
of prosecution in line with the 
anti-corruption stands of this 
government.

“Let me make further rev-
elations here. In addition to the 
allegations I already made, the 
anti-corruption agencies should 
ask Speaker Dogara why on earth 
he collects 25 million naira every 
month just to spend it the way 
he wants.

“They should also ask him 
to provide proof of how he is 
funding his farm in Nasarawa 
State which was just few hect-
ares six months ago and now 
miraculously expands to about 
100 hectares with new buildings 
and state-of-the-art equipment 
worth millions as well as the 
mansion he has suddenly built 
in Wuse II within six months,” 
he alleged.

While giving update on the 
meeting held with the leadership 
of the All Progressives Congress 
(APC), Jibrin who noted that he 
agreed with peaceful resolution of 
the crisis “except on the criminal 
allegations I have raised against 

requested for the protection of 
only that of the House when I 
heard Dogara was planning to 
destroy the computers and the 
hardware. The Senate president 
was too busy then to even get 
involved. He was always receiving 
what I later realised was skeletal 
briefing from the Speaker.

“It is also a strong tradition of 
the National Assembly that in an 
event of disagreement between 
standing committee of the Sen-
ate and the House, that of the 
House supersedes. That was ex-
actly what we did on 2016 budget 
except that of Health, where we 
adopted the report of the Senate 
because the chairman House 
Committee on Health practi-
cally converted the budget to his 
personal estate, moving massive 
amount of money that made the 
whole exercise looked like a big 
joke. I heard the chairman Chike 
Okafor talking, trying to put de-
fence on TV, and I simply said 
truly looters have no shame in 
Nigeria. The Minister of Health, 
Isaac Folorunso Adewole, a 
professor, is alive to testify and 
he knows the role I played to get 
the health budget, at least to an 
implementable shape,” Jibrin 
explained.

While reacting to Dogara’s 
interview at the State House, 
where he argued that padding is 
not an offence, Jibrin argued that 
the Speaker’s statement further 
confirmed the allegation leveled 
against him.

“He didn’t know that by that 
statement he has clearly con-
firmed my allegation that he 
and three others connived with 
some committee chairmen to 
insert into the budget over 2,000 
items worth 284 billion naira. No 
wonder he refused to take action 
despite my complaint. Now that 
I have provided evidence that he 
and three others masterminded 
the insertion of 40 billion naira 
into the budget, another wasteful 
N20 billion and attempt to force 
me to insert another N30 billion 
into the budget, padding is no 
longer an offence!

“So the Speaker is saying the 
nine roads he inserted into the 
budget which he fraudulently 
sandwiched into four roads 
and inserted billions into that 
without any design or costing 
is not an offence? Or the water 
project he hijacked from the 
budget and took to his farm is 
not an offence? Or moving ten 
solar boreholes to a place that 
probably requires just two is 
not an offence? This has really 
proved that Speaker Dogara is 
the son, father, grandfather and 
great grandfather of padding! 
Nigerians are watching,” the 
statement read.

Dogara
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Speaker Dogara and 12 others.
“As you are aware, my party the 

APC has intervened in the current 
crisis, following allegations of 
corruption, embezzlement and 
gross abuse of office I leveled 
against Speaker Yakubu Dogara, 
three other principal officers and 
nine other members, of which 
none had responded to any.

“As I said earlier, it is only 
the 13 members of the House 
that are on trial not the House 
of Representatives as an insti-
tution. Surprisingly, they have 
resorted to using every tactics 
to narrow the allegations to only 
issue of padding, which in itself 
is a grievous offense, ignoring 
tens of other criminal allega-
tions contained in my petition 
to the anti-corruption agencies,” 
Jibrin said.

While exonerating the Senate 
President Bukola Saraki and the 
entire Senate of any misdeed, Ji-
brin alleged that Dogara and his 
allies “mischievously expanded 
the scope of the culpability to 
give an impression that the en-
tire House, Senate and even the 
Executive arm of government 
and some individuals outside 
NASS are on trial.

“This is a wicked attempt 
to drag many institutions and 
individuals into the matter to 
neutralise the issue, spread fear 
and sell the dummy that the en-
tire country will go down if this 
matter is dealt with decisively. 

This is the biggest blackmail I 
have ever seen. Nigerians should 
know that the whole agenda of 
this blackmail is being coordi-
nated by a group of five people, 
two serving Governors and three 
former members of the House. 
I will give their names in due 
course. They have been running 
from pillar to post and I keep 
wondering what really they have 
to hide or are afraid of since they 
are not members of the House.

“The meeting with the party 
went very well and in all hon-
esty they were very objective 
and showed understanding. I 
told the party that I will be part 
of any peaceful resolution except 
on the criminal allegations I have 
raised against Speaker Dogara 
and 12 others.

“On that, I told the party 
there is no going back and fur-
ther informed them that more 
revelations will be made once 
investigation commences. I also 
informed the party that I will 
stand as witness against them 
and provide every support that 
will help investigation and pros-
ecution of these 13 extremely 
corrupt members.

He maintained that “it will be 
unfair to drag the Senate or sena-
tors into this matter. Everybody 
knows that it is the House that 
has commanding powers over 
appropriation. There is nothing 
in the Senate appropriation com-
mittee Secretariat that is why I 

As part of the final efforts 
to emerge as the national  
chairman of the People’s 

Democratic Party (PDP) at next 
week’s national convention of the 
party, former Minister of Education, 
Tunde Adeniran on Monday picked 
his nomination form at the party’s  
national secretariat in Abuja.

Speaking after the event, the 
former Ambassador to Germany 
said his commitment to reposition 
the party towards greatness and 
redirect it in actualising the dreams 
of the founding fathers informed his 
decision to seek the mandate of the 
delegates to the national convention.

He stated: “I want to assure all 
our party members and Nigerians 
at large that my venture into the 
chairmanship position of our great 
party has no other motive than to 
reposition, rebrand and put the 
party on the path of greatness. As 
a founding member, who has re-
mained with the party in thick and 
thin and served in various frontline 
capacities, I possess the fortitude 
and experience to help the party 
achieve its objectives.”

The Professor of Political Science, 
who picked the nomination form in 
the presence of party stakeholders 
and prominent stalwarts, includ-
ing Oke Olusola Babatunde from 
Ekiti State; Oluwole Oke from Kwara 
State,; Chinedum Ekeh from Abia 
State, and Temitope Atte from Kogi 
State, urged the delegates and lead-
ers of the party to entrust him with 
the responsibility of being the Na-
tional Chairman in order to ensure 
its rebirth and the enthronement 
of good governance in the country.

Former gubernatorial candidate 
of the All Progressives Congress 
(APC) in Cross River State in the 

last general election, Odey Ochicha 
has described as “malicious, vexa-
tious and total falsehood” rumour 
making the rounds that he received 
money from the People’s Demo-
cratic Party to concede defeat to Gov-
ernor Ben Ayade in the last election.

It would be recalled that Ochi-
cha who came second to Ayade in 
the election was the first guberna-
torial candidate in the history of the 
state to concede defeat.

Ochicha, while briefing jour-
nalists in Calabar, regretted that a 
gesture he did in the spirit of sports-
manship has been misinterpreted 
by some “demented and criminal 
elements” who have been hired by 
political demagogues to tarnish his 
hard earned reputation.

He vowed to take legal action 
against those peddling the false-
hood once he is able to trace where 
such “blatant lie” is emanating from.

According to him, “My attention 
has been drawn to some malicious, 
vexatious, and demeaning false-
hood peddled by scammers and 
fake characters that I, Mr. Odey 
Ochicha received money or any 
kind of gifts, bribes or compensa-
tion from Ayade or any member of 
his party to concede defeat in the 
2015 general election.

PDP chairmanship: 
Adeniran picks form, 
restates commitment 
to reposition party

C’River guber: Ochicha 
denies receiving money 
from PDP
MIKE ABANG, Calabar



ANALYSIS 

O
n November 11, 2014, an 
email was sent to several 
bank customers across 
Nigeria purporting to 
come from CBN. It was 

a scam; targeted at harvesting card 
and online transaction credentials of 
several banks customers on a single 
phishing site (a clone of CBN page). 
Although an informed customer’s 
complaint exposed the attack and 
the phishing site was brought down 
in less than 2 hours, the number of 
customers who may have lost funds is 
yet to be known, reported the Nigerian 
Electronic Fraud Forum.

The same year, a report by the Ni-
geria Interbank Settlement System Plc 
(NIBBS) showed that ATM machines 
were the major victims of fraudulent 
activities (in terms of volume). They 
were identified as the most vulner-
able banking system to fraud as they 
reported the highest number of fraudu-
lent transactions. While the cumulative 
loss reported by Nigerian banks was 
put at N6.21 billion, internet banking 
accounted for losses of about N3.2 bil-
lion to fraudulent transactions.

It is estimated that between 2000 
and 2014, the cumulative figure that 
banks have lost to electronic fraud and 
cybercrimes stands at approximately 
N165 billion. This revelation creates 
several concerns around security as 
policy makers reiterate the drive for 
cash-less policy.

Nigerian companies are facing ever 
more advanced cyber attacks from a 
combination of cybercriminals, cyber 
activists and, to a lesser extent, nation-
states. However, even in sectors with 
more mature cyber defences, such as 
the Financial Sector, there remains a 
distinct absence of high-quality threat 
intelligence and a broader lack of un-
derstanding within businesses of the 
potential severity of attacks from the 
aforementioned assailants.

“There is a real opportunity for 
Nigeria to become leaders in cyber 
security in West Africa by implement-
ing best practice from across the globe 
and applying international standards 
to develop internal cyber security ca-
pabilities” said Tom Griffin, Managing 
Director, Control Risks.

Where Nigerian companies are 
receiving information about threats, 
it primarily comes from technology or 
software providers and is principally 
technical and reactive in nature, not 
particularly tailored to the local threats 
present in the market, and tend to pro-
vide alerts of attacks that have already 
taken place, without any further con-
text that could aid strategic planning, 
direct relevance to the recipient nor, 
accordingly, specific implications for 
that organisation.

The upshot of which is that firms 
are frequently left on the back foot, 
firefighting the actions of assailants of 
which they have minimal prior knowl-
edge rather than taking pre-emptive 
steps based on awareness of their com-
pany’s threat profile and the methods 
likely to be deployed against it. Not 
only does this increase the prospect 
of breaches, it also has the potential to 
magnify their consequences – and as-
sociated financial losses, reputational 
damage and customer impact. .  Simi-

Harnessing threat intelligence to make Nigeria 
the cyber security leader in West Africa
CALEB OJEWALE

larly, the typically technical nature of 
the intelligence disenfranchises senior 
management, meaning cyber security 
is treated as an IT rather than business 
issue, lessening the likelihood that it 
will be treated seriously by those who 
must be its foremost champions.

David Isiavwe, President of the 
Information Security Society of Africa- 
Nigeria (ISSAN) said “It is no longer 
a question of if, but when (a cyber 
attack) is going to happen. The (Bank) 
executives need to be told that it is real 
(and looming) so they will be taking a 
very big risk if it happens and causes 
significant damage (due to inadequate 
preparation).”

Industry experts believe there are 
two primary remedies for the current 
situation. The first is for companies 
to source bespoke threat intelligence 
from dedicated providers.  Such intel-
ligence must be specific to characteris-
tics of the purchasing company – what 
it does, where it does it and how this 
profile should be used as the basis for 
targeted multi-source information col-
lection. This enables the provision of 
operational and tactical intelligence, 
that can provide forewarning of im-
pending attack campaigns and detail 
where a firm is currently exposed, as 
well as strategic intelligence, that offers 
an over the horizon view of the threats 
to an organisation that are likely to 
manifest in the longer term.

The second potential solution 
comes in the form of enhanced mecha-
nisms for sharing threat intelligence 
both within and across industries. 
Online information sharing platforms 
that enable regulators, companies and 
threat intelligence experts to share 
information anonymously and with-
out fear of recrimination are one such 
mechanism that can help to raise the 
baseline of awareness and prepared-
ness. Cybercrime – the principal threat 
to Nigerian companies – often involves 
the widespread use of similar, if not 
identical, methods and tools, mean-
ing a threat to one is usually a threat to 
many. An open exchange of threat in-
formation therefore has the potential to 
introduce a layer of collective resilience 
to many of the most virulent attacks an 
industry can face.

John Nugent, Cyber Consultant, 
Control Risks explains that “Intel-
ligence sharing, and particularly be-
spoke cyber threat intelligence, can 
bring a host of benefits to proactive and 
engaged organisations. Most obviously, 
they can help to reduce the likelihood 
of breaches occurring by telling firms 
who is targeting them, which assets are 

being pursued, why and how. This fa-
cilitates customised defence-in-depth 
strategies that maximise return on 
investment and protect what is actually 
business critical.

“Detailed knowledge about the 
threat enables better, more efficient 
responses in the event of a cyber crisis 
by enabling scenario-based planning 
and exercising rather than preparation 
in a vacuum. Lastly, as quality bespoke 
threat intelligence is written in busi-
ness rather than technical language, it 
can effectively raise awareness among 
the stakeholders who ultimately must 
own cyber security, senior business 
leaders,” Nugent added.

“The Nigerian government and 
regulators have made considerable 
progress in improving domestic com-
panies’ cognisance of the importance of 
cyber security and providing guidance 
as to how to these firms can protect 
themselves. However, for Nigeria to 
become a cyber security leader in Africa 
it may wish to look to lessons learned 
overseas,” remarked Jayan Perera, Cyber 
Consultant, Control Risks.

Perera further expatiated that “In 
the UK, realising the necessity of 
introducing elevated protection for 
systemically important aspects of the 
financial services sector the Bank of 
England mandated that these criti-
cal firms participate in a program of 
intelligence-led penetration testing. 
Testing was based on attack scenarios 
mirroring the methods used by crimi-
nals, activists and nation-states and 
therefore reflected the threats that the 
organisations actually face rather than 
involving basic vulnerability scanning 
or campaigns involving simplistic, non-
representative tools and techniques” 

Elsewhere, again in the financial 
sector, the highly successful US Fi-
nancial Services Information Sharing 
and Analysis Center (FS-ISAC) has 
provided the template for informa-

tion sharing partnerships around the 
world, and Nigerian authorities could 
do worse than to look to replicate this 
approach, which has helped to make 
the US financial services industry, one 
of the world’s most targeted, one of the 
most secure.

At the end of the first quarter of 2016 
(January – March 2016), Nigeria ranked 
16th, moving up two places from 18th 
position in the preceding quarter in 
the cyber attacks vulnerability index 
in Africa, the quarterly global threat 
index by Check Point Software Tech-
nologies Ltd.

Rick Rogers, Area Manager for 
East and West Africa at Check Point 
Software Technologies, said Nigeria’s 
worsening ranking may be due to a dra-
matic increase in threats targeting mo-
bile devices specifically, while Kenya’s 
improvement could reflect a growing 
maturity in security awareness.

“It’s not immediately clear why 
the East and West African hubs are 
experiencing such different moves 
in terms of cyber-attacks, and we are 
generally seeing a lot of volatility month 
to month for many of the countries 
on the index. But this quarter, mobile 
malware ranked as one of the ten most 
prevalent attack types affecting corpo-
rate networks and devices for the first 
time ever,” Rogers said.

Ultimately, the severity and com-
plexity of the cyber attacks affecting 
Nigerian Financial institutions will 
only increase. However, it’s clear that 
Nigeria has an opportunity to develop 
consummate defences based upon 
solid, threat intelligence-led initiatives 
and by leveraging the experience other 
nations have had in deploying these 
capabilities. If the sector can grasp this 
opportunity to drive innovation and 
a pro-active – rather than reactive – 
mind-set towards cyber security, it will 
stand resiliently in the face of increas-
ingly capable adversaries.

“It is no longer a 

question of if, but 

when a cyber attack is 

going to happen. The 

(Bank) executives need 

to be told that it is real 

(and looming) so they 

will be taking a very 

big risk if it happens 

and causes significant 

damage (due to inad-

equate preparation)” 
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Over 350 struc-
tures dubbed 
‘ i l legal’  have 
b e e n  d e m o l -

ished by the Lagos State 
Task Force on Environ-
mental and Other Special 
Offences, in a move to 
stop dwelling, trading 
and all forms of commer-
cial activities under high-
tension cables in the state.

T h e  s t a t e  g o v e r n -
ment had two weeks ago 
warned persons engaging 
in all forms of activities 
under high tension in the 
state to vacate, or face 
demolition.

With the expiration 
of the ultimatum, the 
government on Tuesday 
ordered the demolition 
exercise, starting with 
structures under high-
tension lines at Isheri in 
Egbe-Idimu Local Coun-
cil Development Area of 
the state.

It was a joint operation 
involving the task force, 
Ministry of Physical Plan-
ning and Urban Develop-
ment, and the Lagos State 
Building Control Agency 
(LASBCA).

Abiola Anifowoshe, 
commissioner for physi-
cal planning and urban 
development, reaffirmed 
that the demolition was 
to rid Lagos of illegal 
developments, saying, 
“This is just another effort 
to ensure a sustainable, 
organised, liveable and 
friendly environment. 
The government has zero 
tolerance for all struc-
tures and properties built 
under high tension cables 
across the state.

O
rganised Private 
Sector (OPS) 
has urged the 
Federal Gov-
ernment to ur-

gently restructure Nigeria 
with the prime objective 
of devolution of more gov-
ernance responsibilities 
to the state and allowing 
some measures of resource 
control by the federating 
units to enable them take 
full responsibility for the 
security and welfare of their 
residents.

This position came Tues-
day as the Nigerian Union of 
Petroleum and Natural Gas 
Workers (NUPENG) also 
tasked the government on 
the need to revive the slid-
ing economy, especially as 
it relates to rising inflation, 

exchange rate and unem-
ployment level.

Segun Oshinowo, direc-
tor-general, Nigeria Employ-
ers’ Consultative Association 
(NECA), speaking for the 
OPS, said although some 
measures had been taken by 
the government to arrest an 
economy in recession, a lot 
more still needed to be done.

To get the economy back 
on track, he said, “govern-
ment must first accept the 
basic principle and impera-
tive of prudent spending as a 
way out of recession.

“Such spending should 
target key social and physi-
cal infrastructural develop-
ment; the settlement of the 
huge domestic debt and 
institution of an outcome-
based and cash backed bud-
getary system for the MDAs.”

Oshinowo, however, 

commended some initia-
tives already being imple-
mented such as the deregu-
lation of petroleum prod-
ucts, revamping of the rail 
system, guided liberalisa-
tion of the foreign exchange 
market, which, in due time, 
would impact positively on 
the economy both in the 
short and long term.

He stressed the need 
for government to comple-
ment its monetary policy 
with appropriate fiscal pol-
icy, such as the abrogation 
of arbitrary tax waivers/
exemptions, deliberate in-
crease of fiscal savings into 
the Sovereign Wealth Fund, 
improved tax collection 
with emphasis on widening 
the tax net as against intro-
duction of new taxes or in-
crease in VAT, which could 
further reduce disposable 

income, slow down growth 
and lead to disincentive for 
investment.

“Much still needed to be 
done to rescue the economy 
from the doldrums in view 
of the damning effect of the 
recessed economy, which 
included: declined capac-
ity utilisation, closure of 
businesses, high unemploy-
ment, unfair competition 
from smuggled products, 
import restrictions, trade 
credit evaporation (S&P, 
Moody and Fitch cuts Ni-
geria’s ratings/outlook to 
negative, rating remains 
at B+), shrinking supplier 
credit and bills for collec-
tion, cold feet by export 
credit agencies to grant 
more credit. These, accord-
ing to Oshinowo, should 
be addressed urgently to 
promote recovery.

Lagos demolishes structures 
under high-tension lines

“Having residential 
buildings or conduct-
ing business under high 
tension power lines con-
stitutes danger to lives 
and properties. The state 
government through its 
relevant ministries and 
agencies will henceforth 
enforce applicable law 
strictly by removing all 
developments and activi-
ties encroaching on the 
Right of Way of utilities 
and services.”

Anifowoshe howev-
er called on those who 
have structures within 
the Right of Way of public 
utilities to start removing 
them now or face the full 
consequences of the law. 
He described the exercise 
as ongoing, saying “ille-
gal developments within 
the Right of Way of High 
Tension Lines in other 
parts of the state will be 
removed.”

Oladotun Lasoju, act-
ing general manager of 
LASBCA, said “the Lagos 
State Urban and Regional 
Planning and Develop-
ment Law 2010, not only 
prohibits building under 
the centre-line of over-
head electricity wires, it 
also in very clear terms 
specified the distance 
to be observed between 
a property and a public 
utility such as the PHCN 
high tension cables.

“Having ser ved the 
statutory contravention 
notices on the offend-
ing structures and when 
owners of such structures 
failed to remove them 
within the statutory no-
tice period, we are com-
pelled to remove such 
structure at a cost to be 
borne by the owners.”

JOSHUA BASSEY

Central Bank of Ni-
geria (CBN) gover-
nor, Godwin Eme-
fiele on Tuesday, 

debunked reports that in-
tending pilgrims had been 
granted concessionary for-
eign exchange rate for the 
2016 pilgrimage exercise.

Emefiele said there was 
no preferential exchange 
rate of any sort to intending 
pilgrims, clarifying that laid 
down procedure was fol-
lowed in arriving at the ex-
change rate for the pilgrims.

He further explained 
that the agreement to sell 
foreign exchange to the pil-
grims at the rate of N197/$ 
was reached as far back 
as April 2016, at the then 
prevailing rate.

“What is obtainable is 

Group Managing 
Director (GMD) of 
Nigerian National 
Petroleum Corpo-

ration (NNPC), Maikanti Baru 
on Tuesday, denied knowl-
edge of plans by indepen-
dent petroleum marketers 
to increase pump price of 
premium motor spirit - petrol.

Major oil marketers in the 
country under the auspices 
of the Independent Petro-
leum Marketers Association 
of Nigeria (IPMAN) had said 
they were considering an in-
crease of petrol pump price 
following the consistent 
increase of exchange rate.

According to the market-
ers, the exchange rate that 
spiked as high as N400 to 
$1 last week, is seriously af-
fecting them as they could 
not continue to import fuel 
at such a high rate and sell 
at the Federal Government 

that every year, prior to the 
commencement of the pil-
grimage, the commission 
(both Christian and Mus-
lims) approach the CBN 
to agree on the exchange 
rate for the personal travel 
allowance (PTA) for that 
particular year, which, in 
this case is between $750 
and $1,000 per pilgrim,” a 
statement sent last night 
quoted Emefiele to have 
explained in Abuja.

The CBN yesterday 
pegged foreign exchange 
cash sale to Bureau De 
Change (BDC) operators 
by authorised dealers to a 
maximum of $30,000 per 
week.

Also, the selling rate by 
the authorised dealers to 
BDCs shall be the buying 
rate from the international 
money transfer operators.

The apex bank had in 

stipulated price of N145 
per litre.

However, Baru said there 
was no basis for increase as 
the NNPC had met demands 
for forex for the importation 
of gasoline.

“I have not been directed 
to increase pump price, even 
the other price was based 
on recommendation from 
the regulated body. I’m not 
aware that they are planning 
to do any increase, you know 
there are several factors that 
necessitated that especially 
the issue of exchange rate 
that has moved and we don’t 
expect any serious changes.

“So far, the request for 
forex for importation of 
gasoline, popularly called 
petrol, has been met, and 
our own supply situation 
is robust, we are meeting 
demands. We have over 1.4 
billion litres on ground. So, 
I don’t see any basis for in-
crease. However, the review 
could be done by the right 

July 22, 2016 in circular, 
signed by Gotring W. D, 
acting director, trade and 
exchange department, di-
rected authorised dealers 
who were agents of ap-
proved international money 
transfers operators to sell 
foreign currency accruing 
from inward money remit-
tances to licensed BDCs 
with immediate effect.

According to the CBN 
governor, this particular 
agreement is applicable to 
both intending Christian 
and Muslim pilgrims.

He further disclosed that 
the pilgrims went ahead 
to make commitment by 
way of advanced payment 
through their various states 
pilgrims’ welfare boards 
for onward transmission to 
National Hajj Commission 
or Christian Pilgrims Com-
mission as the case may be.

body, you should contact 
PPPRA, that is the regulatory 
body as far as petrol pricing 
is concern,” the GMD said 
at the Presidential Villa after 
a meeting with President 
Muhammadu Buhari. 

The Federal Govern-
ment had in May this year 
increased the pump price 
from N87, pegging it at N145 
for what it termed efforts to 
increase and stabilise the 
supply of the product. It had 
thrown the importation of 
PMS open for any Nigerian 
entity, subject to existing 
quality specifications and 
other guidelines issued by 
regulatory agencies.

“All oil marketers will be 
allowed to import PMS on 
the basis of forex procured 
from secondary sources, and 
accordingly PPPRA template 
will reflect this in the pricing 
of the product,” Ibe Kachikwu, 
minister of state for petroleum, 
had said while announcing the 
increase on May 11.

ELIZABETH ARCHIBONG

CBN says no concessionary FX rate for pilgrims No plans to increase fuel pump price - Baru
… pegs dollar sale to BDCs at $30,000 per week

OPS backs restructuring as 
labour rues sliding economy

L-R: Emmanuel Ijewere, managing partner, Emmanuel Ijewere & Co.; Danbala Danju, MD/CEO, Bank of Agriculture; 
Bashiru Haliru Binji, MD/CEO, Nigerian Agricultural Insurance Corporation, and Pat Utomi, founder/CEO, Centre for Values 
in Leadership (CVL), at the CVL international conference on agriculture, with the theme “Back to Agric Conference” in 
Lagos, yesterday.                     Pic by Olawale Amoo

... determines to maintain sustainable environment
JOSHUA BASSEY & 
CHUKA UROKO

ONYINYE NWACHUKWU, Abuja 
& HOPE MOSES-ASHIKE
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L-R: Victor Aghahowa, zonal head, North Central, Stanbic  IBTC Bank; Uloma Umeano, managing director, Customer 
CentriCity Limited, and Abdulazeez Adedoyin, CEO, Azmetrics Trading and Investment Limited, during the Stanbic IBTC 
Bank 2016 Small Medium Enterprises Capacity Building Forum in Abuja, yesterday.

We are investing in infrastructure to grow private sector – Adeosun

Minister of finance, 
Kemi Adeosun 
on Tuesday, said 
the Federal Gov-

ernment opted for a con-
servative borrowing plan to 
fund the critical sectors of 
the economy and to ensure 
that future generation was 
not saddled with the burden 
of debt payment.

Adeosun, who described 
borrowing as inevitable in 
view of the current realities in 
the nation’s economy, spoke 
at a town hall meeting/policy 
dialogue for good governance 
organised by the alumni as-
sociation of the National As-
sociation of the National In-
stitute of Policy and Strategic 
Studies, in conjunction with 
the Federal Ministry of Infor-
mation and Culture in Abuja.

Other ministers at the event 
included those of informa-
tion and culture, Lai Moham-
med; solid minerals, Kayode 
Fayemi; power, works and 
housing, Babatunde Fashola; 
environment, Amina J. Mo-
hammed; agriculture, Audu 
Ogbeh, health, Isaac Adewole, 
and the foreign affairs minister, 
Geoffrey Onyeama.

Stressing the urgent need 
to fund infrastructure, Adeo-
sun said, “We have to invest 
in our infrastructure to allow 
the private sector to thrive 
which will create jobs and 
unlock the economy.

“We have to adopt a very 
conservative borrowing pro-
gramme but we must borrow 
because for us to do rail, we 
need funds with other needed 
infrastructure we need funds.”

She pointed out that 
some of the existing rail 
lines in Nigeria were con-
structed during the colonial 
era, which has to be mas-
sively upgraded and brought 
into the 21st century.

According to Adeosun, 
such investment will trickle 
down to the people through 
its impacts on agriculture, 
rail and solid minerals.

She stated, “The rail we 
have now was done in the 
colonial era. There was no sig-
nificant upgrade. We need to 
urgently do rail for agriculture 
and solid minerals to be com-
petitive, so I really don’t see 
any option than to borrow but 
we will borrow sustainably; 
we will borrow conservatively 
to make sure we don’t burden 
future generation.”

Consumer goods, industrial supplies, 
machinery top Nigeria’s import list

industrial raw materials and 
household consumables such 
as electronics, cars, processed 
food items, textile, chemicals, 
machinery, tiles and paper. 
Others include industrial 
equipment, automobile spare 
parts, frozen foods and manu-
factured goods,” Tony Anakebe, 
a maritime analyst, says.   

Anakebe, who states 
that these commodities are 
mostly packed in container 
boxes for safe and ease of 
delivery, also adds that some 
commodities like rice, wheat, 
sugar and liquid cargo come 
in bulk for onward process-
ing by manufacturers.

The Nigerian manufac-
turing sector, he observes, 
rely largely on importation 
for their critical raw mate-
rial needed for production 
due to short supply of locally 
processed raw materials. 
“The nation not only lacks 

the required skills for value 
addition, but also compelled 
by shortage of critical infra-
structure and access to fund 
that could enable the avail-
ability of local processing of 
raw materials for Nigerian 
markets,” he says.

Listing the most imports 
in Nigeria, the National Bu-
reau of Statistics’ (NBS) report 
highlights food; machineries; 
transport equipment; mineral 
fuel; base metals and articles 
of base metals; capital goods 
and parts; chemicals and al-
lied products for industries, 
as the main consignments 
that were mostly imported 
through the nation’s seaports 
in the first quarter of the year.

The structure of Nigeria’s 
import trade, NBS says was 
dominated by the commodi-
ties that include fuels and 
lubricants; beverages and to-
bacco; crude inedible materi-

N
igerian import-
ers and busi-
nessmen, who 
travel to bring in 
foreign-made-

products, mostly import 
consumables for household 
use, raw materials and ma-
chinery for the manufactur-
ing and construction sectors, 
and automotive spare parts. 

Refined petroleum prod-
ucts, including liquefied 
natural gas (LNG), also fall 
among the commodities 
driving the nation’s impor-
tation business. These com-
modities, according to Nige-
rian Ports Authority’s (NPA) 
first quarter 2016 report, are 
mostly brought into the na-
tion’s seaports as general car-
go, dry bulk cargo, liquid bulk 
and containerised cargo.

“Nigerians mostly import 

als; vehicles, aircraft and parts, 
and vessels, among others.

“Nigeria’s import trade by 
direction shows that about 
24 percent of the nation’s 
imports mostly come from 
China; followed by the Unit-
ed States, which controls 8.7 
percent; India 6.1 percent; 
Netherlands 5.1 percent, 
and United Kingdom con-
trolling 4.2 percent of the 
total imports.”

While the NBS further 
states that the structure of 
Nigeria’s exports is still domi-
nated by crude oil, which 
occupies about 71 percent of 
the entire export trade, while 
other export commodities in-
clude mineral products; pre-
pared foodstuffs; beverages, 
spirits and vinegar, and to-
bacco. These products were 
mostly taken to countries like 
India, Spain, Netherland, and 
ECOWAS countries. 

AMAKA ANAGOR-EWUZIE

HOPE MOSES-ASHIKE

… as crude oil, agric produce drive export trade

CBN extends BVN enrolment for 
Nigerian Diasporas to December

gaged to join OIS and VFS in 
registration of Nigerian bank 
customers in Diaspora. The 
combined effort of the con-
sultants and some Nigerian 
banks abroad has greatly 
accelerated the enrolment 
of this category of banks’ 
customers.

The CBN had issued a 
circular extending the dead-
line for the registration of the 
Nigerian banks’ customers in 
Diaspora to January 31, 2016. 
But a survey at the end of 
January 2016 revealed a very 
low percentage of registration 
and the exercise was further 
extended to June 30, 2016.

As part of its effort towards 
ensuring full implementation 
of the BVN project, the CBN re-
leased the guideline for the en-
rolment of Nigerian banks’ cus-
tomers in Diaspora in August 
2015. The move was to ensure 
that Nigerian banks customers 
in Diaspora were carried along 
on the BVN project.

The BVN is an initiative 
of the CBN and the Bank-
ers’ Committee, launched 
on February 14, 2014.  It is 
a unique identifier for each 
bank customer across the 
financial industry, making 
it possible to build and track 
customer financial history 
and activity.

Central Bank of Ni-
geria (CBN) yes-
terday reopened 
and extended the 

Bank Verification Number 
(BVN) enrolment for Nige-
rian banks customers in the 
Diaspora from August 1 to 
December 31, 2016.

This, according to the apex 
bank, is to ensure that Nige-
rian banks customers in Di-
aspora are enrolled and their 
accounts linked to the BVN.

In a circular signed by 
Dipo Fatokun, director, 
banking and payments sys-
tem department, from Janu-
ary 1, 2017, all Nigerian bank 
customers in the Diaspora 
should have the BVN at-
tached to their accounts.

“Any bank customers with-
out the BVN will be deemed 
to have “inadequate KYC” 
and such an account will be 
operated as a “no customer 
initiated debit” account, until 
an account holder obtains 
and attaches a BVN to their 
account”, the circular reads.

Following the need to 
expand the geographi-
cal spread of registration 
centres, a new consultant, 
Avante International Tech-
nology Incorporated was en-

Relief is gradually 
coming the way 
of motorists and 
commuters that 

ply and experience heavy 
traffic congestion along 
Lagos-Ibadan Expressway, 
as Ogun State as well as 
the road contractor - Julius 
Berger Construction Com-
pany have finalised plans 
to create alternative routes 
to ease gridlock.

It would be recalled that 
Ogun State government 
had directed the construc-
tion company to stop work 
for some time following the 

Gridlock: Ogun, Julius Berger create alternative 
routes on Lagos-Ibadan road

Airlines to save over N20bn in 18 months as Group plans formation of MRO

heavy traffic gridlock being 
experienced every minute 
by road users along the 
road, especially at the long 
bridge end of the highway 
prompting road users to 
spend hours on the road.

Speaking in Abeokuta 
at a press conference on 
Tuesday, Lekan Adegbite, 
commissioner for works 
and infrastructure, dis-
closed that government 
would improve the pres-
ence of security operatives 
during working hours on 
the road in order to ease 
vehicular passage and 
fasten the construction 
works.

Ten domestic airlines 
operating in Nigeria 
will be saving over 
N20.15 billion spend 

on maintenance and repairs 
of aircrafts in 18 months as 
International Aviation Group 
(IAG) plans to establish Main-
tenance, Repair and Overhaul 
(MRO) facility in Abuja.

This development is 
coming at a time the scar-
city of foreign exchange is 
making it difficult for airlines 
to source dollars to carry out 
routine repairs and mainte-
nance abroad.

Fola Akinkuotu, chief 
executive of Aero Contrac-
tors, says an indigenous 
maintenance facility can 

save the country N20.15 
billion capital flight every 
18 months and reduce the 
pressure brought about by 
the demand in foreign cur-
rency to pay for the checks.

A MRO locally will in-
crease savings and surviv-
ability ratio of the Nigerian 
airline, Akinkuotu says.

According to Akinkuotu, 
the Nigeria Civil Aviation 
Authority (NCAA) has im-
posed a calendar limit for a 
C-Check at every 18 months 
and depending on the scope 
of work to be performed, as 
an average C-Check costs $1 
million. But with today’s ex-
change rate of over N310/$, 
this can be said to be con-
servatively N310 million per 
aircraft every 18 months.

Nigerian airlines present-
ly operate a fleet of about 65 

airplanes collectively, with 
an estimated N310 million 
for C-Check, which is N20.15 
billion of capital flight every 
18 months, he says further.

However, Hadi Sirika, 
minister of state, aviation, 
has assured investors in the 
sector of best returns on their 
investments, adding that 
Nigeria remains the only 
country where the rate of 
return is close to 50 percent, 
the best in Africa.

According to James Odau-
du, deputy director, press and 
public affairs, Ministry of 
Aviation, the Group disclosed 
that their plan was borne 
out of the fact that there was 
huge traffic in and out of the 
country; hence, the need to 
reduce cost of maintaining 
aircraft abroad and attract 
neighbouring countries.

IFEOMA OKEKE & 
KENNETH AZAHAN, Abuja

... say work will be completed in November

RAZAQ AYINLA, Abeokuta
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                     ASI (Points) 27,272.14
DEALS (Numbers) 3,443.00
VOLUME (Numbers) 416,785,909.00
VALUE (N billion)  2.161
MARKET CAP (N Trn  9.366

Market Statistics as at   Tuesday 09 August 2016Top Gainers/Losers as at Tuesday 09 August 2016

GAINERS

TOTAL 229.95 236 6.05
NB 130 130.3 0.3
GUARANTY 23.95 24 0.05
WAPIC 0.5 0.52 0.02
FBNH 3.29 3.3 0.01

LOSERS
Company           Opening         Closing    ChangeCompany           Opening         Closing    Change

MOBIL 178.6 169.67 -8.93
SEPLAT 250 242 -8
MRS 40.6 38.57 -2.03
DANGCEM 180 179 -1
INTBREW 19 18.05 -0.95

Nigerian stocks shed additional N42billion

T
he Nige-
rian Stock 
E x c h a n g e 
(NSE) All 
Share Index 

(NSE) decreased by 
0.45%, while the Year-
to-Date (ytd) return 
stood at -4.78%. Six (6) 
stocks gained against 
31 losers. The market 
capitalisation of listed 
equities closed lower at 
N9.367 trillion against 
preceding day close 
of N9.409 trillion, los-
ing about N42billion. 
Likewise, the All Share 
Index (ASI) declined to 
27,272.14 points against 
the preceding day close 
of 27,394.98 points.

Mobil Oil plc led the 
losers table after its share 
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price declined from a 
high of N178.6 to N169.67, 
losing N8.93; while Total 
Nigeria plc rallied most 
from N229.95 to N236, af-
ter losing N6.05.

 “The Nigerian bourse 
recorded further losses 
at the close of today (yes-
terday) session amidst 
red closes across all key 
sectors. With the deepen-
ing negative sentiment 
across board as revealed 
by the market breadth, 
we see high chances of 
further downtrend in the 
session ahead,” research 
analysts at Vetiva Capital 
said yesterday.  

The volume of stocks 
traded increased by 
252.10%, from 118.372 
million to 416.786 mil-
lion, while the total 
value of stocks traded 
increased by 70.11%, 
from N1.271 billion to 

N2.161 billion in 3,443 
deals.

The Financial Servic-
es sector led the activity 
chart with 372.2million 
shares exchanged for 
N1.59billion; followed 
by conglomerates with 
19.015 million shares 
traded for N32million.

“Taking a cue from 
the surge in volume trad-
ed at today (yesterday) 
session, we anticipate 
speculative play (espe-
cially around the Tier-1 
banks) to continue into 
tomorrow (today’s) trad-
ing session with overall 
market sentiment likely 
to be driven by expecta-
tions around the quality 
of second-quarter (Q2) 
2016 earnings numbers 
yet to be released,” said 
analysts at United Capi-
tal plc in their yesterday 
daily market round-up.

NAHCO updates capital market regulators, 
stakeholders on EFCC visit 

The Nigerian Avia-
tion Handling 
Company Plc 
(NAHCO) has 

updated regulators and 
stakeholders in the capi-
tal market on a fact find-
ing visit last Thursday, 
July 28, 2016 by officials of 
the Economic and Finan-
cial Crimes Commission 
(EFCC) in response to a 
petition.

In a statement at the 
Nigerian Stock Exchange 
(NSE), NAHCO said its 
management fully co-op-
erated with the agents of 
the Commission; adding 
that NAHCO’s manage-
ment continues to ensure 
that the visit of the EFCC 
operatives and the invita-
tion of top managers and 
some directors to their 
offices have minimal im-
pact on operations and 
business continuity.

“We will continue to 
cooperate with all gov-
ernment agencies in their 
lawful discharge of statu-
tory responsibilities.”  

 “As a Publicly Quoted 
Company, NAHCO is 

guided by its apex regu-
lator, the Securities and 
Exchange Commission 
(SEC), Nigerian Stock 
Exchange (NSE) and the 
listing rules. We are also 
aware of our shareholder 
rights as enshrined in the 
Constitution of the Fed-
eral Republic of Nigeria, 
extant rules and the mu-
tual investment protec-
tion treaty covering Euro-
pean strategic investors 
on our Board. As such, 

this information update 
has become necessary”, 
the company stated.   

“As a regulated and 
listed business entity 
with strong international 
Corporate Governance 
credentials, we believe 
that SEC and NSE should 
be aware of any petition 
and are in the best posi-
tion to provide guidance, 
proper feedback and/or 
even sanctions regard-
ing any alleged infrac-

tions by a regulated en-
tity. We still await details 
from the investigating 
authorities. Such is the 
practice worldwide so as 
to ensure the protection 
of both local and inter-
national investors’ inter-
ests. NAHCO Plc is a fully 
privatized Company, 
and maintaining a status 
one of the most success-
ful privatisation track 
records for eleven years 
with zero Government 
interests,” the statement 
further stated. 

“ NA H C O AV I A N C E 
wishes to assure its nu-
merous customers, share-
holders and its European 
Union strategic investors 
that core operations of 
the Company will be sus-
tained under the current 
difficult situation. The 
Managing Director who 
was on a short vacation 
has since cut short his va-
cation and is back at the 
helm of affairs at the Com-
pany. Management will 
provide updates as and 
when available,” the com-
pany noted.

Limited and is registered 
with the Securities and 
Exchange Commission 
to carry out business as 
Fund/Portfolio Manager. 

Quoting the Nigerian 
Stock Exchange, “the 
composition of these in-
dices after the review will 
be effective Thursday, 
July 1, 2016”. 

As the investment 
objective of the Vetiva 
ETF Suite is to track the 
price and yield perfor-
mance of the relevant 
indices, any change to 
the underlying indices 
will require the ETF 
Trusts to make corre-
sponding adjustments 
to the portfolios on re-
balancing.  

Further to the above, 
Vetiva Fund Managers 
Limited will rebalance 
the ETF Portfolios in line 
with the changes to the 
relevant indices.

Vetiva Fund 
Managers Lim-
ited has an-
nounced the 

rebalancing of its suite of 
Exchange Traded Funds 
–the Vetiva Griffin 30 
Exchange Traded Fund 
(VG30 ETF), the Vetiva 
Banking Exchange Trad-
ed Fund (VB ETF), the 
Vetiva Consumer Goods 
Exchange Traded Fund 
(VCG ETF) and the Vet-
iva Industrials Exchange 
Traded Fund (VI ETF).

This is in line with 
bi-annual review of the 
relevant indices by the 
Nigerian Stock Exchange 
(NSE) –the NSE 30, NSE 
Banking, NSE Consumer 
Goods and NSE Indus-
trial Indices were an-
nounced.

Vetiva Fund Manag-
ers Limited is a wholly 
owned subsidiary of Vet-
iva Capital Management 

Vetiva Fund Managers 
rebalances its suite of 
Exchange Traded Funds
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Prices for Securities Traded As At  Tuesday 09 August  2016

PRICES FOR MAIN BOARD SECURITIES (Equities)

Company CompanyMarket cap(nm) Price (N) Change Trades Volume Market cap(nm) Price (N) Change Trades Volume

BANKING     
ZENITH INTERNATIONAL BANK PLC 502,343.90 16.00 -0.06 314 16,213,964
    314 16,213,964
OTHER FINANCIAL INSTITUTIONS     
FBN HOLDINGS PLC 118,454.47 3.30 0.30 286 69,075,178
    286 69,075,178
    600 85,289,142
     
BUILDING MATERIALS     
DANGOTE CEMENT PLC 3,050,250.83 179.00 -0.56 16 26,391
    16 26,391
    16 26,391
    616 85,315,533
     
CROP PRODUCTION     
FTN COCOA PROCESSORS PLC 1,100.00 0.50 - 1 500,000
OKOMU OIL PALM PLC. 33,386.85 35.00 - 15 60,080
PRESCO PLC 38,850.00 38.85 - 14 16,146
    30 576,226
FISHING/HUNTING/TRAPPING     
ELLAH LAKES PLC. 511.20 4.26 - 0 0
    0 0
LIVESTOCK/ANIMAL SPECIALTIES     
LIVESTOCK FEEDS PLC. 1,940.00 0.97 -1.02 11 615,380
    11 615,380
    41 1,191,606
DIVERSIFIED INDUSTRIES     
A.G. LEVENTIS NIGERIA PLC. 2,461.98 0.93 - 6 76,193
CHELLARAMS PLC. 2,588.07 3.58 - 0 0
JOHN HOLT PLC. 268.51 0.69 - 0 0
S C O A  NIG. PLC. 2,573.31 3.96 - 0 0
TRANSNATIONAL CORPORATION OF NIGERIA PLC 48,788.46 1.20 -3.23 130 18,459,461
U A C N  PLC. 38,417.29 20.00 - 53 479,006
    189 19,014,660
    189 19,014,660
     
BUILDING CONSTRUCTION     
ARBICO PLC. 711.32 4.79 - 0 0
    0 0
BUILDING STRUCTURE/COMPLETION/OTHER     
COSTAIN (W A) PLC. 542.19 0.50 - 0 0
    0 0
INFRASTRUCTURE/HEAVY CONSTRUCTION     
JULIUS BERGER NIG. PLC. 63,874.80 48.39 - 3 1,886
ROADS NIG PLC. 165.00 6.60 - 1 266
    4 2,152
REAL ESTATE DEVELOPMENT     
UACN PROPERTY DEVELOPMENT CO. LIMITED 6,393.75 3.72 - 11 124,092
    11 124,092
REAL ESTATE INVESTMENT TRUSTS (REITS)     
SKYE SHELTER FUND PLC 2,000.00 100.00 - 0 0
UNION HOMES REAL ESTATE INVESTMENT TRUST (REIT) 11,305.89 45.22 - 0 0
UPDC REAL ESTATE INVESTMENT TRUST 26,682.70 10.00 - 1 100
    1 100
    16 126,344
AUTOMOBILES/AUTO PARTS     
DN TYRE & RUBBER PLC 2,386.33 0.50 - 0 0
    0 0
BEVERAGES--BREWERS/DISTILLERS     
CHAMPION BREW. PLC. 28,264.48 3.61 - 2 10,000
GOLDEN GUINEA BREW. PLC. 231.34 0.85 - 0 0
GUINNESS NIG PLC 143,059.38 95.00 -1.05 43 548,125
INTERNATIONAL BREWERIES PLC. 59,461.20 18.05 -5.00 60 1,380,237
NIGERIAN BREW. PLC. 1,033,161.85 130.30 0.23 158 672,078
PREMIER BREWERIES PLC 2,888.67 2.95 - 0 0
    263 2,610,440
BEVERAGES--NON-ALCOHOLIC     
7-UP BOTTLING COMP. PLC. 76,550.55 119.50 - 24 17,216
    24 17,216
FOOD PRODUCTS     
DANGOTE FLOUR MILLS PLC 19,950.00 3.99 -3.86 145 4,236,762
DANGOTE SUGAR REFINERY PLC 81,600.00 6.80 -2.58 23 283,217
FLOUR MILLS NIG. PLC. 52,353.53 19.95 -0.25 62 465,852
HONEYWELL FLOUR MILL PLC 11,498.79 1.45 -4.61 25 1,555,966
MULTI-TREX INTEGRATED FOODS PLC 1,861.25 0.50 - 0 0
N NIG. FLOUR MILLS PLC. 1,185.03 6.65 - 0 0
NASCON ALLIED INDUSTRIES PLC 21,354.47 8.06 - 10 40,615
P S MANDRIDES & CO PLC. 214.00 5.35 - 0 0
U T C NIG. PLC. 616.69 0.50 - 0 0
UNION DICON SALT PLC. 4,507.36 16.49 - 0 0
    265 6,582,412
FOOD PRODUCTS--DIVERSIFIED     
CADBURY NIGERIA PLC. 26,107.01 13.90 - 21 46,926
NESTLE NIGERIA PLC. 649,978.13 820.00 - 13 7,323
    34 54,249
HOUSEHOLD DURABLES     
NIGERIAN ENAMELWARE PLC. 1,886.86 29.78 - 0 0
VITAFOAM NIG PLC. 3,064.57 2.94 -1.01 59 1,722,981
    59 1,722,981
PERSONAL/HOUSEHOLD PRODUCTS     
P Z CUSSONS NIGERIA PLC. 77,622.83 19.55 - 24 28,156
UNILEVER NIGERIA PLC. 132,415.37 35.00 - 48 655,626
    72 683,782
    717 11,671,080
BANKING     
ACCESS BANK PLC. 159,103.84 5.50 -1.79 111 18,044,635
DIAMOND BANK PLC 31,498.13 1.36 -0.73 44 4,495,088
ECOBANK TRANSNATIONAL INCORPORATED 210,836.34 11.49 -0.43 45 778,657
FIDELITY BANK PLC 30,133.79 1.04 -0.95 124 19,018,783
GUARANTY TRUST BANK PLC. 706,348.30 24.00 0.21 239 28,440,890
SKYE BANK PLC 9,577.41 0.69 1.47 72 7,077,069
STERLING BANK PLC. 33,396.89 1.16 -9.37 7 236,000
UNION BANK NIG.PLC. 67,743.23 4.00 - 63 706,696
UNITED BANK FOR AFRICA PLC 161,443.89 4.45 -2.20 199 38,525,075
UNITY BANK PLC 11,572.44 0.99 - 0 0
WEMA BANK PLC. 26,230.64 0.68 -2.86 14 221,847
    918 117,544,740
INSURANCE CARRIERS, BROKERS AND SERVICES     
AFRICAN ALLIANCE INSURANCE COMPANY PLC 10,292.50 0.50 - 0 0
AIICO INSURANCE PLC. 4,712.54 0.68 -4.23 22 2,780,463
AXAMANSARD INSURANCE PLC 22,050.00 2.10 - 6 38,000
CONSOLIDATED HALLMARK INSURANCE PLC 3,000.00 0.50 - 0 0
CONTINENTAL REINSURANCE PLC 10,476.47 1.01 -0.98 6 153,764
CORNERSTONE INSURANCE COMPANY PLC. 7,364.75 0.50 - 0 0
EQUITY ASSURANCE PLC. 7,000.00 0.50 - 0 0
GOLDLINK INSURANCE PLC 2,411.47 0.53 - 0 0
GREAT NIGERIAN INSURANCE PLC 1,913.74 0.50 - 0 0
GUINEA INSURANCE PLC. 3,070.00 0.50 - 0 0
INTERNATIONAL ENERGY INSURANCE COMPANY PLC 642.04 0.50 - 0 0
LASACO ASSURANCE PLC. 3,661.72 0.50 - 0 0
LAW UNION AND ROCK INS. PLC. 2,028.02 0.59 - 4 18,813
LINKAGE ASSURANCE PLC 4,000.00 0.50 - 0 0
MUTUAL BENEFITS ASSURANCE PLC. 4,000.00 0.50 - 1 200
N.E.M INSURANCE CO (NIG) PLC. 4,330.01 0.82 -3.53 16 946,693
NIGER INSURANCE CO. PLC. 3,869.74 0.50 - 1 1,330
PRESTIGE ASSURANCE CO. PLC. 2,759.15 0.50 - 2 1,200
REGENCY ALLIANCE INSURANCE COMPANY PLC 3,334.38 0.50 - 0 0
SOVEREIGN TRUST INSURANCE PLC 4,170.41 0.50 - 0 0
STANDARD ALLIANCE INSURANCE PLC. 5,996.59 0.50 - 0 0
STANDARD TRUST ASSURANCE PLC 3,070.54 0.50 - 1 1,000
UNIC INSURANCE  PLC. 1,291.15 0.50 - 0 0
UNITY KAPITAL ASSURANCE PLC 6,933.33 0.50 - 1 30,000
UNIVERSAL INSURANCE COMPANY PLC 8,000.00 0.50 - 0 0
WAPIC INSURANCE PLC 6,959.02 0.52 4.00 135 153,858,378
    195 157,829,841
MICRO-FINANCE BANKS     
FORTIS MICROFINANCE BANK PLC 11,799.67 2.58 - 0 0
NPF MICROFINANCE BANK PLC 2,149.44 0.94 - 9 146,388

    9 146,388
MORTGAGE CARRIERS, BROKERS AND SERVICES     
ABBEY MORTGAGE BANK PLC 5,250.00 1.25 - 0 0
ASO SAVINGS AND LOANS PLC 7,370.87 0.50 - 0 0
INFINITY TRUST MORTGAGE BANK PLC 6,130.57 1.47 - 0 0
RESORT SAVINGS & LOANS PLC 5,664.87 0.50 - 0 0
UNION HOMES SAVINGS AND LOANS PLC. 2,949.22 3.02 - 0 0
    0 0
OTHER FINANCIAL INSTITUTIONS     
AFRICA PRUDENTIAL REGISTRARS PLC 5,300.00 2.65 -0.38 37 557,240
CUSTODIAN AND ALLIED PLC 22,351.08 3.80 - 5 22,600
DEAP CAPITAL MANAGEMENT & TRUST PLC 750.00 0.50 - 0 0
FCMB GROUP PLC. 25,743.52 1.30 -2.99 44 6,966,908
NIGERIA ENERYGY SECTOR FUND 411.91 552.20 - 0 0
ROYAL EXCHANGE PLC. 2,572.69 0.50 - 1 200
SIM CAPITAL ALLIANCE VALUE FUND 3,313.67 103.24 - 0 0
STANBIC IBTC  HOLDINGS PLC 132,800.00 13.28 -0.15 12 135,380
UNITED CAPITAL PLC 14,160.00 2.36 -1.67 70 3,742,365
    169 11,424,693
    1,291 286,945,662
HEALTHCARE PROVIDERS     
EKOCORP PLC. 1,765.05 3.54 - 0 0
UNION DIAGNOSTIC & CLINICAL SERVICES PLC 1,776.57 0.50 - 0 0
    0 0
MEDICAL SUPPLIES     
MORISON INDUSTRIES PLC. 251.09 1.65 - 1 100
    1 100
PHARMACEUTICALS     
EVANS MEDICAL PLC. 366.17 0.50 - 3 2,380
FIDSON HEALTHCARE PLC 2,790.00 1.86 -4.62 15 832,690
GLAXO SMITHKLINE CONSUMER NIG. PLC. 21,525.78 18.00 -2.70 20 510,419
MAY & BAKER NIGERIA PLC. 1,117.20 1.14 - 3 21,010
NEIMETH INTERNATIONAL PHARMACEUTICALS PLC 1,852.07 1.18 - 1 4,000
NIGERIA-GERMAN CHEMICALS PLC. 556.71 3.62 - 0 0
PHARMA-DEKO PLC. 385.94 1.78 - 9 5,933,690
    51 7,304,189
    52 7,304,289
COMPUTER BASED SYSTEMS     
COURTEVILLE BUSINESS SOLUTIONS PLC 1,776.00 0.50 - 3 110
    3 110
COMPUTERS AND PERIPHERALS     
OMATEK VENTURES PLC 1,470.89 0.50 - 0 0
    0 0
ELECTRONIC COMMUNICATIONS SERVICES     
MTECH COMMUNICATIONS PLC 4,519.67 0.91 - 0 0
    0 0
IT SERVICES     
CWG PLC 6,741.29 2.67 - 1 100
NCR (NIGERIA) PLC. 970.92 8.99 - 0 0
TRIPPLE GEE AND COMPANY PLC. 757.28 1.53 - 0 0
    1 100
PROCESSING SYSTEMS     
CHAMS PLC 2,348.03 0.50 - 0 0
E-TRANZACT INTERNATIONAL PLC 25,200.00 6.00 - 2 340
    2 340
TELECOMMUNICATIONS SERVICES     
MASS TELECOMMUNICATION INNOVATIONS NIGERIA PLC 2,446.80 0.50 - 0 0
    0 0
    6 550
BUILDING MATERIALS     
AFRICAN PAINTS (NIGERIA) PLC. 954.31 2.59 - 0 0
ASHAKA CEM PLC 44,677.09 19.95 - 3 2,550
BERGER PAINTS PLC 1,996.88 6.89 -4.97 8 111,990
CAP PLC 25,900.00 37.00 - 6 6,874
CEMENT CO. OF NORTH.NIG. PLC 8,294.07 6.60 - 5 3,805
DN MEYER PLC. 295.75 0.91 - 1 2,000
FIRST ALUMINIUM NIGERIA PLC 1,055.18 0.50 - 0 0
LAFARGE AFRICA PLC. 258,035.19 51.50 - 61 271,895
PAINTS AND COATINGS MANUFACTURES PLC 784.99 0.99 - 0 0
PORTLAND PAINTS & PRODUCTS NIGERIA PLC 704.00 1.76 - 5 60,000
PREMIER PAINTS PLC. 1,277.97 10.39 - 0 0
    89 459,114
ELECTRONIC AND ELECTRICAL PRODUCTS     
AUSTIN LAZ & COMPANY PLC 2,256.91 2.09 - 0 0
CUTIX PLC. 1,541.16 1.75 - 1 2,600
    1 2,600
PACKAGING/CONTAINERS     
AVON CROWNCAPS & CONTAINERS 943.88 1.38 - 0 0
BETA GLASS CO PLC. 19,328.92 38.66 - 0 0
GREIF NIGERIA PLC 413.18 9.69 - 3 69,100
    3 69,100
TOOLS AND MACHINERY     
NIGERIAN ROPES PLC 1,966.97 7.46 - 0 0
    0 0
    93 530,814
     
CHEMICALS     
B.O.C. GASES PLC. 1,544.27 3.71 - 0 0
    0 0
METALS     
ALUMINIUM EXTRUSION IND. PLC. 2,144.57 9.75 - 0 0
    0 0
MINING SERVICES     
MULTIVERSE MINING AND EXPLORATION PLC 2,130.97 0.50 - 0 0
    0 0
PAPER/FOREST PRODUCTS     
THOMAS WYATT NIG. PLC. 123.20 0.56 - 0 0
    0 0
    0 0
ENERGY EQUIPMENT AND SERVICES     
JAPAUL OIL & MARITIME SERVICES PLC 3,131.35 0.50 - 0 0
    0 0
INTEGRATED OIL AND GAS SERVICES     
OANDO PLC 68,597.33 5.70 -3.51 132 2,116,712
    132 2,116,712
PETROLEUM AND PETROLEUM PRODUCTS DISTRIBUTORS     
BECO PETROLEUM PRODUCT PLC 1,858.49 0.50 - 0 0
CONOIL PLC 16,627.09 23.96 - 13 21,140
ETERNA PLC. 3,508.15 2.69 - 12 63,938
FORTE OIL PLC. 217,279.90 166.82 - 68 68,329
MOBIL OIL NIG PLC. 61,182.20 169.67 -5.00 56 149,294
MRS OIL NIGERIA PLC. 9,796.34 38.57 -5.00 15 152,150
TOTAL NIGERIA PLC. 80,127.15 236.00 2.63 75 791,128
    239 1,245,979
EXPLORATION AND PRODUCTION     
SEPLAT PETROLEUM DEVELOPMENT COMPANY LTD 136,353.58 242.00 -3.20 9 85,305
    9 85,305
    380 3,447,996
ADVERTISING     
AFROMEDIA PLC 2,219.52 0.50 - 0 0
    0 0
APPAREL RETAILERS     
LENNARDS (NIG) PLC. 210.49 3.00 - 0 0
    0 0
AUTOMOBILE/AUTO PART RETAILERS     
R T BRISCOE PLC. 588.18 0.50 - 0 0
    0 0
COURIER/FREIGHT/DELIVERY     
RED STAR EXPRESS PLC 2,369.78 4.02 - 5 68,012
TRANS-NATIONWIDE EXPRESS PLC. 194.84 0.98 - 1 10,055
    6 78,067
HOSPITALITY     
TANTALIZERS PLC 1,605.81 0.50 - 0 0
    0 0
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‘Our goal is to develop our 
assets on a permanent basis’

Nigeria, to educate cattle 
farmers that “quality mat-
ters more than quantity,” 
and help them organise 
into cooperatives for better 
business.

Audu Ogbe, minister of 
agriculture and rural de-
velopment, who was also 
at the event, promised that 
herdsmen would soon be 
organised into ranches in 
the country, with special 
grasses and water, which 
would give better yield and 
make the animals healthier. 
He also disclosed that spe-
cial flasks, which could pre-
serve raw milk for up to six 
hours, would soon be made 
available, enabling cattle 
farmers to get the product 
to dairies in good quality.

Joosten said Friesland 
Campina was a coopera-
tive owned by 19,000 farm-
ers, and was 145 years old. 
It began business in Ni-
geria in 1973 as Friesland 

Campina WAMCO Nigeria.
The company wants to 

partner the Federal Gov-
ernment to build a healthi-
er populace through better 
nutrition, collaborate in 
the school feeding pro-
gramme, and promote 
dairy development in the 
country. It has also been 
providing nutrition sup-
port for internally dis-
placed persons in the 
North East.

Also on the delegation 
of the global CEO was 
the managing director of 
Friesland Campina WAM-
CO, Rahul Colaco.

ELIZABETH ARCHIBONG
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CHANGE OF NAME
I, formerly known and addressed as  

Jacob Iyeje now wish to be known 

and addressed as Idikwu Arikpa 

Moses All former documents remain 

valid. General Public please  take note.

CHANGE OF NAME CHANGE OF NAME CHANGE OF NAME
I, formerly known and addressed 
as  Yekinni Ademayowa 
Elizabeth now wish to be 
known and addressed as Mrs 
Ajadi Ademayowa Elizabeth
All former documents remain valid. 
General Public please  take note.

I, formerly known and addressed 

as  Miss Ogbeme Blessing 

Aluede  now wish to be known and ad-

dressed as Mrs Ogbeme Blessing 

Osunde All former documents remain 

valid. General Public please  take note.

I, formerly known and ad-
dressed as   Adewuyi Fatimah 
Surajudeen now wish to 
be known and addressed as 
Mohammed Fatimat Suraj All 
former documents remain valid. 
General Public please  take note.

CHANGE OF NAME

CHANGE OF NAME

CHANGE OF NAME CHANGE OF NAME CHANGE OF NAME

CHANGE OF NAME CHANGE OF NAME

CHANGE OF NAME CHANGE OF NAME CHANGE OF NAME

CHANGE OF NAME CHANGE OF NAME

CHANGE OF NAME CHANGE OF NAME CHANGE OF NAME

I, formerly known and addressed as  

Miss Onyema Veronica now wish 

to be known and addressed as Mrs. 

Veronica Ikechukwu Nwaiwu 

All former documents remain valid. 

General Public please  take note.

I, formerly known and addressed 

as  Husman Ahmudu now 

wish to be known and addressed 

as Amadu Bello Usman

All former documents remain valid. 

General Public please  take note.

I, formerly known and addressed as 

Miss   kalu blessing ngozi  now 

wish to be known and addressed as 

Mrs Ogbonna blessing ngozi 

All former documents remain valid. 

General Public please  take note.

I, formerly known and addressed as   

Mrs Lucie  Erike  Adeyoola  now 

wish to be known and addressed as 

Ms Lucie Emike Felix All for-

mer documents remain valid. 

General Public please  take note.

I, formerly known and addressed 

as   Eromoigbe Hope Ose  now 

wish to be known and addressed as 

Eromoigbe Samson Ighedose 

All former documents remain valid. 

General Public please  take note.

I, formerly known and ad-
dressed as  Miss Okafor 
Dorathy Nwakeago now wish 
to be known and addressed as Mrs 
Anameze Dorathy Nwakeago 
All former documents remain valid. 
General Public please  take note.

I, formerly known and addressed 

as  Miss Mariam Fuja now wish 

to be known and addressed as 

Mrs Mariam Oluwasanwo All 

former documents remain valid. 

General Public please  take note.

I, formerly known and addressed as  

Miss Chile Lynda Ikpeachu now 

wish to be known and addressed as 

Mrs Chile Pat Lynda Ogumba 

All former documents remain valid. 

General Public please  take note.

I, formerly known and addressed as  

Asianya Chinenye Irene now 

wish to be known and addressed 

as Chinenye Irene Obiejesi All 

former documents remain valid. 

General Public please  take note.

I, formerly known and addressed 

as  Miss Morah Rita Chichi now 

wish to be known and addressed 

as  Mrs Fasasi Farida Chichi  

All former documents remain valid. 

General Public please  take note.

I, formerly known and addressed 

as  Olumati Nka Ruth now 

wish to be known and addressed 

as Orlumati Mary Ruth All 

former documents remain valid. 

General Public please  take note.

I, formerly known and ad-
dressed as  Uzoanya Gift 
Onyinyechi Salome now wish 
to be known and addressed as 
Onoh Gift Onyinyechi Salome
 All former documents remain valid. 
General Public please  take note.

I, formerly known and addressed 

as  Ladan Dumebi Edith now 

wish to be known and addressed as 

Obi Edith All former docu-

ments remain valid. Gen-

eral Public please  take note.

I, formerly known and addressed as  

Adu Goddy Orzoremezim now 

wish to be known and addressed as 

Adu Godday Orzor All for-

mer documents remain valid. 

General Public please  take note.

I, formerly known and ad-
dressed as  Kalu Chinecherem 
Stephanie now wish to be 
known and addressed as Kalu 
Chinecherem Peace All for-
mer documents remain valid. 
General Public please  take note.

P
re s i d e nt  Mu -
hammadu Bu-
hari has decried 
the culture of 
waste foisted on 

the country due to lack of 
means of preservation of 
agricultural products.

Receiving Roelf Joosten, 
global CEO of Friesland 
Campina, The Nether-
lands, at State House, 
Abuja, Tuesday, President 
Buhari lamented the situ-
ation in which cattle farm-
ers throw away milk from 
their animals, because 
there was no means of 
preserving and processing 
the product.

“We have failed to de-
velop our assets on a per-
manent basis. This, we are 
determined to work on,” 
the President said, and 
urged Friesland Campina, 
in its collaboration with 
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Recession: Understanding the present ...

prices was only a natural af-
termath, worsened by output 
curtailment.

The truth is that many 
developing countries, in-
cluding Nigeria, have major 
issues with their economic 
planning. They either lack 
the skills and data or do 
not implement their plans. 
Sometimes they plan after 
the fact. The result is that 
recession, which has anti-
dotes, is magnified. The first 
thing they notice is that their 
reserves are barely enough 
to fund three months’ im-
port bills. Thereafter, their 
national currencies come 
under pressure and become 
the target of both informed 
and half-baked economic 
postulations. Eventually, the 
currencies get victimised 
against unrealizable expec-
tations.On the other hand, 
and because hot money re-
acts negatively to recession, 
capital flight takes a new turn 
worsening the plight of the 
local currency. It is hard to 

imagine that leaders could 
be discussing anything other 
than recovery at such a time.

The economic crisis of 
2008 led to a world-wide de-
cline in Foreign Direct Invest-
ment (FDI) around the world 
and also shifted the flow 
of FDI away from the more 
vulnerable economies. Since 
2014, developing countries 
have continued to experience 
the reversal of the inflows 
they previously enjoyed. As at 
2015, the net capital outflow 
from developing countries 
had reached over $600 bil-
lion. To stem the outflow of 
highly needed capital, many 
developing countries often 
take the precipitate action 
of introducing stiff capital 
controls. Others raise interest 
rates to stop capital outflows.

Nigeria’s Central Bank re-
cently raised the MPR by 200 
basis points to 14 per cent. 
With inflation now at double 
digit, it becomes difficult to 
justify the raise except as a 
means of stemming capital 
outflow. Unfortunately, these 
strategies have proved to 
be temptations into which 

lion from N645.8 billion 
in 2014 and N549.9 billion 
in 2013. Also, deposits by 
customers, though having 
declined markedly by 20% 
compared to 2014-year end 
level, remains healthy at 
N753.15 billion. This, with-
out a doubt, compares very 
favourably with the bank’s 
peers in the industry.

And this is where the new 

management, headed by 
Tokunbo Abiru, as CEO and 
M. K. Ahmad as the Chair-
man of the newly formed 
board, both highly judged 
to have proven track record 
of competencies, comes in. 
Following the consolidation 
exercise of 2005, from which 
Skye Bank emerged one 
of the important systemic 
banks in Nigeria, growing 
its branch network to reach 
over 400, staff strength above 
11,000, and consistent in-

The Skye can be big...
Continued from Back Page

Recession or...
Continued from Back Page

revenues are 45% below 
budget projections. We are 
not surprised as anyone 
following this column may 
have expected. We have 
always held the view that 
revenue projections based 
on oil prices, volumes and 
margins as well as taxes and 
duties may have been over-
estimated in the budget 
projections. My sense is 
that the biggest flaw in cur-
rent fiscal strategy is the 
over-reliance on borrowing 
in a context in which debt 
service is already 25 percent 
of the budget (and over 35 
percent of revenue!) while 
there is no clear and con-
certed strategy for replacing 
lost fiscal investments with 
private capital. I frankly 
can’t understand why there 
hasn’t been a more open 
and aggressive attitude to-
wards foreign direct and 
portfolio investment, privat-
ization, PPPs, and strategies 
to leverage global private 
capital to replace govern-
ment spending in the oil 
and gas and infrastructure 
sectors. I think rather than 
increasing debt servicing, a 
partial sale of government’s 

stake in NLNG, conver-
sion of our oil sector JVs 
into incorporated JVs and 
privatization of FAAN may 
be more sustainable financ-
ing options. Q1 data from 
NBS suggests that FDI was 
trending towards zero in 
the first quarter and that 
trend is likely to have per-
sisted or worsened in Q2. 
We however have cause to 
hope that the situation may 
improve somewhat with 
the new FX system and pro-
gress towards downstream 
deregulation. Nigeria has 
already moved from being 
the top receiver of FDI in 
Africa in 2011 and 2012 to 
being the sixth by 2015 and 
except policy averts current 
direction and run rate, we 
will be out of the top ten 
by year end (!) in the same 
manner we have dropped 
out of the growth leaders.

Most macroeconom-
ic indices are also trend-
ing negative-inflation has 
reached 16.5% by June; FX 
reserves are down to $26bn 
and falling; exchange rates 
are on free fall; and CBN 
has had to raise its monetary 
policy rate to 14% in a bid to 
attract offshore bond inves-
tors back into the market. 

It’s an irony that we basi-
cally ejected those inves-
tors just a year ago with our 
vituperations and irrational 
anger at JP Morgan. I have 
been very critical of CBN in 
the last year, but now I am 
more charitable-the easy 
decisions are over; now 
every choice our monetary 
and fiscal authorities make 
will have costs and benefits 
that may be almost evenly 
matched! The most impor-
tant issues now are resum-
ing growth and employment 
and bringing back private 
investment, both local and 
foreign; and I suggest policy 
choices and trade-offs be 
weighted in favour of these 
considerations.

So back to my initial 
question-is the Nigerian 
economy in recession and 
will it recover? I think both! 
We are in recession and may 
first have more recession 
till at least Q3 2016. Then 
modest recovery may com-
mence and dependent on 
policy and political risks, 
growth could accelerate. 
On the other hand, it is not 
impossible for policy mak-
ers to ensure we have a long 
period of recession and low 
growth! 

creases in its earnings since 
then, following a coherent 
strategy, the future is about 
returning to the core values 
and strength that made the 
Skye big enough for every-
one in the first instance. It 
still has a solid franchise that 
was first established in Lagos 
and the South West but has 
spread to other regions of 
the country. The future of the 
bank will be assured by com-
peting on existing distinctive 
capabilities. I thank you. 

developing countries fall at 
their own peril. Hot money, 
especially of foreign origins, 
is implacable at such times. 

The monetary authorities 
must therefore be gentle in 
using monetary policy to 
fight the recession, knowing 
that it may be ineffective for 
many reasons, including pes-
simism and the behaviour of 
the investment curve, in a re-
cession. Also, a government 
trying to spend its way out of 
recession may be counter-
productive by reducing the 
capacity of the more efficient 
private sector to invest in pro-
ductive ventures. As govern-
ment often funds its deficit 
from taxes and borrowing, 
which withdraw resources 
from the private sector, it lim-
its private capacity to invest. 

Evidently, resolving the 
dilemma inherent in a re-
cession requires thoughtful 
balancing acts that promote 
optimism, brighten the cur-
rent gloomy outlook and 
curb the current coexistence 
of inflation, joblessness and 
vanishing disposable in-
comes called stagflation.

Continued from Back Page
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Travellers flock to Nigerian airlines to cut...
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Experts see devaluation gains on Eurobond...
Continued from page 4

Day that before now, she flew 
business class to London just to 
be more comfortable but with the 
spike in airfares, she had to re-or-
der her priority by flying economy.

According to Bimbo, “If the situ-
ation of airfare increase continues, 
I may have to stop flying British 
Airways to fly Air France or Arik Air, 
which is more affordable.”

BusinessDay’s checks show that 
British Airways, which had previ-
ously charged N250,000 or below 
for an economy class return ticket 
from Nigeria to London, when the 
exchange rate was N150 to a dollar 
,now charges N550,000.

For economy class, British Air-
ways which previously charged 
about N350,000 is currently charg-
ing N829,600 while a first class 
ticket costs above N1.5million, 
these amounts exclude taxes, fees 
and carrier charges.

Checks show that AirFrance/
KLM, which previously charged 
below N150, 000 for a Lagos – Lon-
don return ticket in economy, now 
charges N350, 000 while Arik Air, 
which is a domestic airline, charges 
a sum of N280, 000.

On the other hand, passengers 
travelling to the United States are 
seeing a similar increase, as British 
Airways which before now, charged 
below N400, 000 for an economy 
class return ticket, now charges 
N750,000 Airfrance N550,000,  
United Airlines N540,000 and KLM 
charges the lowest fare, with a sum 
of N449,900.

“The economy, premium, busi-
ness and first class, all have cheap-

er booking classes, which come in 
various categories for each of the 
classes. Because of the exchange 
rate, international airlines had to 
close the cheap booking class, that 
is why only the most expensive 
booking class in each of the classes 
is open for purchase,” Hakeem told 
BusinessDay.

The Nigerian naira closed trad-
ing at N282 against the dollar in the 
interbank foreign exchange (FX) 
market but currently the exchange 
rate at the parallel market is N395 
to a dollar.

According to Kola Olayinka, 
Country Manager, British Air-
ways West Africa, “British Airways 
did not increase airfares but  the 
dollar did. Our spare parts and 
maintenance till date, are done in 
dollars at the same price, despite 
the exchange rate.

“For every single passenger on 
board from Murtala Muhammed 
Airport, British Airways pays $20 
for security, $50  to government 
and 50percent of every fare we 
collect is a tax, and that goes to the 
government,” Olayinka added.

“The Foreign exchange rate has 
made it difficult for customers to 
get dollars and it has a negative 
impact on the traffic level of our air-
line,” Jean-Raoul Tauzin, General 
Manager, Air France KLM Nigeria 
and Ghana said in an interview 
with BusinessDay.

Airline sources say consumable 
spares for planes have become 
harder to buy and stock in large 
quantities, while repayment for 
lease rentals and loans have kept 
dragging as the dollar shortage 
worsens.

(our REER 20 year fair value estimate 
is 315-320/$),” Rencap analysts 
noted in a July 26 note to investors.

Along similar lines, other ana-
lysts say the pricing will take a 
significant toll on the overall at-
tractiveness of the bond.

“It will determine to a large 
extent, whether or not it will be 
oversubscribed,” analysts at Car-
dinal Stone Partners say.

“Investors may seek to maximise 
returns and Nigeria’s current risk 
perception has put them in a posi-
tion to demand for higher returns.”

Nigeria threw in the towel on a 
hard peg which had seen foreign 
portfolio investors flock out in 
droves, but policy makers have 
since responded by liberalising 
the FX market on June 20, even as 
they raised monetary policy rates 
to 14 percent from 12 percent on 
May 23, to achieve positive returns 
for bond investors after inflation 
climbed to 16.5 percent in June.

The twin effects of commodity 
prices decline, which are strain-
ing fiscal and current account 
balances of African countries, 
and the increased prospect of cur-
rency weakness have weighed on 
Foreign Portfolio Investors’ senti-
ment, shelving bond issuances.

In the first half of 2016, there was 
a decline in sovereign bond issuanc-
es by 50.58 percent (year-on-year), 
as only South Africa ($1.25 billion) 
and Mozambique ($726.5 million) 
raised Eurobonds, as against four 
issuances totalling $4 billion in the 
first six months of 2015.

More recently, Ghana scrapped 
plans to sell its fourth Eurobond, 
pulling back at the yield investors 
demanded.

“Perhaps our timing is right, 
but we must learn from Ghana, 
because there is nothing more 
embarrassing than floating a bond 
and recording an underweight,” 
Aigboje, added.

BusinessDay earlier reported 
that Nigeria was in the hunt for 
two lead managers and a financial 
adviser to organise the issuance 
of $1 billion of Eurobonds, as it 
floats the first tranche of a $4.5 
billion debt programme to run 
through 2018.

Two international banks as 
lead managers and one local 
bank in the capacity of a financial 
adviser are being sought after, ac-
cording to a statement published 
in the U.K’s Financial Times news-
paper, Monday.

Bids for the two lead managers 
and local lender to handle the sale 
are to be submitted by noon on Sept. 
19 in the capital, Abuja, the Debt 
Management Office (DMO) stated.

“This is in line with the FGN’s 
external borrowing plan in the 
2016 budget, and it should assist 
in financing the proposed deficit 
of N2.2trn for this fiscal year,” said 
Chinwe Egwim, a macroeco-
nomic & fixed income researcher 
at investment bank, FBN Quest, in 
an emailed note to BusinessDay.

“However, given the current 
macro challenges (oil price slide, 
fx sourcing challenges, steady hike 
in inflation) and the recent down-
grade of Nigeria’s sovereign rating 
by Fitch Ratings from BB- to B+, 
the issue is likely to be pricier for 
the government as investors are 
likely to demand for higher yields 
to compensate for the country’s 
heightened risk profile,” Egwim 
added.

Continued from page 4
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Recession creates opportunities to formalise export, mining...

CBN tightens noose on its lending...

are prohibited from inter-bank 
foreign exchange on the same 
day”, the circular stated.

 The circular reads in part, “In 
view of the observed abuse of ac-
cess to the CBN standing lending 
facility by authorised dealers, 
it has become imperative that 
some measures be taken to re-

dress the trend and re-define the 
mode of operation by authorised 
dealers at the window.

“Thus, all authorised deal-
ers are henceforth, directed to 
refrain from accessing the dis-
count window of the CBN on the 
settlement date for government 
securities’ auction. The securi-
ties referred to here are CBN 
bills, Nigerian treasury bills, and 

Federal Government of Nigeria 
bonds.

“All authorised dealers are 
hereby required to note and 
comply accordingly, as violation 
will result in the denial of access 
to the CBN standing lending 
facility.

You are reminded that au-
thorised dealers who come to 
any of CBN’s windows are pro-
hibited from inter-bank foreign 
exchange on the same day.”

cil (NEPC) had confirmed in 
early 2015 that 80 percent of 
non-oil export transactions of 
the country were not being re-
corded, accounting for the wide 
disparity in official statistics in 
the country and those provided 
by the ITC.

There is often a wide dis-
parity between the ITC data 
and data from Cobalt Interna-
tional Services, which is the 
indigenous company assigned 
with the role of calculating 
non-oil exports in Nigeria. This 
is because Cobalt calculates 
Nigeria’s non-oil exports from 
the point of exit or at the ports, 
while ITC calculates countries’ 
non-oil export figures from 
import countries or points of 
arrival, the point NEPC ac-
knowledges.

The ITC is a subsidiary or-
ganisation of the World Trade 
Organisation (WTO) and the 
United Nations Conference 
on Trade and Development 
(UNCTAD) and provides trade-
related technical assistance to 
117 countries.

BusinessDay compared data 
between the two and found 
that more goods are leaving 
Nigeria unrecorded, due to lack 
of formalisation of several busi-
nesses in the country.

While the ITC recorded 
$11.2 billion in 2013, Cobalt’s 
figure was $2.97 billion. Also 
in 2014, the ITC recorded $9.4 
billion, while the local data 
estimated the non-oil export 
value that year at $2.43 billion. 

This was also the case in 2015 
when ITC arrived at a figure 
of $2.88 billion, different from 
$1.10 billion posted by the local 
data compiler.

BusinessDay gathered from 
the Manufacturers Associa-
tion of Nigeria Export Group 
(MANEG) that each exporter is 
often mandated to pay 0.5 per-
cent of the total value of Freight 
on Board (FOB) to the Nigeria 
Export Supervision Scheme 
(NESS), which in the last three 
years amounted to $85 million. 
This figure was arrived at from 
multiplying 0.5 percent against 
the $17 billion, which is the dif-
ference between the ITC data 
and the Cobalt figures from 
2013 to 2015.

This is bad for Nigeria’s 
economy, hit  by recession 
arising from oil price lows 
which has slashed government 
revenue by over 50 percent, 
creating market distortions, job 
losses and hunger.  

This poor formalisation also 
robs government and private 
sector agencies of funds such 
as certificate fees at the NEPC, 
certificate of origin fees paya-
ble to the Nigerian Association 
of Chambers of Commerce, 
Industry, Mines and Agricul-
ture (NACCIMA), non-agric 
fund paid to the government, 
and fees paid on the basis of 
products being exported.

O m o w u m i  G b a d a m o s i , 
country director, Centre for In-
ternational Private Enterprise, 
said over 60 percent of informal 
traders in West Africa (particu-
larly Nigeria) are women, for 

whom the informal market pro-
vides opportunities to reduce 
poverty, create wealth, and find 
employment.

This kind of situation is well 
known,” said Dele Ayemibo, 
CEO of 3C Impex and vice 
president of the Association of 
Metal Exporters of Nigeria, in a 
telephone interview.

“We are losing a lot of money 
from this,” Ayemibo added.

Similarly, lack of formali-
sation of the mining sector 
makes it difficult for financial 
institutions to fund the sector 
valued at over N400 billion. 
This consequently makes the 
sector prone to abuse, prevents 
proper planning and robs gov-
ernment of huge revenue in 
the sector.

“One of the first things we 
should do is to formalise the 
sector,” Shehu Sani, president, 
Miners Association  of Nigeria 
told BusinessDay.

“We have to pay less atten-
tion to illegal mining for now 
and more attention to formalis-
ing the artisanal miners,” Sani 
said.

Razia Khan, analyst with 
Standard Chartered Bank, Lon-
don, in a recent note entitled, 
‘Nigeria–The rising cost of 
economic informality’, said 
banks comprise a key part of 
Nigeria’s formal sector econ-
omy, contributing even more 
significantly  to government 
revenue . “However, the diver-
sion  of economic  activity from 
the formal banking sector risks 
further eroding this revenue 
contribution,” Khan said.

L-R: Haruna Jalo-Waziri, executive director, business development, Nigerian Stock Exchange (NSE); Joseph Babatunde Oke, chairman, 
A.G. Leventis Nigeria Plc, and Michail Economakis, executive vice chairman/CEO, during the A.G. Leventis Nigeria Plc facts behind the 
figures at the Nigerian Stock Exchange in Lagos, yesterday. Pic:     BUSINESSDAY/Olawale Amooc



Mapping a sustainable future 
for West Africa’s oil, gas sector

MENA countries will invest 
about $10.3 billion in LNG 
importing facilities in the 
“medium term” to meet 
growing demand Source: OPEC

$10.3b Interference from government and 
legislators made other IOCs (apart from 
Shell) step back from divesting some of 
their assets
- Mutiu Sumonu, chairman, Julius 
Berger, Nigeria

Quote
Trafigura has sold at least 
3 million barrels of Latin 
American crude worth 
around $125 million to 
China teapot refineries

$125m

SNAPSHOTS OPEC weekly basket price
5/8/16 39.1

29/07/16 40.24

22/07/16 42.68

15/07/16 42.95

8/7/16 44.31

Interview

Barkindo: Oil 
above $100 
per barrel was 
‘abnormal,’

‘Interventions 
that sustain, 
restore or 
increase 
production 
from existing 
wells are more 
relevant now’ 

Page7

Page 6

Market Insight

M
ost forecasts for 
oil prices in re-
cent times have 
been long on 
the irrationality 

of expecting a quick oil price re-
bound and short on optimism.

RBC Capital Markets, a lead-

WESTAFRICAENERGY
O i l     G a s     P o w e r

R

ing investment bank providing 
services for institutional inves-
tors and governments calculated 
that projects capable of produc-
ing more than a half million bar-
rels per day of oil were cancelled, 
delayed or shelved by OPEC 
countries alone in 2015 and 
prospects for 2016 does not look 
promising either.

The dip in profits reported by 

Bill to regulate 
Ghana’s oil sector 
passed into law

Ghana’s Parliament has 
given its approval to the 
Petroleum Production 
and Exploration Bill on. 

The law, which will regulate the 
nation’s oil sector, comes 9 years 
after Ghana discovered oil.

Emmanuel Kofi Buah, Energy 
Minister, said that even though 
the PNDC Law 84 which had 
regulated the industry has been 
helpful, the new phase the 
nation has entered in terms of 
oil production requires a legal 
regime that is tact and in tune with 
international standards - Page 4

KELECHI EWUZIE 

oil majors in their second-quar-
ter 2016 reports released recently 
only confirms this bleak picture. 
Chevron Corporation reported a 
loss of $1.5bn for second quarter 
2016, compared with earnings of 
$571 million in the second quar-
ter of 2015, while Exxon’s profit 
fell 59 percent to $1.7 billion in 
comparison to the same period 
–  Page 3

ISAAC ANYAOGU 

Overcoming oil, gas 
sector challenges hinged 
on transparency  

Nigeria heavily relies on 
revenue derived from 
the oil and gas sector. 
Currently, oil and gas 

provide the highest external 
income to the 36 states government 
that make up the federation but it 
contributes less than 40 per cent 
to the country’s Gross Domestic 
Product (GDP).

As vital as this sector is to the 
economy, it is constantly bedeviled 
by rising operational costs; 
inadequate finance, poor policy 
implementation, professional 
knowledge gaps; low capacity 
building; crude oil theft, pipeline 
vandalism among others  - Page 2

L-R): Yemi Akinlawon, Africa Region director of SPE; Nathan Meehan, president, Society of Petroleum Engineers (SPE) 
International; George Kalu, chairman,SPE Nigeria Council and Babajide Soyode,Project Lead, Dangote Refinery 
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this country for some time. The 
low GDP contribution of the oil 
and gas sector is because we are 
not adding value and that affects 
employment.

Dolapo Oni Head, Energy 
Research, Ecobank Develop-
ment Company (EDC) Nigeria 
Limited opines that government 
would always have to take the 
lead by making the business en-
vironment stable enough to at-
tract investment to grow the oil 
and gas sector.

Adeyemi-Bero, managing 
director, First E and P Develop-
ment Company Limited main-
tained that government should 
urgently address reform lethargy 
as it has significantly impacted 
on investor confidence adding 
that certainty and growth in the 
marginal fields will also help 
shape productivity to drive the 
country’s economy.

“Government needs to en-
hance certainty by developing 
better strategies to monetise 
gas and tackle the issues around 
ease of doing business especially 
as it relates to regulatory over-
sight will make Nigeria attractive 
to investors”, Adeyemi-Bero said.

Felix Amieyofori, managing 
director, Energia Company Lim-
ited said that Nigeria has much 
bigger issue with security in the 
country at the moment when it 
comes to oil and gas industry 
adding that the growing uncer-
tainties in several parts of the 
country have further heighten 
drilling risk, development of 
marginal field risk and the 
price volatility in the foreign ex-
change.

In the summation of Wumi 
Iledare, the survival of the petro-
leum sector in Nigeria depends 
on transparency and account-
ability as the steam engine that 
drives the economy. “Creating 
a transparent and accountable 
environment requires easy ac-
cess to information and minimi-
zation of the use of discretionary 
power by the government. In-
dustry reform ought to provide 
simple text information on all 
contracts and ensure publiciz-
ing the owners and beneficia-
ries”, he said.

local participation in oil explora-
tion and production. The coun-
try also loses the opportunity 
to generate increased revenue 
from acreages now lying fallow.

Sumonu also said that “Mar-
ginal fields are lying idle be-
cause some of the bidders who 
acquired divested assets lack 
financial and technical compe-
tence to run them.”

Osten Olorunshola, chair-
man, Energy Institute, Nigeria 
and a former director in the De-
partment of Petroleum Resourc-
es stated in his presentation 
said that “the guidelines are too 
flexible and confusing leading 
to low entry requirements. We 
have developed a system where 
due diligence is insufficient and 
predominantly manual. It is also 
characterised by suboptimal 
evaluation of bids and evalua-
tions skewed in favour of self-
interest, political pressures and 
forced marriages.” 

 Charting the way forward 
Industry experts insists that 

government should pay atten-
tion to the oil and gas industry 
as it will remain the cash cow of 

N
igeria heavily relies 
on revenue derived 
from the oil and gas 
sector. Currently, 
oil and gas provide 

the highest external income to 
the 36 states government that 
make up the federation but it 
contributes less than 40 per cent 
to the country’s Gross Domestic 
Product (GDP).

As vital as this sector is to the 
economy, it is constantly bedev-
iled by rising operational costs; 
inadequate finance, poor policy 
implementation, professional 
knowledge gaps; low capacity 
building; crude oil theft, pipeline 
vandalism among others.

Industry stakeholders ob-
serve that if the issues transpar-
ency and accountability in all 
the processes involved in all oil 
and gas dealings are not tackled, 
Nigeria will continue to experi-
ence rot in the oil and gas indus-
try space. 

They pointed out that notice-
able delay in the contracting 
processes, funding and security 
problems are some of the clog 
hindering the progress of the 
sector which a transparent pro-
cess and openness on the part of 
government can resolve. 

Transparency and good gov-
ernance hotspots in the oil and 
gas sector in Nigeria revolve 
around every segment of the 
industry as well as in the distri-
bution the wealth created by the 
sector along the value chain said 
Wumi Iledare, a professor at the 
Emerald Energy Institute, Uni-
versity of Port Harcourt, Nigeria.

“There are public protests 
over inefficiencies in the petro-
leum sector, including domestic 
fuel shortages, inflated fuel pric-
es, and fraudulent behavior. In-
equitable distribution of petro-
leum wealth, which exacerbates 
fraud and corruption, abounds 
in the absence of transparency 
and accountability”, Iledare said. 

He recommended that the 
only approach to solving the 
strangulating hinderances 
threatening to the oil and gas 

WESTAFRICAENERGY
Overcoming oil, gas sector 
challenges hinged on transparency  
KELECHI EWUZIE 

industry in the face of the slide 
in oil price is the total applica-
tion of transparency on the part 
of government, IOCs and local 
operators.

“Transparency encourages 
competition and competition 
enhances industry performance. 
It discourages fraudulent behav-
ior and promotes effectiveness, 
equity, ethics, and efficiency.

 “Good governance promotes 
institutional accountability. Ac-
countability empowers institu-
tions to grant rewards and sanc-
tions without interference. It 
makes national laws effective, 
increase enforceability of con-
tracts, strengthens regulatory 
regimes and creates an efficient 
business environment”, he said.

Iledare further pointed out 
that transparency and account-
ability promote accurate report-
ing of petroleum fiscal revenue 
collection and distribution to re-
duce inept management of the 
Federation Account. It creates 
an avenue through public edu-
cation to change the psyche of 
the electorate to de-emphasize 
rewards without service.

Interference threatens di-
vestment  

High level of government 
interference in the process of 
divestment of oil blocks, undue 
consideration for political stake-
holders and lack of transparency 
in the process have been identi-
fied as key reasons why Inter-
national Oil Companies (IOCs) 
hold back from divesting their 
oil blocks. This has led to a situa-
tion where due diligence is com-
promised and investors without 
requisite technical expertise and 
financial competence acquire 
these divested assets. 

“It is interference from gov-
ernment and legislators that 
made the other IOCs to step 
back from also divesting some 
of their assets,” said Mutiu Su-
monu, chairman of Julius Berg-
er, Nigeria at a panel session on 
the ethics and transparency for 
block concession and divest-
ment in the Nigerian oil and gas 
industry at a recent oil and gas 
event.

The implication of this inter-
ference is that Nigeria is missing 
out on opportunities to increase 
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Mapping a sustainable future for 
West Africa’s oil, gas sector

gas from wells drilled. There is a 
growing difficulty and complexity 
of producing new reserves and oil 
is non-renewable.

Also the complexities and costs 
of well designs have increased 
even as Exploration Companies 
cut CAPEX on account of low oil 
prices. To meet the challenges of 
deep wells exceeding over 20,000 
feet, high pressure, high-temper-
ature wells, E&P companies are 
employing technologies to de-
risk their operations. Tools such 
as non-linear finite element anal-
ysis, computational fluid dynam-
ics, and multi-physics software 
are being used.

West Africa countries en-
gaged in E&P will need to develop 
technical competence in these ar-
eas to remain profitable. Experts 
say it should begin at bidding 
process for even marginal fields 
stressing that technical expertise 
and financial ability should be 
the prime determinants of who is 
allowed to operate in the sector.

“Due diligence should go be-
yond paper exercise” said Mu-
tiu Sumonu, chairman of Julius 
Berger Nigeria.

Market driven economy 
A presentation made by Tim 

Okon, chairman, International 
Institute of Petroleum Energy and 
Policy, at the conference stressed 
the need for a market driven 
economy that should drive fiscal 
policies and governance systems.

While calling for a market 
driven economy, he said that a 
political solution to the distort-
ed governance system will not 
work because it will mean taking 
power away from those who have 
benefited from the current ar-
rangement.

The picture is not far differ-
ent in many sub-Saharan African 
countries. Bureaucracy and po-
litical interference in the econo-
my slows progress. Nevertheless, 
markets play critical roles in en-
couraging investment, promoting 
economic freedom and growth.

“Private capital will seek the 
most value for it, it will require no 
slogan or jingle, if the fiscal and 
political system is right, invest-
ments will come,” Okon said.

rels per day. More than half Af-
rica’s refining capacity is in North 
Africa and most of the refineries 
are state-owned (59 percent), 29 
percent are joint ownerships with 
government while 12 percent are 
joint-venture arrangements be-
tween IOCs.

West Africa with 16 countries 
has 7 refineries according to the 
data accessed from

the world refinery list. There 
are three in Nigeria while Cote 
d’Ivoire, Mauritania, Senegal, 
and Ghana have one major re-
finery each. These refineries have 
a combined capacity of close to 
800,000 barrels per day.

The implication of this situa-
tion is that much of West Africa’s 
energy needs are met through 
imports of refined products. A 
low oil price environment re-
duces attraction for crude oil as 
commodity but the price and 
rate of consumption of its de-
rivatives frequently remain con-
stant.

“The way out of low oil price 
environment is effective utilisa-
tion of crude oil derivates,” said 
Jude Amaefule.

He also stated that abundant 
refined petroleum products will 
earn huge foreign exchange from 
the export of the processed crude 
oil and gas. It will also have impli-
cations for gas utilisation and the 
petrochemicals industry 

Value creation through tech-
nology 

Geologists are employing 
various simulation technologies 
to increase the flow of oil and 

M
ost forecasts for 
oil prices in re-
cent times have 
been long on the 
irrationality of ex-

pecting a quick oil price rebound 
and short on optimism.

RBC Capital Markets, a lead-
ing investment bank providing 
services for institutional investors 
and governments calculated that 
projects capable of producing 
more than a half million barrels 
per day of oil were cancelled, de-
layed or shelved by OPEC coun-
tries alone in 2015 and prospects 
for 2016 does not look promising 
either.

The dip in profits reported by 
oil majors in their second-quar-
ter 2016 reports released re-
cently only confirms this bleak 
picture. Chevron Corporation 
reported a loss of $1.5bn for 
second quarter 2016, compared 
with earnings of $571 million 
in the second quarter of 2015, 
while Exxon’s profit fell 59 per-
cent to $1.7 billion in compari-
son to the same period.

Also, Royal Dutch Shell re-
ported that its second quarter 
2016 earnings attributable to 
shareholders were $0.2 billion, 
compared with $3.4 billion for the 
same quarter a year ago. Second 
quarter 2016 earnings attributed 
to shareholders, excluding identi-
fied items were $1.0 billion. Com-
pared with $3.8 billion for the sec-
ond quarter 2015 is a decrease of 
72 percent.

ExxonMobil’s revenue sank 
22.2 percent to $57.7 billion, miss-
ing S&P Global Market Intelli-
gence analyst estimates of $64 bil-
lion. Chevron’s revenue fell 24.4 
percent to $27.8 billion, missing 
estimates of $29.6 billion.

“The second quarter results 
reflected lower oil prices and our 
ongoing adjustment to a lower oil 
price world,” said John Watson, 
Chairman and CEO of Chevron 
Corporation.

Already West African countries 
that depend on taxes and royal-
ties from these IOCs are already 

ISAAC ANYAOGU 

feeling a squeeze. Dip in oil prices 
created an $11bn hole in Nigeria’s 
2016 budget and government rev-
enue fell by 46 percent last year.

Path to sustainable future 
The 40th edition of the  Society 

of Petroleum Engineers, Nigeria 
Annual International Conference 
& Exhibition (NAICE 2016), held 
in Lagos, from August 2 -4, de-
voted a session to the future of oil 
and gas for Nigeria nay Sub-Saha-
ran African region. Panel discus-
sion onthe topic recommended 
critical steps that will ensure en-
ergy security for the region.

Improve production effi-
ciency

Experts who were on the panel 
called for efficiencies in produc-
ing wells to reduce cost of pro-
duction and maximise the output 
from producing fields.

“In a low oil price environ-
ment, the future belongs to coun-
tries that can reduce the cost of 
services, both operating expen-
diture and capital expenditure 
and remove bureaucratic and op-
erational bottlenecks,” said Jude 
Amaefule, vice chairman and 
CEO of Emerald Energy Resourc-
es Limited.

While Angola’s cost of produc-
tion is $36 per barrel, Nigeria’s 
production cost hovers around 
$32 per barrel calculated to in-
clude risks such as political inter-
ference, militancy, policy sum-
mersaults, weak governance and 
fiscal systems. 

Enhanced fiscal terms
The petroleum fiscal regime 

of some Sub-Saharan countries 

limits economic benefits for the 
majority of their citizens. They 
help to create “rentier” states 
were economic value is captured 
by the elite leaving the poor de-
spondent. 

“Given the current level of in-
activity on Ghana’s exploration 
map, we are worried about the 
future of the oil industry. We are 
currently depleting reserves with-
out replacing them at the same 
level, as oil companies hold inac-
tive petroleum licences,” said Mo-
hammed Amin, executive direc-
tor of the Africa Centre for Policy 
(ACEP).

Nigeria is confronted with the 
same situation as reserves are be-
ing fast depleted and no new in-
vestments are made to increase 
reserves. Poor fiscal regimes 
compound the problem as petro-
leum sector legislations conflict 
with regulations from Depart-
ment of Petroleum Resources, the 
regulator.

 “Nigeria need clarity in the 
law that empowers the minister 
to allocate oil blocks, clarity as to 
what the applicant’s track record 
before approvals are given and 
clarity in the existing fiscal re-
gime and governance systems,” 
said Sena Anthony, legal expert 
and former company secretary of 
the Nigerian National Petroleum 
Corporation (NNPC)

Shift from oil as export com-
modity to their derivatives 

According to data from McK-
insey, the whole of Africa has a 
total of 42 refineries, with a name-
place capacity of 3.2million bar-
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Bill to regulate Ghana’s oil 
sector passed into law

Uganda picks Nigerian, Australian 
firms for oil licensing round

G
hana’s Parliament has 
given its approval to 
the Petroleum Pro-
duction and Explora-
tion Bill on. The law, 

which will regulate the nation’s oil 
sector, comes 9 years after Ghana 
discovered oil.

Emmanuel Kofi Buah, Energy 
Minister, said that even though 
the PNDC Law 84 which had 
regulated the industry has been 
helpful, the new phase the na-
tion has entered in terms of oil 
production requires a legal re-

gime that is tact and in tune with 
international standards.

Buah explained that the new 
law is expected to address key is-
sues within the oil sector in areas 
such as

the environment, local con-
tent and capacity building. He 
also noted the law has a transpar-
ency provision which will ensure 
that activities undertaken in the 
sector are open and fair. This, 
he believes will attract more 
investment into the industry 
and encourage multinational 

corporations to do business with 
the country.

The Energy Minister is very 
hopeful that the law will send a 
clear message to the international 
community that Ghana is opened 
for business and we determined 
to make Ghana the hub for oil 
production in the sub-region.

The Parliament also passed 
the Income Tax Amendment Bill, 
the Customs Amendment Bill, the 
Companies’ Amendment Bill and 
approved the 2016 Supplementary 
Estimates for the government.

ALGERIA 

Algeria to boost gas transportation capacity by 18.3 Bcm/year 

UGANDA

Algeria’s plans to link new 
fields to its gas hub at 
Hassi R’Mel have taken 
an important step for-

ward with contracts signed for the 
construction of a new 9.4 Bcm/
year pipeline that, together with 
another line currently being built, 
will boost Algeria’s internal gas 
transportation capacity by some 
18.3 Bcm/year by 2019.

Algeria is trying to move to bring 
on gas production at new fields to 
make up for maturing output at its 
Hassi R’Mel field, though projects 
have been largely delayed.

Nonetheless, state-owned 
Sonatrach is pushing on with 
pipeline construction projects and 
has now signed contracts to build 
the 344-km GR7 line from El Menia 
to Hassi R’Mel in central Algeria.

Sonatrach said the GR7 pipeline 

would take 30 months to complete 
and would link new fields at Hassi 
Mouina, Hassi Ba Hamou and 
Ahnet to Hassi R’Mel.

The GR7 pipeline would enable 
an additional 9.4 Bcm/year of gas 
to be transported, Sonatrach said.

Another pipeline, the 765 km 
GR5 link, is currently being built 
to join up the Reggane field with 
Hassi R’Mel, which is expected 
to enter into operation in the first 
half of 2017. The GR5 pipeline can 
carry some 8.9 Bcm/year of gas, 
meaning that combined the two 
new links will add 18.3 Bcm/year 
to Algeria’s gas transportation 
capacity.

The pipelines are being built 
with plenty of spare capacity for 
future regional developments. Ac-
cording to the latest data from the 
Oxford Institute of Energy Studies 
(OIES), the four fields that will feed 
the new pipelines are expected 
to have plateau production of a 

combined 10.1 Bcm/year. Broken 
down, the plateau output levels 
are: Hassi Mouina (1.4 Bcm/year), 

Uganda has picked three 
Nigerian companies and 
one from Australia for its 
oil exploration licensing 

round, inviting them to negotiate 
for production sharing agree-
ments. 

The country had announced its 
first competitive bidding round for 
six exploration blocks, covering a 
total of 3,000 square kilometres 
in February 2015. Bidding docu-
ments were issued to 16 oil firms 
but only seven submitted bids.

The Ministry of Energy and 
Mineral Development said it se-
lected Nigerian firms Walter-
SmithPetroman Oil Limited, 
Oranto Petroleum International, 
Niger Delta Petroleum Resources 
and Australia’s Armour Energy 
Limited.

The four companies will nego-
tiate for five production sharing 
agreements (PSAs) covering four 
blocks.

“Negotiation for these PSAs is 
the final milestone before granting 
exploration rights,” the ministry 
said in a statement. Issues for 
negotiation would include ex-
ploration work programmes and 
how the financial proceeds will 
be shared.

Crude oil reserves estimated 
by government geologists at 3.5 
billion barrels were discovered 

Hassi Ba Hamou (1.8 Bcm/year), 
Ahnet (4 Bcm/year) and Reggane 
(2.9 Bcm/year).
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in the Albertine rift basin along 
Uganda’s border with Democratic 
Republic of Congo (DRC) in 2006 
but production has repeatedly 
been pushed back.

Spats over taxation, disagree-
ments over field development 
strategies and delays in erecting 
infrastructure such as the export 
pipeline agreed with Tanzania in 
April have all been blamed. The 
jointly developed pipeline will 
carry Ugandan crude oil to Tan-
zania’s Indian Ocean port of Tanga 
for export.

The three oil firms already op-
erating in Uganda, London-listed 
Tullow Oil, France’s Total and 
China’s CNOOC, did not partici-
pate in this bidding round.

The first three fields are being 
developed by Sonatrach alone, 
while Reggane is a development 
of Sonatrach in partnership with 
Spain’s Repsol, Russian-owned 
DEA and Italy’s Edison.

Concerns have been expressed 
over Algeria’s ability to raise gas 
output in order to both meet Euro-
pean import demand and growing 
domestic consumption.

Algeria’s commercial gas pro-
duction slipped around the start of 
this decade, and fell again slightly 
in 2015 to 82.5 Bcm, according 
to official data from the Algerian 
energy ministry.

The OIES warned that gas pro-
duction would stagnate “at best” 
and that with domestic demand 
growth, Algeria could be left with 
only 15 Bcm/year to export by 
2030. This is, however, in contrast 
to Algeria’s own plans, which are to 
boost gas production by 30 percent 
from current levels by 2020.
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INDIA LNG buyers encouraged to rework deals amid global glut

India’s liquefied natural gas 
buyers are being encouraged to 
renegotiate long-term contracts 
after spot prices tumbled amid 

a global glut.
“We have asked the companies to 

renegotiate the LNG deals wherever 
there is a possibility,” Dharmendra 
Pradhan, Oil Minister said. “I am 
hopeful our companies will success-
fully steer the negotiations.”

India wants to turn an oversupply 
of LNG to its favor as it seeks greater 
use of natural gas in its energy mix 
and seeks to reduce the dependence 
on crude oil imports.

India is among the first countries 
in Asia to renegotiate a long-term 

Rosneft delivers first gasoline 
cargo to Asia-Pacific

RUSSIA

Russian energy giant, Ros-
neft, said its trading arm 
had delivered an inaugu-
ral gasoline cargo to the 

Asia-Pacific, marking what could 
be Russia’s first foray into a region 
dominated by OPEC producers 
from the Gulf.

The 200,000-barrel cargo, 
bought by Rosneft from the in-
ternational market and taken by 
Indonesian state energy com-
pany Pertamina, was delivered 
on free-on-board (FOB) terms to 
Malaysia.

The cargo was shipped to 
Pertamina within a term agree-
ment for the delivery of 1.2 mil-
lion barrels signed between the 
companies in June, Rosneft said.

Rosneft has won rights to de-
velop a refinery and petrochemi-

T
rafigura has extended 
the credit period for 
two independent Chi-
nese refiners to buy 
crude, marking a more 

aggressive push by the global 
commodity trader to feed the 
growing appetite of “teapot” re-
finers to import oil.

Trafigura has sold at least 3 
million barrels of Latin American 
crude, worth around $125 million 
at current benchmark prices, to 
teapots Shouguang Luqing Pet-
rochemical Co Ltd and Huifeng 

Trafigura extends credit to China 
teapots to boost crude sales 

Petrochemical Group, according 
to three trading sources with 
knowledge of the transactions.  

Delivered in May and June, 
Trafigura allowed the buyers to 
pay for the cargoes 90 days after 
loading, sources said. Normally 
suppliers offer a tighter 30 to 60 
days to make payment.

Teapots, which have boosted 
their imports after Beijing granted 
them import permits, are hungry 
to secure financing but the rush 
to purchase by the relatively in-
experienced buyers has increased 

CHINA

cal plant worth up to $13 billion 
in Tuban, in Indonesia’s East Java 
province.

Indonesia’s fuel output has 
been hit by a lack of investment in 
its refining sector, and it imports 
around half of the 1.6 million 
barrels of fuel it consumes daily. 
Pertamina has about 1 million 
barrels per day of domestic refin-
ing capacity.

The country, Southeast Asia’s 
largest economy, is expected 
to buy more crude and refinery 
products from Iraq and Iran later 
this year.

Pertamina, with a budget of 
up to $2 billion for mergers and 
acquisitions, is looking to buy 
into projects, including Rosneft’s 
upstream assets, according to an 
agreement between the two firms.

percent stake in Petroliam Nasional 
Bhd.’s Canadian natural gas fields 
and a planned export project, which 
will give the Indian state oil refiner 
the right to 1.2 million metric tons of 
LNG per year for two decades.

India is becoming more reliant 
on imported oil and gas as domestic 
production lags demand growth. 
The country will be about 90 per-
cent reliant on imports by 2040, up 
from 70 percent in 2014, the Inter-
national Energy Agency said in its 
most-recent annual World Energy 
Outlook. The cost of those oil and 
gas shipments will reach nearly $480 
billion by 2040, up from $110 billion 
today, it said.

GAIL India Ltd. is seeking to defer 
a 20-year contract to buy liquefied 
natural gas from Gazprom PJSC until 
the Russian company’s Shtokman 
project begins production, accord-
ing to officials at the South Asian 
country’s biggest gas transporter.

GAIL also has an agreement to 
buy 3.5 million tons a year for two 
decades from Cheniere Energy 
Inc.’s Sabine Pass terminal, with the 
supplies expected to start in March 
2018. It has also booked 2.3 million 
tons a year from the Cove Point LNG 
liquefaction terminal in Maryland, 
which is set to commence deliveries 
in December 2017.

Indian Oil Corp. bought a 10 

trading risks with cases when 
deals have soured.

Under a “third-party process-
ing” agreement, the Chinese 
counterparts committed to sup-
ply Trafigura with refined fuel, 
mostly gasoline, allowing the 
transactions to enjoy tax exemp-
tions for the crude inflows and 
refined fuel exports, according to 
Chinese customs rules.

Under one of the deals, 
Trafigura sold 1 million barrels 
of Venezuelan Merey crude to 
Shouguang Luqing, a 60,000-bar-
rel-per-day refinery in eastern 
Shandong province, and received 
a commitment for 50,000 tonnes 
of gasoline, according to a Luqing 
procurement manager.

Trafigura also sold to Huifeng 
Petrochemical, a 116,000-bpd 
teapot refiner, 1 million barrels of 
Colombian Vasconia crude and 
1 million barrels of Argentinian 
Escalante, under the same terms, 
according a Huifeng official.

Trafigura has emerged as one 
of the world’s leading oil trading 
companies. It was the first to sell 
Iranian oil to teapots, selling part 
of a 2-million-barrel cargo on the 
Olympic Target tanker to at least 
two refiners.

The first teapot crude import 
licences were only granted last 
year and they have become a key 
driver behind the 14 percent rise 
in China’s oil imports and its bulg-
ing fuel surplus.

deal after the glut pushed down 
prices. Petronet LNG Ltd. in De-
cember reworked a 25-year contract 
with Qatar’s RasGas Co., resulting in 
prices dropping by almost half.

Elsewhere in the region, Japan is 
probing resale restrictions in most 
of its LNG contracts that may lead to 
the renegotiation of more than $600 
billion worth of deals that run until 
almost the middle of the century. 
The chairman of China National 
Petroleum Corp., the country’s big-
gest energy company, said in March 
that it is looking for opportunities 
to rework the pricing method on 
its LNG supply contract with Qatar.

The price of spot LNG to Asia 
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has fallen by more than 25 percent 
during the past year. India’s LNG 
imports surged 59 percent to 8.13 
million metric tons in the first five 
months of the year, while domestic 
output slipped 8 percent.

Aligning LNG contracts to cur-
rent market rates can make natural 
gas more affordable to Indian cus-
tomers as the government plans to 
increase regasification capacity to 55 
million tons within five years, from 
about 21 million now, Pradhan said.

“We want to increase the gas 
component in our energy basket,” 
Pradhan said. “We are building a gas 
grid around the country to increase 
the use of gas.”
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How do you see the 
theme of this year’s SPE 
conference; “Transpar-
ency in the Oil and Gas 
Business: An Imperative 
for Energy Security and 
Stability”?

T
ransparency in 
any business ven-
ture promotes 
trust and leads 
to progress. It is 

more important in the Ni-
gerian Oil and Gas industry 
which today is the largest 
contributor to the foreign 
exchange earnings of the 
country. It ensures that in-
formation which can be 
used to measure perfor-
mance and verify checks 
and balances are in place. 

Transparency in every 
aspect, starting from awards 
during licensing rounds to 
bidding for services and the 
final choice of the applica-
ble technologies, will attract 
the necessary investments 
which will in turn grow the 
reserves of hydrocarbon.  

It will positively impact 
the current security situ-
ation which threatens to 
cripple the oil and gas in-
dustry in Nigeria. 

The plan to transform 
the Oil and Gas industry 
using it as a catalyst for the 
economic development of 
Nigeria is noble and can be 
accelerated by transparency 
and accountability in the 
management of the coun-
try’s natural resources. 

It is a known fact that 
countries that have high 
corruption perception 
index ratings, issued by 
the anti-corruption NGO - 
Transparency International 
are also the most prosper-
ous. For example, Northern 
Europe has four of the top 
five countries with the high-
est ratings. Denmark has 
the highest rating and as a 
Danish company, Welltec 
operates at the highest ethi-
cal standard which includes 
having solid compliance 

Gbenga Onadeko is the Senior Vice President, Africa for Welltec. In an exclusive interview with Frank Uzuegbunam, 
Editor, Businessday West Africa Energy, on the sidelines of the just concluded SPE-NAICE 2016 conference, he spoke on 
the challenges oil service companies face in this era of low oil prices, the role of technology in ensuring cost reduction 
for marginal field operators, Welltec’s technology amongst other issues. Excerpts:

and other stakeholders.
How can technology 

help marginal field opera-
tors in this era of low crude 
oil?

Oil or gas well is similar 
to the human body; they 
both have combinations of 
Pumps and Pipes. We can 
choose to proactively look 
after our health which will 
lead to long life and vitality, 
or we can be reactive which 
tends to be much more 
expensive. Unfortunately, 
the perspective of waiting 
till our oil and gas wells are 
broken before taking actions 
is analogous to waiting till 
one has a stroke or heart 
attack before choosing to 
proactively look after one’s 
health. 

By changing strategy to 
a systematic planned in-
tervention approach, direct 
and tangible savings can be 
accomplished which can 
generate a positive cash flow 
without the need for drilling 
or workover rigs. 

For example, Welltec 
assisted a client in Nigeria 
to restore production from 

‘Interventions that sustain, restore or increase 
production from existing wells are more relevant now’ 

programs.
What is your assess-

ment of the theme for the 
marginal field workshop; 
“Enhancing the Marginal 
Field Value Chain: Cost 
Reduction & Operations 
Efficiency through Col-
laboration & Synergy”? 

The theme of the mar-
ginal field workshop is very 
relevant especially in the 
current industry climate. 
Collaboration which fo-
cuses on cost reductions 
and improved operations 
efficiency must be actively 
promoted. It becomes a 
matter of survival for some 
of the marginal field op-
erators who have alluded to 
having a relatively high cost 
of production. Technologies 
and best practices that lower 
overall OPEX per barrel 
(lifting costs) should defi-
nitely be sought after and 
implemented. Instead of 
drilling new wells, interven-
tions that sustain, restore or 
increase production from 
existing wells become more 
relevant. 

According to a 2015 study 
performed by McKinsey 
Solutions, the average cost 
of intervention per barrel 
of production is ~ USD 6. 
At the current relatively low 
price of oil, it is obvious to 
see that intervening for bar-
rels is the correct approach 
as it is “cheaper, quicker, 
less risky and yields higher 
returns per barrel than drill-
ing wells”. 

Operators must seek 
service providers that of-
fer these solutions, involve 
them in the screening of 
candidate wells and part-
ner with them to execute 
campaigns which will yield 
incremental production 
at cost levels which make 
sense in today’s market. 
Improving the recovery fac-
tor in the marginal fields by 
10 - 15 percent will lead to 
long term value addition to 
the operators, the country 

a well that was shut in 14 
years prior by removing 
near-surface obstructions 
preventing the well from 
flowing. Through the use 
of Welltec’s light robotic in-
tervention technologies de-
ployed on Electric Line, the 
operation was completed 
in less than a week which 
was approximately half the 
time and about a quarter of 
the cost it would have taken 
the same operation to be 
performed using alternative 
technologies. 

In this area of technol-
ogy, what can you ascribe 
as Welltec experiences and 
what unique attraction 
does the Welltec technol-
ogy bring to the table?

Welltec is a world leading 
provider of well intervention 
and completions solutions. 
Our downhole robotic tech-
nologies ran universally on 
any electric line unit can be 
used to sustain, restore or 
increase production from 
existing wells and improve 
efficiency during the con-
struction of new wells.

“Disruptive innovation” 

is one of the values of our 
company and we take pride 
in having the courage to 
challenge conventional 
thinking. We have efficiently 
resolved some challenges 
which our clients never en-
visaged could be done with-
out deploying workover rigs.

Welltec operates in close 
to 30 countries globally and 
we have ongoing opera-
tions in about 8 countries in 
Africa. 

Apart from the oil fields, 
do you also deploy your 
technology for gas fields?

Our technology is not 
limited by well type. In some 
cases, they are preferred for 
intervention in dry gas wells 
where the introduction of 
fluids can negatively impact 
the performance of the well. 
For example, we have de-
vised methods to remove 
mechanical obstructions 
and debris from gas wells 
without the introduction 
of fluids.

What are the challenges 
oil service companies like 
Welltec face during this 
time of low oil price?

In our specific case, we 
work extremely hard to con-
vince the operators to shift 
their scarce capital from 
CAPEX to OPEX, or redis-
tribute their OPEX to utilize 
our technologies which can 
assist their cash flow. A few 
of the operators still shut in 
their wells or fields and this 
does not need to be the case 
for some. The availability of 
light technologies can be ap-
plied to restore wells whose 
current configuration and 
conditions are conducive. 
The mindset is changing as 
the value that Welltec brings 
is starting to be recognized. 
We are beginning to have 
more discussions with op-
erators who are starting to 
embrace our methods and 
eager for us to assist them 
challenge the low oil prices 
and get more for less. 

Do you see the low oil 

price regime lasting for 
much longer? 

There are no crystal balls 
to predict the future price 
of oil. The consensus in our 
industry is that the era of 
USD 100 per barrel of oil 
will be gone for quite some 
time and the world needs to 
become smarter and more 
innovative in how oil and 
gas reserves are exploited. 

What policy suggestions 
in the area of oil and gas 
sector can you make to the 
government?

The government can es-
tablish incentives which 
promote higher recovery 
rates from reservoirs, in-
creasing total overall pro-
duction and prolonging the 
lives of the fields and their 
respective wells. 

The global average re-
covery factor from reser-
voirs is in the range of 25 
- 30 percent. This means 
that we are throwing away 
expensive assets by leaving 
behind 65 - 70 percent of 
the discovered oil and gas 
reserves in the ground. A 
specific national oil compa-
ny has achieved 50 percent 
recovery factor by putting in 
place specific strategies to 
maximize their recoveries 
through regular interven-
tion in their oil and gas 
wells. The company is now 
aiming for 60 percent. 

We advocate drilling bet-
ter wells from the beginning 
and then maintaining them. 
In order to prolong the life 
of the well and promote the 
evacuation of oil and gas 
resources in a responsible 
manner, we encourage the 
investigation of a policy 
around the area of sched-
uled well maintenance and 
the introduction of appro-
priate incentives. A modest 
10 to 15 percent increase in 
recoveries by marginal field 
operators and others, will go 
a long way in promoting the 
economic development of 
the nation.

Gbenga Onadeko



O
i l ’s  c l i m b 
above $100 
p e r  b a r r e l 
before prices 
c ra s h e d  i n 

2014 was driven by “abnor-
mal” conditions that could 
not last, according to Mo-
hammed Barkindo, OPEC’s 
new Secretary-General. 
The “skyrocketing of pric-
es” that pushed crude as 

Middle East drives LNG demand as glut makes prices attractive

Oil traders see glimmer of profit 
in hoarding crude at sea

Market Insight WESTAFRICAENERGY

Most varieties of crude 
from Africa, North Sea and 
the Asia Pacific region are 
priced off the Dated Brent 
benchmark, meaning trad-
ers can potentially ben-
efit from holding on to such 
grades at sea. Apart from 
freight, storing crude on 
tankers would also involve 
costs including that for ship 
fuel, insurance and finance.

A drop in freight rates as 
new ships enter the market 
and shrinking availability of 
traditional storage options 
“may be prompting creative 
approaches to holding on 
to oil,” industry consultant 
JBC Energy GmbH said in 
a report last month. Ad-
ditionally, the deepening 
contango has made floating 
storage relatively attractive 
for some companies, it said.

Oil traders once 
again believe it 
is worth heading 
crude oil out to 

sea. The market structure 
for Brent crude, the bench-
mark for more than half the 
world’s oil, now makes it 
viable to store supplies in 
a ship to potentially lock in 
profits on a sale six months 
later. 

In August, cargoes for 
later delivery have aver-
aged $2.78/bbl higher than 
prompt shipments, more 
than covering the cost to 
hire a tanker for storage for 
half a year.

This discount of near-
term supplies versus cargoes 
for later, known as contango, 
was as little as 70 cents in 
April, when shipping costs 
were higher as well, making 

high as $147 in 2008 was 
“unsustainable” and prob-
ably harmful to the global 
economy, Barkindo said in 
OPEC’s monthly Bulletin. 

The Organization of Pe-
troleum Exporting Coun-
tries will continue to work 
with other oil producers 
and consumers to find the 
commodity’s “elusive fair 
price,” he said.

Oil surged above $100 
as climbing demand, po-
litical risks to supply and 
a weakening dollar lured 
speculators to bet on ever-
rising prices. After slump-
ing in the financial crisis 
of 2008, prices recovered 
to trade near $100 until 
summer 2014, when a glut 
caused by booming US 
shale supply sent prices 
crashing again.

A recent rebound in the 
number of drilling rigs in 
use in the US is unlikely 
to “translate into addi-
tional volumes” of crude 
or “negatively impact on 
prices,” said Barkindo, who 
assumed the role of Secre-
tary-General on August 1.

Oil prices rose nearly 
3 percent with US crude 
advancing firmly above 
the $40-per-barrel mark 
on short-covering and after 
a modest stockpile drop 
at the delivery hub for US 
crude futures. It was a sec-
ond straight day of gains 
for crude futures from April 
lows.

Brent crude settled up 
$1.19, or 2.8 percent, at 
$44.29 a barrel. US West 
Texas Intermediate (WTI) 
crude rose $1.10, or 2.7 
percent, to settle at $41.93 
per barrel. 

it unlikely then that traders 
could potentially profit from 
floating storage. But with 
front-month futures sliding 
since early June and tum-
bling into a bear market this 
month amid swelling on-
shore stockpiles, the market 
structure has changed while 
freight has also become 
cheaper.

A six-month time charter 
on a Very Large Crude Car-
rier that can carry about 2 
MMbbl of oil would cost 
$25,000 to $28,000 a day, 
according to two shipbro-
kers and a tanker charterer. 
That is equivalent to $2.25 
to $2.52/bbl. October Brent 
futures traded at $43.76/bbl, 
lower than the April 2017 
contact at $46.23 on the 
London-based ICE Futures 
Europe exchange.

Countries in the 
Middle East and 
North Africa led 
by Egypt, Kuwait 

and Morocco are boost-
ing LNG import capacity, 
taking advantage of low 
prices to meet rising en-
ergy demand. The region 
plans to add permanent 
terminals and temporary, 
offshore units that will in-
crease annual capacity by 
58.2 Bcm in 2021, energy 
lender Arab Petroleum 
Investment Corp. said in 
a report. 

Barkindo: Oil above $100 per 
barrel was ‘abnormal,’

Capacity was 39.1 Bcm 
at the start of 2016, accord-
ing to a March publication 
of the International Group 
of Liquefied Natural Gas 
Importers, a Paris-based 
industry group. Based on 
the two sets of figures, an-
nual capacity in the region 
would increase to 97.3 
Bcm in five years.

New output from Aus-
tralia and the US is adding 
to an LNG glut, dragging 
the Northeast Asia LNG 
price down to an average 
of $5 per million British 

est LNG exporter, supplied 
40 percent of the fuel im-
ported by countries in the 
region last year. Globally, 
it meets about a third of 
demand. MENA countries 
will invest about $10.3 
billion in LNG importing 
facilities in the “medium 
term” to meet growing 
demand, it said. Charter-
ing ships to store and re-
gasify the fuel will become 
more popular as floating 
storage is less expensive 
than permanent onshore 
terminals.
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thermal units this year 
from $14 in 2014, accord-
ing to assessments by New 
York-based World Gas In-
telligence. 

Growing demand and a 
lack of cross-border pipe-
lines in the region prone 
to conflict are making the 
Middle East and North 
Africa a growth market for 
the fuel. The region will 
account for 6.5 percent of 
global LNG demand by the 
end of 2017, up from about 
1 percent in 2013.

Qatar, the world’s larg-
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Sound bites from SPE-NAICE 
2016 conference

T
he 40th edition of 
Society of Petro-
leum Engineers, 
Nigeria Annual 
I n t e r n a t i o n a l 

Conference and Exhibition 
(NAICE 2016) held recently 
with the theme ‘Transpar-
ency in the oil and gas busi-
ness: an imperative for energy 
security and stability’. 

“Transparency in the oil 
and gas remains the pana-
cea to improve the invest-
ment climate based on the 
similar rate of returns in all 
other regions,” said George 
Kalu, Chairman Society of 
Petroleum Engineers, Nigeria 
Council, in his address.

Energy security hinge on 
transparency

Maikanti Baru, Group 
Managing Director, Nigeria 
National Petroleum Corpora-
tion (NNPC), in a speech read 
on his behalf by Siky Aliyu, 
Managing Director, National 
Engineering and Technical 
Company Limited (NETCO), 
said the conference theme 
perfectly fits perfectly with 
the current government’s 
drive in reforming Nigerian 
oil and gas sector. 

“Incidentally, my 11th 
point agenda dwells on pro-
fessionalism and account-
ability. We intend to entrench 
professionalism in conduct-
ing our business through 
transparency, accountability 
and respect for all stakehold-
ers”, he said.

“Transparency encour-
ages competition and com-
petition enhances industry 
performance. It discourages 
fraudulent behavior and pro-
motes effectiveness, equity, 
ethics, and efficiency”, said 
Wumi Iledare, a professor at 
the Emerald Energy Institute, 
University of Port Harcourt. 

Osten Olorunshola, chair-
man, Energy Institute, Nigeria 
and a former director in the 
Department of Petroleum Re-

sources (DPR) identified the 
gaps in guidelines and rules; 
process and tools; people 
and systems as hindrances 
to transparency in Nigeria’s 
oil industry. 

“The guidelines are too 
flexible and confusing leading 
to low entry requirements. 
We have developed a system 
where due diligence is insuf-
ficient and predominantly 
manual. It is also character-
ised by sub-optimal evalu-
ation of bids and evalua-
tions skewed in favour of 
self-interest, political pres-
sures and forced marriages,” 
Olorunshola said.

Clay Neff, Chairman of 
Chevron Nigeria and Oil Pro-
ducers Trade Section (OPTS) 
of the Lagos Chamber of 
Commerce and Industry said 
that “increased awareness 
of the importance of trans-
parency has led to better 
cooperation with NEITI in 
its audit reports. There are 
clearer contract and tender-
ing processes, managed more 
fairly and close contact with 
regulators”.

Under $20 will do the 
magic number

Nigerian oil firms espe-
cially marginal field operators 
need to keep the production 
cost of its crude oil at sub-$20 
per barrel to remain competi-
tive and maintain profitability 
in this era of low oil prices and 
battle for market share. 

Ademola Adeyemi-Bero, 
managing director, First E and 
P Development Company 

Limited predicated that crude 
oil prices would remain vola-
tile over the next few years 
thus, the need to focus on pro-
duction cost by marginal field 
operators so as to deal with 
the tripartite problems of low 
oil prices, forex challenges 
and renewed insurgency.  

“Marginal field operators 
need to collaborate more with 
service companies as this 
would strengthen their opera-
tion for further effectiveness 
and this can drive  production 
cost lower to sub-$10 per bar-
rel,” he said. 

Gbenga Onadeko, Senior 
Vice President, Welltec, said 
that with improved technol-
ogy, marginal field operators 
can further drive their cost 
down and improve their pro-
duction output. Onadeko said 
that strategic investment in 
the use of modern aspect of 
technology across the value 
chain of production will no 
doubt enhance maximization 
of output for each field in the 
long run.  

The current unit cost of 
production hovering over 
$30 per barrel is worsened by 
militant activities and security 
posing threat to the operation 
of the international oil com-
panies and marginal field 
operators.

Interference deterred 
further divestment

High level of interference 
by political and government 
official in the process of di-
vestment of oil blocks de-
terred other international oil 
companies (IOCs) from going 
ahead with divestment of 
their oil assets after the Shell 

experience.
“It is interference from 

government and legislators 
that made the other IOCs to 
step back from also divesting 
some of their assets,” said 
Mutiu Sumonu, chairman of 
Julius Berger.

The interference led a situ-
ation where due diligence was 
compromised and investors 
without requisite technical 
expertise and financial com-
petence acquired divested 
assets they could not produce 
because technical compe-
tence has been sacrificed for 
political expedience. Thus, 
Nigeria is missing out on op-
portunities to increase local 
participation in oil explora-
tion and production, generate 
increased revenue from acre-
ages now lying fallow, deepen 
capacity and better engage 
with local communities to 
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check militancy as local E&P 
companies have better track 
record of engagement with 
host communities.

“Some marginal fields are 
lying idle because some of 
the bidders who acquired the 
divested assets lack financial 
and technical competence to 
run them”, Sumonu added. 

Tony Chukwueke, techni-
cal director, Tenoil Petroleum 
Services and a former director 
of DPR,  said that divestment 
could not happen because 
it is difficult to do without 
consideration for political 
stakeholders. 

“When we were at the 
DPR, we created a system 
that accommodated political 
stakeholders through local 
content vehicles and com-
munity stakeholders by al-
locating 10 percent for the 
purpose,” he said.

Roadmap to the future
Austin Avuru, managing 

Director of Seplat said that 
the challenges the country 
is currently facing in the oil 
sector at the moment is enor-
mous considering that about 
70 percent of onshore and 
shallow waters production 
have been shut in for about 5 
months now.

“In spite of the current 
challenges, there is light at 
the end of the tunnel”, Avuru 
said, adding that there is need 
to strengthen and grow NI-
geria’s local refining capacity 
to at least 1.2million barrels 
per barrel a day by 2020 and 
achieve a domestic gas uti-
lization of 3BCF within the 
same period.

But that aspiration cannot 
be achieved unless attention 
to key challenges facing the 
oil and gas business in Nigeria 
prominent of which are secu-
rity especially with militant 
activities in the Niger Delta, 
efficiency of cash call funding 
are tackled.

SPE NAICE is foremost 
technology conference and 
has held annually since its 
inception in 1976 with a focus 
to collect and encourage the 
dissemination of technical 
knowledge and technologies 
relating to the oil and gas in-
dustry and to provide an E&P 
market place for Sub-Saharan 
Africa, attracting industry 
regulators, high level govern-
ment officials, and petroleum 
technology professionals at 
all levels, as well as other very 
important oil and gas indus-
try stakeholders. 
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William Hill rejects 
£3.6bn joint bid by 
rivals in latest merger 
move by bookies

W
illiam Hill has reject-
ed an audacious con-
solidation attempt 
by two of its smaller 
rivals, dismissing a 

complex £3.6bn bid from Rank Group 
and 888 Holdings as “highly oppor-
tunistic”.

The UK high-street bookmaker, 
which missed out on a feverish round 
of consolidation last year, said the 
364p cash and stock offer “substan-
tially undervalues” the company.

Shares in William Hill rose after the 
Financial Times reported that Rank and 
888 had teamed up to submit the offer, 
which set out cost savings to lift the value 
of the proposal to 408p a share.

But William Hill’s board “unani-
mously rejected” the offer, saying it 
posed “substantial risk” for share-
holders. It said the proposed takeover 
involved “a highly complicated three-
way combination at a low premium”, 
with the merged company “assuming 
approximately £2.2bn of leverage” in 
order to fund the deal.

“This conditional proposal sub-
stantially undervalues William Hill, 
is highly opportunistic and does 
not reflect the inherent value of the 
business,” said Gareth Davis, the 
chairman. Rank and 888 declined to 

• Struggling pension funds refuse to sell 
gilts; Yields fall as markets taken by surprise

The Bank of England’s new bond- 
buying programme ran into trouble 
on its second day yesterday, as 

pension funds and insurance companies 
struggling with a deepening funding crisis 
refused to sell gilts to the central bank.

Investors rejected the BoE’s attempt 
to buy £1.17bn of long-dated government 
bonds in spite of receiving prices signifi-
cantly above market levels and offered to 
sell just £1.12bn.

Mark Carney, the BoE governor, last 
week unveiled a package of monetary 
easing measures designed to cushion the 
economy from an anticipated downturn 
following Britain’s vote to quit the EU. It 
surprised financial markets by its breadth 
and led to a further collapse in govern-
ment bond yields.

The auction shortfall triggered a sharp 
drop in gilt yields as investors questioned 
whether the BoE will find enough sellers 
to complete the revived £70bn quantita-
tive easing scheme. “The fact that their 
first attempt to buy long-dated gilts has 

comment but have previously said 
the takeover “presents significant 
industrial logic”.

Other bookmakers have con-
solidated as they seek to build scale 
to help absorb the costs from tougher 
regulation and higher taxes. Betfair 
and Paddy Power merged in March, 
while Ladbrokes and Gala Coral are 
also combining.

The bid marks a sharp turnround 
in William Hill’s fortunes, as last year 
the bookmaker made a £700m ap-
proach for its rival 888. Since then, 
William Hill has endured a tumultu-
ous period, marked by a disastrous 
Cheltenham Festival, a profit warning 
and poor performance at its online 
business.

James Henderson stepped down 
as chief executive of William Hill last 
month, with Mr Davis noting: “We 
have to face up to the fact that online 
hasn’t performed how we wished.”

A tie-up between 888, Rank and 
William Hill would create a company 
with revenues of £2.7bn and earnings 
of £500m, making it the third-largest 
online betting company by revenues 
in the UK. A merger would give Wil-
liam Hill much-needed access to 
888’s online platforms and boost its 
geographical reach. It generates 85 per 
cent of its revenues in the UK, while 
54 per cent of 888’s revenues are from 
overseas.Add to basket

failed raises significant question marks,” 
said Mitul Patel, head of interest rates at 
Henderson Global Investors.

The BoE is confident future auctions 
will be covered in full. It pointed out that 
the shortfall was small and that trading in 
markets is thin in August. The bank is due 
to release a statement today.

However, investors say the BoE is 
likely to run into the same problem at its 
next auction of long-dated gilts as pen-
sion funds grapple with severe funding 
mismatches. “The Bank of England fell 
£50m short in its gilt purchase target for 
today, and even then only secured this 
much by paying well above market price,” 
said Darren Bustin, head of derivatives at 
Royal London Asset Management. “Short 
term, to meet its QE targets the bank may 
seek to target bonds less prized by pension 
schemes.”

Benchmark 10-year gilt yields have 
fallen from 2 per cent to an all-time low of 
0.56 per cent this year, opening up record 
shortfalls in UK pension schemes which 
use bond yields to calculate liabilities. 
The combined deficit of the UK’s 6,000 
private-sector pension schemes rose to a 
new high of £408bn last month, according 
to the Pension Protection Fund, up from 
£383.6bn in June.

Putin and Erdogan pledge to end 
stand-off and restore friendship
Economy woes and failed coup spur detente; 
Concern in west over meeting in Russia

The Russian and Turkish presi-
dents vowed to restore their 
friendship yesterday, ending an 

eight-month stand-off over the Syrian 
conflict as economic pressures and 
the failed Turkey coup drive the two 
regional powers together.

Vladimir Putin greeted Recep 
Tayyip Erdogan at a former imperial 
residence outside St Petersburg over-
looking the Gulf of Finland, for their 
first meeting since Turkish forces shot 
down a Russian military aircraft on the 
Syrian border in November last year.

The “axis of friendship” between 
Moscow and Ankara had been resur-
rected, Mr Erdogan said following 
more than four hours of talks, adding 
that relations between the two coun-
tries would be closer than before the 
quarrel over Syria that brought them 
to the brink of military conflict.

Ties “are a lot more robust than 
ever, and they will help us resist any 
potential crises”, Mr Erdogan added, 
addressing his Russian counterpart 
as “my dear friend” three times in as 
many minutes.

The Turkish leader’s choice of Rus-
sia for his first foreign trip since last 
month’s failed coup gave the summit 
broader geopolitical significance, 
with some in the west fearing that the 
Nato member might be drawn into the 
Kremlin’s orbit, despite their support 
for opposite sides in the Syria conflict.

Mr Erdogan was incensed by what 
he saw as a lack of solidarity from his 
Nato allies following the attempted 
putsch and criticism of the ensuing 
crackdown. In contrast, he welcomed 
the Kremlin’s unequivocal backing.

“The western world must show soli-
darity with Turkey, which has adopted 
its democratic values,” Mr Erdogan told 
Le Monde newspaper in an interview 
published yesterday. “Unfortunately, 
western leaders have preferred to leave 
Turkish people to themselves.”

He added: “Instead of showing 
empathy, western leaders had the op-
posite reaction. This makes us sad and 
it is unacceptable.”

Despite the detente, Mr Putin 
was more reserved, breaking barely 
a smile at a news conference. “There 
have been dramatic periods in our 
relations, but inevitably our mutual 
respect gained the upper hand,” he 
said. “We want to and we will restore 
relations to the full dimension. We feel 
the sincerity of our Turkish friends and 
want to do this.”

Mr Putin reacted furiously when 
the Turkish military shot down the 
Russian fighter after it allegedly 
crossed into Turkey’s airspace while 
patrolling northern Syria. The Krem-
lin imposed a series of embargoes on 
Turkey covering tourism, construction 
and food exports to Russia. It also de-
nounced Mr Erdogan as an autocrat 
and accused his family of profiting 
from the illegal oil trade with Isis mili-
tants in Syria.

But yesterday, he said full restora-
tion of economic and trade ties was 
“only a question of time”. Moscow 
and Ankara would seek to develop 
economic relations under a three-
year programme running until 2019, 
he added. He did not give concrete 
deadlines for the revival of a visa-free 
travel regime and Russian charter 
flights to Turkey.

The rapprochement began in June 

when the Kremlin accepted Mr Erdo-
gan’s apology for the downing of the 
jet. Within days, officials had begun 
talks to roll back sanctions.

In St Petersburg, the atmosphere 
had improved enough for the sum-
mit lunch table to be decked out with 
plates featuring a photo of the two 
leaders shaking hands. Later in the 
afternoon the leaders were joined 
by diplomatic and military chiefs to 
discuss the Syria war.

“It’s well known that we are far from 
agreeing on the issue of Syria, but we 
have a common goal: that this crisis 
needs to be resolved,” Mr Putin said. 
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Chinese prices fall 
at slowest pace in 
two years

Turkey rejects EU 
demands 
on terror laws

India’s central bank chief urges lenders to persist with clean-up

US debt levels point to strong turnround 
but student loans buck trend

Raghuram Rajan, India’s outgo-
ing central bank governor, said 
in his final monetary policy 

statement that he was “comfortable” 
with recent progress made in clean-
ing up India’s banking system, but 
urged banks and over- indebted 
industrialists to keep up the effort to 
resolve bad debt problems.

His comments come amid specu-
lation over who will take the helm of 

• Overhaul of legislation impossible 
in wake of failed coup, minister says

The EU’s demand that Turkey 
must overhaul its terror laws 
in return for visa-free travel 

is “impossible” after last month’s 
attempted coup, the country’s EU 
minister has warned.

In an interview with the Financial 
Times, Omer Celik dealt a fresh blow 
to the fragile deal between the EU and 
Ankara that has helped stem the flow 
of refugees and migrants to European 
shores.

For the EU to ease visa require-
ments for 79m Turkish citizens - one 
of a series of incentives promised in 
return for Turkey’s help with the refu-
gee crisis - Turkey needs to amend 
its sweeping terror legislation in line 
with EU law and guidance from the 
Council of Europe.

Mr Celik said Turkey was open to 
discussions about counterterror law 
with European partners and could 
commit to reforms in the longer term. 
He warned, however, that it was “im-
possible” in the short term after the 
government was almost overthrown 
by alleged supporters of Fethullah 
Gulen, an exiled cleric whom Turkey 
has branded a terrorist. He strongly 
denies the accusation.

Mr Celik said Turkey had sur-
vived “a coup attempt by a terrorist 
organisation”, adding: “We have the 
PKK, Daesh [Isis] and other groups 
launching attacks so it would not be 
intelligent to make an amendment in 
the terrorism law at this point.”

The EU has repeatedly made clear 
that it is not willing to bend the rules 
on the question of reforming terror 
laws. Dimitris Avramopoulos, the 
EU’s migration commissioner, told 
the FT: “We have always been clear 
with our Turkish partners on visa 
liberalisation - if Turkey wants visa 
liberalisation, all conditions must 
be met.”

The warning from Turkey came 
as it emerged that several parts of the 
controversial deal had broken down 
in the wake of the coup attempt on 
July 15.

the Reserve Bank of India after Mr 
Rajan steps down next month. In 
his nearly three years in office, Mr 
Rajan championed the aggressive 
clean-up of the books of state-owned 
banks - discomfiting many politically 
connected tycoons - or so-called cor-
porate promoters.

“The culture of cleaning up seems 
to be well embedded, as well as the 
culture of recognition of bad loans,” 
Mr Rajan said. “What remains is 
[to restructure] some of the large 

stressed projects . . . in a way that 
makes sense for the health of the 
system and the health of the project.

“The path is clear. The banks 
know what needs to be done, and 
the promoters know what needs to be 
done. Now it’s a process of doing it, 
as opposed to backtracking . . . Banks 
have enough tools. The real issue is to 
use them. We don’t want to go back to 
the old days of forbearance.”

As expected, Mr Rajan held inter-
est rates steady in his final monetary 

review, after inflation hit a two-year 
high of 5.77 per cent in June on 
sharp increases in food prices, pos-
ing an “upside risk” to the country’s 
inflation target of 5 per cent by next 
March.

But Mr Rajan also urged banks to 
pass on the benefits of past interest 
rate cuts to borrowers, expressing 
disappointment at banks’ slow pace 
of cutting lending rates - or “trans-
mission” of previous policy rate 
reductions.

Mr Rajan also urged Prime Min-
ister Narendra Modi’s government 
to move ahead with setting up a 
promised Monetary Policy Commit-
tee, which is supposed to take future 
interest rate decisions out of the sole 
hands of the RBI governor.

The new system, approved by par-
liament last month, calls for interest 
rates to be set by a new six-member 
committee, on which the RBI gover-
nor will have a vote only in case of 
deadlock.

America’s turnround from the 
worst debt crisis in modern 
times is gathering strength as 

new foreclosures tumble to their lowest 
levels since records began at the end 
of the 1990s and fewer borrowers fall 
behind on their mortgage payments.

Yet the benign picture seen in 
US credit markets is being marred 
by a persistent trouble spot and a 
hot-button topic in the presidential 
campaign: student debt, where late 
payments have remained doggedly 
high.

Data from the Federal Reserve 
Bank of New York reveal a sturdy 
performance by mortgage borrow-
ers, as just 82,000 consumers saw 
their lenders begin proceedings to 
reclaim their mortgaged property in 
the second quarter - the lowest in the 
18-year history of the data.

At the same time, the share of 
loan balances that were 90 or more 
days overdue declined to the lowest 
level since 2007 for mortgages and 
to a record low for credit card loans.

The strengthening record of US 
borrowers shows the effects of gradu-
ally rising wages, falling unemploy-
ment and ultra-low interest rates. It 

also reflects much tougher lending 
standards by banks and other fi-
nancial institutions, with just under 
$15bn of mortgages extended to peo-
ple with lower credit scores, a frac-
tion of quarterly levels that reached 
$100bn during the subprime lending 
boom in the past decade.

Sam Khater, an economist at 
Corelogic, a property information 
provider, said the country still faced 
a long pipeline of crisis-era foreclo-
sures, but when it came to newer 
mortgages the performance was 
“pristine”.

“The US residential market is the 
healthiest it has been in 20 years,” he 
said. “It is very stable. You are seeing 
steady increases in house prices, 
steady increases in sales, and under-
writing is steady . . . It is not suffering 
from the booms and busts we have 
had in the past two decades.”

Hillary Clinton, the Democratic 
nominee, has been brandishing signs 
of recovery from the property implo-
sion of 2007-09 and seeks to repel 
arguments by rival Donald Trump that 
the Democrats have presided over the 
weakest economic rebound in modern 
times.

The former secretary of state told 
the Democratic convention in Phila-
delphia last month that the US was “so 

much stronger” than when President 
Barack Obama took office, with 15 mil-
lion new private sector jobs, even as she 
insisted: “None of us can be satisfied 
with the status quo.”

Mr Trump this week attempted to 
shift the discussion to the economy as 
he unveiled a conservative economic 
platform that pledged to boost growth. 
Speaking in Detroit, he launched a 
fierce attack on the Democratic party’s 
record in the White House, lambasting 
the “weakest so-called recovery since 
the Great Depression” and decrying a 
decline in the US home ownership rate.

Rebounding US property prices 
have meant that home equity for 
owners with a mortgage has nearly 
doubled to $6.9tn in the past four 
years, according to a recent report by 
Corelogic. Some 92 per cent of mort-
gaged houses had equity in the first 
quarter, it found. That still left key weak 
spots in some parts of the country, 
with Nevada, Florida and Illinois still 
nursing the largest shares of homes in 
negative equity.

But the improved story is being 
undermined by continued problems 
with student loans, the New York Fed 
figures show. The share of student loan 
balances 90 or more days overdue held 
at above 11 per cent in the second 
quarter for the eighth quarter in a row.

The steep fall in prices afflict-
ing Chinese industrial groups 
slowed last month to its low-

est rate in almost two years, as the 
prices of metals and coal started to 
rebound.

China’s industrial producer price 
index fell 1.7 per cent in the year to 
July, government statistics showed 
yesterday, a relief compared with 
2.6 per cent the previous month and 
lows of 6 per cent deflation in the 
second half of last year.

“Easing deflation bodes well for 
corporate earnings, particularly in 
upstream sectors,” said Larry Hu of 
Macquarie Capital, a financial advi-
sory group.

China’s persistent producer-price 
deflation has been largely due to 
slumping commodity prices. How-
ever, this has translated into profits 
for companies further down the 
supply chain that buy commodities 
as inputs.

In an economy plagued by in-
dustrial overcapacity, corporate 
over-leverage and a long-term growth 
slowdown, observers have been 
questioning how much longer China’s 
industrial profit growth can continue.

Industrial profits at large compa-
nies in China rose 5.1 per cent year 
on year in June, according to the 
National Bureau of Statistics.

It said the improvement in in-
dustrial deflation compared with the 
previous month was largely the result 
of a rebound in prices of metal min-
ing and processing, including steel. 
The prices of petroleum and natural 
gas extraction, and of coal mining, 
continued to rise.

In the long term, however, the 
uptick in steel prices is not likely to 
have a lasting impact on China’s PPI, 
said Tomas Gutierrez of Kallanish 
Commodities.

“Steel is generally looking stron-
ger than expected but this is mainly 
due to low inventories and sustained 
exports, not really because of the 
fight against overcapacity,” he added.

Meanwhile, Zhou Hao, senior 
economist at Commerzbank, warned 
that the data could undermine 
China’s economic reforms, as “rising 
steel and coal prices may slow down 
the rate of capacity cutting”.

Raghuram Rajan
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L&G to shift from traded 
assets into venture capital
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• As operating profits rise, insurer 
announces plan to double direct 
investments

L
egal & General is to move 
into venture capital as it 
shifts from market-based 
investments to more direct 
ways of putting its money 

to work.
 “There’s a huge gap in the mar-

ket,” chief executive Nigel Wilson said 
yesterday. “Universities in Britain are 
creating great science, but there’s a 
shortage of capital. The UK is great at 
start-ups but awful at scale-ups.”

The insurer will start investing in 
venture capital later this year. The de-
cision is part of a broader shift as Legal 
& General moves away from traded 
assets towards direct investments.

It plans to double direct invest-
ments from its retirement and capital 
businesses to £15bn over the medium 
term. It has built a factory to make flat 
pack components for housebuilding, 
and is also funding a new distribu-
tion centre for Amazon just outside 
London.

Mr Wilson was speaking as Legal & 
General reported a 10 per cent rise in 
first-half operating profits to £822m, 
slightly ahead of analysts’ forecasts of 
£812m. However, the shares dropped 
6 per cent as the market digested a cut 
to the company’s guidance on cash 
generation. Legal & General had said 
cash generation would grow by 6-7 
per cent this year but cut that guid-
ance to 5 per cent.

Ahead of the Brexit referendum, 
the company moved some of its as-
sets to cash where returns are lower 
than they would have been elsewhere.

“It was a messy set of results but 

UK gilt yields and bond bench-
marks in Spain and Ireland 
plumbed all-time lows yes-

terday, as the tailwind from the Bank 
of England’s restoration of quantita-
tive easing gathered pace.

Global equity and bond markets 
have been buoyed by the UK’s deci-
sion last week to cut interest rates to 
0.25 per cent - the lowest level in the 
BoE’s history - and launch a £70bn 
quantitative easing programme that 
will include government and corpo-
rate bond purchases.

With the BoE joining central 
banks in Japan and the eurozone in 
buying large amounts of sovereign 
bonds, global benchmark yields 
continue declining to new lows, 
exacerbating the matching of future 
long-term liabilities for pension 
plans and insurance companies.

Long-dated bonds have gener-
ated double-digit gains for investors 
so far this year with a gilts index up 
nearly 16 per cent for 2016, accord-
ing to Barclays indices.

“Central banks in Europe, Japan 
and now the UK are aggressively 
combating the problem of low in-
flation,” said David Zahn, head of 
European fixed income at Franklin 

Libor rise bumps up 
company borrowing costs

BoE stimulus helps yields 
hit record lows

a solid performance,” said Barrie 
Cornes, an analyst at Panmure Gor-
don. “There were some positives, 
but in the current market even the 
slightest sucking of teeth is getting 
whacked.”

Much of the group’s first-half prof-
its growth was down to the retirement 
division, which sells annuities and 
similar products. Earnings there grew 
44 per cent. The business was boosted 
by the acquisition of a back book of 
annuities from Aegon, although out-
side of that new business in both bulk 
annuities (sold to corporate pension 
schemes) and individual annuities 
was lower than last year. There was a 
big jump in equity release mortgages, 
however.

Mr Wilson said that the pipeline 
for new retirement business was good, 
especially when it came to helping 
companies deal with their pension 
schemes. “We’re not short of oppor-
tunities. In the UK we have enough 
business for the next 20 to 30 years.”

There was a weaker performance 
from the investment management 
business though. Profits slipped 3 
per cent because of a drop in property 
transactions, despite a jump in assets 
under management. Legal & General 
increased its interim dividend by 16 
per cent to 4p per share.

Separately, Standard Life shrugged 
off volatile markets to produce a 
forecast-beating 18 per cent jump in 
underlying first-half profits. The insur-
ance and asset management group 
said its clients had reacted differently 
to volatile financial markets in the 
first half. In the wholesale part of the 
business, which serves fund manag-
ers in private banks, there were net 
outflows of £400m, but that was more 
than offset by £2bn of inflows from 
institutional clients.

Templeton.
“I expect European bond markets 

to be supported by central bank QE 
programmes over the long term.”

Yesterday,  UK 10-year bond 
yields hit a record 0.56 per cent as the 
BoE began buying gilts with maturi-
ties of more than 15 years. The yield 
on 30-year gilts fell to an all-time low 
of 1.36 per cent.

Spain’s 10-year bond yield fell 
below 1 per cent for the first time this 
week as the prospect of long-term 
central bank easing outweighed in-
vestor concerns about Spain’s inabil-
ity to form a proper government since 
inconclusive elections in December.

Benchmark 10-year Irish bond 
yields also set a record low of 0.37 
per cent yesterday, while demand 
for Italian government bonds was 
firm in spite of ongoing banking 
problems that threaten to derail the 
reforms of prime minister Matteo 
Renzi.

Italy’s benchmark 10-year yield 
dipped to 1.11 per cent, approach-
ing its 2015 nadir, as investors also 
shrugged off a decision by rating 
agency DBRS to place the country 
on credit watch last week.

Francis Diamond, gilts strategist 
JPMorgan, said the usually quiet 
trading month of August had ampli-
fied the effect of the BoE’s new plan.

Companies face their first in-
crease in borrowing costs 
since the financial crisis as 

incoming rules for prime money 
market funds spur higher short-term 
interest rates.

Payments on floating-rate loans 
issued by dozens of companies are 
set to rise as US dollar Libor (London 
interbank offered rate)has for a pe-
riod of three months climbed above 
0.75 per cent.

This level, alongside interest rate 
floors set at 1 per cent, is used on more 
than nine in 10 of the loans that com-
prise the $880bn S&P/LSTA Leveraged 
Loan index. Analysts and investors 
expect Libor to continue rising as 
new rules governing prime money 
market funds are fully implemented 
in October.

That has reduced participation in 
commercial paper, pushing up short-
term borrowing rates including Libor.

“As Libor crosses these floors, the 
amount of interest the companies 
have to pay is going to creep up,” said 
Meredith Coffey at LSTA, an industry 
association.

The increase in Libor past 0.75 per 
cent will affect loans issued by Vale-
ant Pharmaceuticals, office-supply 
retailer Staples and fragrance and 
cosmetics group Coty. These loans 
will reset higher when quarterly inter-
est payments are due in the coming 
months.

The payments include a floating-
rate component - in this case Libor - 
and a spread to compensate investors 
for the underlying credit risk.

“[Rates] will start floating after a 
very long time and it will be interesting 
to see how it shakes out,” said Neha 
Khoda, a credit strategist with Bank 

of America Merrill Lynch. “For some 
companies it won’t matter . . . but for 
some with limited cash flows, it will 
be significant.”

The rise will also affect the vast 
universe of collateralised loan obli-
gations - bonds backed by leveraged 
loans. For CLO investorsin the lowest 
tranches, known as the “equity” slice, 
the impact can be significant.

Equity investors typically receive 
all income left over after more senior 
holders in the CLO have been paid. 
In exchange for the potential upside, 
these holders must tolerate the great-
est risk of loss should underlying loans 
default.

As Libor has slowly crept higher, 
the income that CLO portfolios have 
collected on corporate loans with 
floors has stagnated. That has left less 
to pass on to equity holders, as the 
Libor paid to senior tranche holders 
has increased.

OLIVER RALPH

• Closely watched mark is breached af-
ter MPC hawk says more stimulus likely

Sterling fell to its lowest level in a 
month yesterday after a Bank of 
England policymaker signalled 

that further quantitative easing may 
beckon for the UK.

The pound fell 0.4 per cent to 
$1.2982, breaking below the $1.30 
threshold for the first time in 19 trading 
sessions. Since the UK’s Brexit vote, the 
currency has closed under the $1.30 
mark only four times.

Ian McCafferty, a member of the 
Monetary Policy Committee, wrote in 
The Times newspaper yesterday that 
more QE was likely to be needed and 
the base rate could approach zero if 
the UK economy continued to slow, 
although he outlined a gradual ap-
proach to the process.

The currency’s fall has left sterling 
on course for its fifth successive session 
of declines. The dollar was also stron-
ger on the wider currencies market 
- helped by last week’s robust US jobs 
data that kept alive the prospect of a 
Federal Reserve rate rise in 2016 - but 

the $1.30 mark could still have extra 
significance for the pound.

“Typically, these round crosses for 
the pound, especially when perched 
at previous major lows, are market 
levels that corporate treasurers follow 
closely,” said Koon Chow, macroeco-
nomic and FX strategist at UBP.

“A move under $1.30 for the pound 
could cause more pressure as the same 
corporates aggressively hedge against 
deeper weakness, triggering even fur-
ther depreciation.”

There were indications that the 
Bank of England was looking at a 
potential deeper rate cut and further 
stimulus spending after August’s meet-
ing of the MPC voted unanimously to 
cut rates by a quarter point to a record 
low of 0.25 per cent. It also increased 
its QE stimulus package.

Mr McCafferty voted against the 
MPC’s decision to increase QE spend-
ing at its August meeting, and is seen 
as one of the more hawkish members 
of the nine-strong committee, giving 
his more dovish words some extra 
significance.

Meanwhile, data published yes-

terday showed the UK’s trade deficit 
hit £12.5bn for June, the month of the 
Brexit vote, the worst-ever figures for 
the month.

Separate data showed Britain’s 
manufacturing sector continued to 
shrink in the month leading up to, and 
including, the EU’s membership refer-
endum, although declines in output 
moderated slightly.

Official data will confirm the eco-
nomic impact of the Brexit vote later 
this year, with current numbers taken 
from the run-up to the vote.

Dominic Konstam at Deutsche 
Bank said: “Given the BoE has sug-
gested it is unlikely to pursue negative 
interest rate policies like other devel-
oped market peers, the central bank 
will probably be forced to buy up more 
government bonds.”

On the wider market, South Africa’s 
rand touched a 10-month high after 
election results in the country, where 
opposition parties made notable gains, 
received a positive reception from 
investors.

Pound falls below $1.30 on dovish hint

ELAINE MOORE AND 
MEHREEN KHAN

Ian McCafferty

JOE RENNISON AND  ERIC PLATT 
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G
ermany is emerging as 
the top destination for 
Chinese investment 
in Europe as it seeks 
a foothold in sophisti-

cated engineering and technology. 
But some see a threat to the coun-
try’s strategic industries.

At this year’s Hannover Messe, 
the world’s biggest industrial fair, it 
was one of the stars of the show: an 
elegant, ultra-sensitive robot known 
as an Iiwa that can pour a beer and 
brew a cup of coffee.

Angela Merkel and Barack 
Obama, guests of honour on the 
Messe’s opening day, were in-
trigued. “Can it squeeze lemons?” 
the German chancellor asked.

The Iiwa - or intelligent indus-
trial work assistant - is produced 
by Kuka, one of Germany’s most 
innovative engineering companies. 
But it will not be entirely German 
for long. Less than a month after 
the fair, a Chinese appliance-maker 
called Midea offered to buy Kuka for 
€4.5bn, in the largest ever Chinese 
takeover of a German company.

The idea of a Chinese entity own-
ing one of the nation’s great innova-
tors is a cause for widespread angst 
in Germany. The hand-wringing 
started soon after Midea revealed 
its bid.

“Kuka is a successful company in 
a strategic sector that is important 
for the digital future of European 
industry,” said Günther Oettinger, 
the EU’s digital commissioner and 
a close political ally of Ms Merkel. 
He called on other European com-
panies to make a counter offer, 
but no one came forward. Midea 
announced on Monday that it 
now holds 94.55 per cent of Kuka’s 
shares.

Even before the Kuka deal, Ger-
many was becoming the top desti-
nation for Chinese investment in 
Europe. Transactions with a total 
value of $10.8bn were announced 
in the first half of this year, accord-
ing to EY, the professional services 
firm - more than all previous years 
combined. Chinese investors ac-
quired 37 German companies in 
that period, EY says - compared 
with 39 in the whole of 2015.

“In China, we have a lot of re-
spect for German manufacturing 
excellence, their craftsmanship, 
their dedication to technology,” says 
Andy Gu, Midea’s vice-president. 
“There is lots of goodwill towards 
German brands, and that is also true 
in our organisation.”

The range of targets has been 
wide. Last month, Osram, one of 
the most venerable names in Ger-
man business, sold its lamp unit 
to a consortium led by Chinese 
LED specialist MLS for more than 
€400m. In February, Beijing Enter-
prises bought EEW, the German 
waste management company, for 
€1.44bn. Also this year, ChemChina 
agreed a €925m deal to buy German 
machinery maker KraussMaffei 
Group.

Martin Reitz, chief executive 
of Rothschild Germany, says 35-
40 per cent of German inbound 
investment in the first half of the 
year came from China. “We have 

several deals on the go with Chinese 
involvement right now,” he says.

The pivot towards Germany 
“reflects [China’s] strategic plan to 
be much more focused on innova-
tion, on high-tech brands, to enable 
them to shift to a more advanced 
industrial society”, he adds.

German technology firms are 
a key focus, but the Chinese net 
has widened to include everything 
from pharma and biotech com-
panies to clinics and care homes. 
Meanwhile, “since the Brexit vote, 
several top managers in China are 
thinking about moving their Euro-
pean headquarters from Britain to 
Germany”, says Yi Sun, a partner at 
EY Germany.

Regulatory scrutiny
Midea’s announcement of its of-

fer for Kuka on May 18 rang alarm 
bells in the German political elite, 
given the company’s place at the 
heart of “Industrie 4.0” - Germany’s 
ambitious drive to link the real-life 
factory with the virtual world. The 
company is best-known for big in-
dustrial robots used to make things 
like cars and planes. But it is work-
ing on more intelligent machines 
that can send and receive data from 
the cloud and connect to the much-
vaunted “internet of things”.

However, Chinese ownership 
of Kuka “could be problematic for 
customers that want to go into the 
cloud”, says Roland Klose, a busi-
ness professor and board member 
of the DSW independent sharehold-
ers’ association. “Some of them 
worry about the security of sensitive 
industrial and corporate data if the 
owner of the company is Chinese.”

Such concerns are not confined 
to Germany. Last month, British 
prime minister Theresa May de-
layed the final go-ahead for Hinkley 
Point C, a massive new nuclear 
plant backed by China General 
Nuclear Power Group, amid signs 
of a rethink on Chinese invest-
ment in the UK. Nick Timothy, her 
policy guru, wrote last year that 
China could use its stake in the 
British nuclear industry to engage 
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in energy blackmail, threatening to 
turn off the power in the event of an 
international crisis.

Elsewhere, too, a number of 
Chinese deals targeting sensitive 
foreign assets have fallen foul of reg-
ulatory scrutiny, particularly from 
the Committee on Foreign Invest-
ment in the US. In January CFIUS 
shot down Philips’ attempt to sell 
its lighting business to a Chinese-led 
consortium. In February, Tsinghua 
Unigroup withdrew from a $3.8bn 
investment in Western Digital after 
the deal was flagged for an inves-
tigation by CFIUS. ChemChina’s 
planned $44bn takeover of Swiss 
chemical group Syngenta is now 
also looking under pressure after 
the company was forced to refile its 
application to CFIUS in June.

Mr Reitz says it is “legitimate” 
to think about what happens when 
you transfer control of high-tech 
companies like Kuka to the Chinese. 
“The more iconic a company, the 
more this will be debated,” he says. 
“But if you really want to be China’s 
strategic partner, you can’t try and 
stop these deals.”

World’s largest robot market
Founded by Josef Keller and Ja-

kob Knappich in the Bavarian town 
of Augsburg in 1898, Kuka began life 
as a producer of acetylene gas for 
street lighting, and later branched 
out into welding machines. In 1973, 
it developed one of the world’s first 
industrial robots.

Midea’s relationship with Kuka 
goes back years. The company has 
installed about 100 Kuka robots in 
its factories, producing everything 
from vacuum cleaners to washing 
machines. Last year, Midea acquired 
a small stake in the German com-
pany, building it up to 13 per cent by 
this spring. Then in May, it unveiled 
a tender offer for all the remaining 
stock, offering €115 per share - a 
chunky 36 per cent premium to the 
previous day’s closing share price.

Midea says it saw a chance to 
help expand Kuka’s presence in its 
home market. Most Chinese facto-
ries are not automated: the coun-

try had just 36 robots per 10,000 
manufacturing workers in 2014. In 
contrast, average robot density is 85 
in Europe and 79 in the Americas.

But as it moves away from heavy 
industries towards a more consum-
er-driven economy, China intends 
to become one of the world’s top 
10 automated nations. By 2020, it 
plans to have 150 units per 10,000 
workers, Wang Ruixiang, president 
of the China Machinery Industry 
Federation, said last month.

“China is becoming the largest 
robotics market in the world, [and] 
we want to capture that growth 
potential,” says Midea’s Mr Gu. 
“There’s demand not just from us, 
but from all industries.”

Kuka is already big in China, 
with 15 per cent of the market, but it 
wants to be even bigger and having 
Midea as its owner will help.

“Midea has a clear picture of how 
Kuka will benefit from the Chinese 
market,” says Till Reuter, Kuka’s 
chief executive. But the reaction 
from Kuka’s workforce to the offer 
was one of shock.

“Anyone who hears China and 
Chinese investments being men-
tioned initially takes fright,” says 
Armin Kolb, the workers’ represen-
tative on Kuka’s supervisory board. 
“I’d be lying if I said everyone kept 
calm and everything proceeded as 
normal.”

The political reaction was just 
as negative. Sigmar Gabriel, Ger-
many’s deputy chancellor, said it 
would be “appropriate if there was 
at least one alternative offer from 
Germany or Europe”.

Ms Merkel, who happened to 
be on a trip to China with a delega-
tion of German businessmen, also 
reportedly expressed her concern. 
A key source of irritation in Berlin 
is that such a deal would be im-
possible in China, which in many 
industries restricts foreign compa-
nies to joint ventures. “We expect 
reciprocity on the Chinese side too,” 
she told officials during the trip.

Yet there was no way her govern-
ment could block the deal. Minis-

ters can only intervene to prevent a 
takeover by a non-EU investor when 
it involves “strategic” infrastructure 
such as energy networks, or defence 
companies. Kuka does not qualify.

Mr Reuter spoke to other po-
tential bidders, while continuing 
to negotiate with Midea’s boss Paul 
Fang. There were hopes that the 
Swiss engineering group ABB might 
step in. Friedhelm Loh, a German 
industrialist who owned 10 per cent 
of Kuka, was also approached, but 
said in June that he could not afford 
to buy the whole company. “Lots of 
names were floated, but were they 
prepared to do something?” says 
Mr Reuter. “We had one offer on 
the table.”

Midea was surprised by the 
backlash. “We didn’t expect such a 
high level of negative comments,” 
says Mr Gu. “But you have to accept 
that there are certain fears in Ger-
many and so you must thoroughly 
explain the rationale of the deal.”

Much of the anger at the Chinese 
bid was directed at Mr Reuter. Mr 
Loh and another big shareholder, 
the German engineering group 
Voith, both criticised him for pub-
licly supporting the offer. In the end, 
though, both sold their stakes.

The future of German industry?
What may have swayed them 

were the concessions Midea made 
to win support for the deal. It prom-
ised a hands-off approach, com-
mitting itself to preserve existing 
jobs and factory sites for the next 
seven-and-a-half years, and not to 
delist or restructure the company 
during that period.

“Alternative bids from other 
investors would have been worse, 
and would not have ensured our 
long-term future,” says Mr Kolb.

Midea also agreed on a complex 
ringfencing arrangement to protect 
data belonging to Kuka’s customers. 
“There’s clearly sensitivity there,” 
says Mr Reuter. “But we gave a clear 
signal that data security is taken 
seriously.”

Some in Augsburg worry that 
once the investor agreement expires 
in 2023, Midea could simply move 
Kuka’s production lock, stock and 
barrel to China, and sack thousands 
of staff at its German locations.

President Obama Angela Merkel

M&A - Why Beijing is courting Berlin
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The Skye can be big 
enough again!

Few issues elicit a more 
contentious debate 
than banking in Ni-

geria, especially after the 
dramatic collapse of a large 
section of Nigeria’s banking 
industry in 2009. It is in this 
context that many would 
have viewed the recent inter-
vention by the Central Bank 
of Nigeria (CBN) in Skye 
bank with trepidation. But 
this time is different for two 
important reasons. 

First, while there were 
large-scale insider deal-
ings and abuses in the pe-
riod leading to the collapse 
of some banks in 2009, it 
was largely triggered by the 

dramatic fall in oil price in 
2008, and the consequent 
increases in loan default 
ratios. Essentially, the bank-
ing crisis of 2009, while it 
has critical peculiar issues 
related to each bank, there 
were industry systemic is-
sues as well.

Second, and following 
from first, regulation has 
improved tremendously 
since the 2009 banking crisis 
episode. There have been 
significant improvements in 
the treatment of and the abil-
ity of the industry to contain 
loan defaults. This is espe-
cially evident because, while 
the last two years has pro-
vided us with same scenario 
and worsening economic 
conditions like in 2009, we 
have not seen the same rate 
of non- performing loans 
that we saw then. In 2009, 
average non performing 
loans for the industry was 
in excess of 30%, whereas, 
given the decline in oil prices 
in the last two years, the 
strict implementation of the 
Treasury Single Account 
(TSA), the rise in inflation 
and fall in real interest rates, 
and the diminishing oppor-
tunities for appropriate risk 
lending, the non performing 
loans, though growing in 
the last year, is still very low 
compared to 2009.

This improvement is tied 
and can be traced to the 
tighter requirements on 
banks since 2009, improving 
prudential and macro-pru-
dential regulation. There-
fore, if there is one thing that 
is clear about banking crises 
and banks’ collapse, it is 
that a bank does not merely 
implode on the basis of mac-
roeconomic and industry or 
sector-specific conditions, 
but also because of pecu-
liarities to the bank. In the 
case of Skye bank, very clear 
breaches of established pru-
dential guidelines emerged. 

Nonetheless, I under-
stand why some may con-
tinue to ask why the CBN 
intervened if the bank is not 
insolvent, not illiquid and 
still one of Nigeria’s systemic 
banks. My answer is that 
the CBN acted because of 
these critical parameters of 

the bank. Banking business 
is not like that of the provi-
sion of some other products 
and services. It entails and 
is sustained by trust. The 
licence to collect depositors’ 
money underlines that trust. 
Once that trust is threatened, 
and it was in the case of 
the former management of 
Skye Bank, by their inability 
to adhere strictly to estab-
lished prudential guidelines. 
The former management 
breached established CBN’s 
prudential guidelines, es-
pecially related to director 
related loans, underlined 
by the collapse in the clear 
division between the ex-
ecutive and the board (a 
lesson for all publicly quoted 
companies), and a classic 
failure of standard corporate 
governance procedures and 
practices. It was time to go. 

The consequences of 
this breach of prudential 
guidelines are evident in 
the published 2015 reports 
of the bank. Though earn-
ings grew dramatically, the 
interest expenses unexpect-
edly jumped by 75%. The 
growth in interest expenses, 
no doubt, was symptomatic 
of liquidity and growing 
financial strain. This led to a 
significant fall in net interest 
income by 19.5% when com-
pared to 2014. Expectedly, 
net operating income fell by 
35.6% to N50.4 billion com-
pared to N78.3 billion and 
N68.58 billion recorded in 
2014 and 2013 respectively. 
In line with the general rising 
costs of operation across the 
banking sector, the combi-
nation of both staff costs 
and administrative expenses 
pushed the bank into a loss 
after tax of N40.73 billion 
which is a sharp reversal 
from the post tax profits of 
N18.72 billion posted in the 
2014 financial year. 

However, for the future, 
though Skye Bank’s total 
assets fell by 13.6% in 2015, 
it remains well above the 
N1 trillion mark. More sig-
nificantly, the bank’s loan 
portfolio grew by a healthy 
9.2% to reach N704.896 bil-
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Recession or recovery?

I
n January 2016, the 
IMF projected that 
N i g e r i a’s  e c o n o -
my would grow by 
4.1percent! By April, 

the Fund reduced that 
projection to 2.3%, and in 
their recent July 2016 World 
Economic Outlook Update 
the IMF’s turnaround in its 
view about the direction of 
the Nigerian economy was 
complete, as it projected a 
contraction by 1.8%! By June 
2016, the World Bank had 
also become pessimistic-
reducing its growth projec-
tion to just 0.8%. Oil prices 
have been the main driver 
of recessionary trends aug-

tant policies that squeezed 
the economy into recession 
have already changed and 
economic activity may have 
ramped up a bit. Those were 
the refusal to deregulate 
the downstream petroleum 
sector and abolish the fuel 
subsidy regime until the 
whole country and its econ-
omy was almost completely 
grounded; and the rigid 
and irrational foreign cur-
rency regime adopted by the 
presidency and CBN until 
very recently. Our research-
ers at RTC Advisory tried 
to measure capital market 
reaction to the change of 
those two policies and con-
firmed that both changes 
were market and investor 
positive though new factors 
(market illiquidity, BREXIT, 
financial sector challenges 
and continued concerns 
about policy sustainability, 
buoyed by the president’s 
own words) continue to 
keep capital markets down.

The minister of budget 
and planning has recently 
confirmed that so far, 2016 

mented from the last quar-
ter of 2014 by political risk 
considerations and loud 
noises about large sums of 
money missing from the 
nation’s treasury! After the 
2015 elections went surpris-
ingly well, poor economic 
performance became not 
just about oil, but govern-
ance gaps, policy uncer-
tainties and outright wrong 
policy choices. Now politi-
cal risks are rising again-in 
the Niger-Delta affecting oil 
output and power genera-
tion; continued though rela-
tively reduced instability in 
the North-East as a result 
of Boko Haram activity; ter-
rorism across large swathes 
of North-Central Nigeria, 
affecting agricultural output 
and resulting in numerous 
deaths; in Eastern Nigeria as 
security officers mow down 
unarmed pro-secessionist 
protesters; and as insensi-
tive federal appointments 
heighten calls for restruc-
turing the federation. Many 
prospective investors may 
opt to wait out this regime 
if these trends are not de-
escalated!

Ni g e r i a  m o s t  l i k e l y 
entered an official reces-
sion as the second quarter 
closed in June 2016 prob-
ably contracting larger 
than in the first quarter! 
My firm estimates negative 
growth as large as minus 
1.5 percent. Even though 
our projections expect a 
smaller contraction by Q3, 
and a modest growth in the 
last quarter, it is unlikely to 
be sufficient to avert a full 
year recession-perhaps full 
year decline around minus 
0.5%. We expect based on 
trends from Q1 2016 that 
major economic sectors-oil 
and gas, financial services, 
real estate, manufacturing, 
government, construction, 
hotels and hospitality etc. 
would remain in recession 
in Q2, while only trade, 
telecommunications and 
agriculture may have sus-
tained more modest levels 
of growth. 

It is not all bad news how-
ever. By the time Q2 data is 
released by the National 
Bureau of Statistics (NBS), 
they will already be “lag-
ging”- the two most impor-
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This information was avail-
able to all before the onset of 
the crisis.We characteristi-
cally did nothing significant 
to prepare.

In any case, recession is 
part of the capitalist system’s 
phenomenon, which econo-
mists call the business cycle 
that manifests in the rise and 
fall of national output. Econ-
omies tend to follow a path 
of boom, burst and recovery, 
and boom again. With good 
planning, companies and 
governments could minimize 
the impact of a recession on 
their entities by taking cer-
tain proactive steps. Those 
who run their businesses 
properly do certain things in 
good times to be safe when 
the unavoidable downturn 
arrives. 

Such companies begin 
by having a clear outlook 
of the future. Such outlook 
would imply the preparation 
of long term plans. These 
plans contain projections 
that recognize the possibil-
ity of a downturn. That way, 
they are not carried away 
by the good times. Because 
they have planned against 
future output falls, they are 
prudent with their finances. 
They create reserves and put 
money away for the future. 
We call it deferred gratifica-
tion – the postponement 
of some present consump-
tion in order to smoothen 
the consumption curve. As 
they create and grow their 
reserves, they keep borrow-
ing and debt acquisition to a 
minimum. They also ensure 

they remain liquid. Every 
country that is run properly 
takes these same steps.

Recessions don’t begin 
overnight. The signs were 
clear as China began to slow. 
In countries where plan-
ning is synchronized with 
executive action, the slow-
ing of China’s economy was 
a good warning signal that 
things could get rough. Chi-
na, which consumes close to 
60 per cent of world output 
of base metals, is a major 
market for commodities, 
including oil, on which Ni-
geria depends. A proactive 
country must be interested 
in the economic health of its 
major trading partners. The 
subsequent collapse of oil 

defeat on their faces.
As the economy sheds 

the vulnerable and they roll 
down the dark alleys of lack, 
pain and death, wise leaders 
knowit’s time to declare a 
cease fire, even if temporary, 
on any act that conveys the 
slightest impression that 
somebody is stealing billions 
from the tax payers who can-
not feed their families. We 
need urgently to call a truce. 
What we should be doing 
now is asking ourselves what 
other nations do in a depres-
sion like ours.

Of course the word reces-
sion is not of Nigerian origin. 
This means that those who 
coined it may have either 
experienced it or seen others 
go through it. In other words, 
there is a pool of knowledge 
out there to benefit us in fight-
ing depression. Moreover, 
this recession is not limited 
to Nigeria. Many countries, 
especially in the developing 
world, are experiencing it. 
And more important,our 
present predicament was 
foretold by those who ought 
to know. 

The United Nations in its 
World Economic Situation 
and Prospects 2016 predicted 
a slowing of growth in devel-
oping countries in 2016. Ac-
cording to the report, growth 
in these countries will aver-
age 3.8 percent this year, and 
it would be the lowest growth 
figure recorded by them since 
the global crisis of 2009. In 
terms of intensity, it was also 
expected to be comparable 
only to the recession of 2001. 

Recession: Understanding the present predicament (2)

That the Nigerian econ-
omy is in a recession 
and we seem to have 

no answer is not surprising. 
Recessions are hard to man-
age, especially at this stage 
when the trough is still far 
away. That the naira is on a 
free fall that defies all hedg-
ing techniques is also not so 
surprising. Only economic 
illiterates expect otherwise 
for a country that behaves the 
way we do – buy everything 
and sell nothing but oil; then 
hawk the currency on every 
street corner. What is a com-
plete shock is that while this 
house literally burns in all di-
rections: financial, economic 
and security, there was a 
deafening, distracting and 
infantile noisebooms from 
those who ought to scream 
“silence” and Nigeria stills – 
the “law makers”.  Pray, who 
will tell our ”leaders” that 
some of their compatriots 
still have some pride and 
shame left in them?

As the economy decays 
and the poor masses, who 
hardly have any good story 
to tell of their lives in Nige-
ria die of hunger; as hard-
working entrepreneurs lose 
their livelihood and close 
shops, those they beckoned 
to help organize their com-
monwealth are busy fighting 
over illegal shares of the tax 
payers’ money. As more Ni-
gerians become economic 
refugees, ransacking garbage 
dumps for food (oh yes its 
happening) one is appalled 
that some politicians think it 
is still safe to rub the people’s 
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