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L-R: Paul Arinze, general manager, public and government affairs, ExxonMobil Nigeria; Okechukwu Enelamah, minister of industry, trade 
and investment, and Ogechukwu Udeagha, manager, media and communications, ExxonMobil Nigeria, at the Lagos Business School 
(LBS) Annual ‘Breakfast @ Dinnertime’ held in Lagos.
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T
he surprise jump in 
Nigeria’s foreign re-
serve to $25.36bn and 
improving oil prices 
could help bring an 

end to the country’s multiple 
exchange rates which have been 
the subject of criticism by ana-
lysts and investors. 

The reserves rose by $300m in 

about a week, according to data 
on the website of the apex bank.

 Nigeria currently has almost 
ten Naira – Dollar exchange rates 
for transactions in its economy, 
a signal of the dysfunctional 
Foreign Exchange (FX) market.

 BusinessDay has identified 
up to nine different exchange 
rates applied at one time or 
the other in the past year and 
they include a pilgrims rate 

of N197/$, 2017 Budget rate 
N305/$, interbank rate N315/$, 
fuel imports rate N316/$, In-
ternational card rate N319/$, 
Travelex N345/$, Western Union 
rate N375/$, Bureau Du Change 
at N399/$ and Parallel Market 
rate near N488/$.

 Analysts say the multiple 
exchange rate mechanism is 
causing a lot of damage and un-
certainty to the economy, as well 

as encouraging round-tripping 
and rent seeking.

 “It’s indeed a mess. The way 
out is obvious – government’s 
control and arbitrary deter-
mination of FX rate should be 
eliminated, so we can have a 
transparent market-determined 
rate that will encourage foreign 
investors to put money in Nige-

Continues on page 39

Jump in reserves, oil price seen to 
close Nigeria’s multiple FX rates

Continues on page 4

Market outlook for 
2017 dims as NSE-
30 company profits 
down 20.34% in Q3

For the first in nine months 
through September 2016, 
the cumulative net in-

come of 30 firms which make 
up the Nigerian Stock Exchange 
(NSE) 30 index or 87.50 percent 
of the total market capitalisa-
tion fell by 20.34 percent to 

BALA AUGIE

PATRICK ATUANYA... 7 firms post 
N140.19 billion loss

The restriction placed 
on 18 imported drugs 
by the National Agen-
cy for Food and Drug 

Administration and Control 
(NAFDAC) is causing a marked 
scarcity of drugs in Nigerian 
pharmacy stores. 

NAFDAC recently placed 
a ban on Paracetamol tab-
lets, Metronidazole tablets, 
Vitamin B Complex tablets, 
Co-trimoxazole tablets, Fer-
rous Sulphate tablets, Folic 

KEMI AJUMOBI

Continues on page 39

Drug scarcity hits Nigeria’s 
healthcare sector
... NAFDAC restrictions on imported pharmaceuticals, others fingered

Acid tablets,and  Magnisium 
Trisilicate, among others.

 Isaac Folorunso Adewole,  
minister of health,  confirmed 
exclusively to BusinessDay,  that 
the drugs were banned to protect 
local industries which produce 
them, and save foreign exchange 
that would have been used in 
importing the medicines.

 “Though there is low capacity 
utilisation in the manufacture 
of pharmaceuticals, restriction 
is placed only on importation of 

West Africa now has 
its own blockchain-
enabled digital 
currency

Nigeria’s revenue 
at risk as more 
oil majors shift to 
deep water
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India rupee ban: Snapdeal to deliver cash

U.S. consumer confidence hits 15-year high in December

Toshiba may take billion-dollar hit on nuclear deal

Home ownership in the UK is 
overestimated by conventional 
data, with many more renters 
than the figures suggest, a think 
tank has suggested.

The official estimate of a 64% 
home ownership rate was too 
high, the Resolution Foundation 
said, as many people shared or 
owners had lodgers.

One of India’s biggest online re-
tailers has started offering the coun-
try’s most sought-after item...cash.

Snapdeal is letting people in 
two cities order rupees online, and 
pay with their bank card when the 
money is brought to their door.

It is the latest firm to try and 
take advantage of a country-wide 
cash-crunch, after last month’s 
government ban on 500 and 1000 
rupee notes.

U.S. consumer confidence 
shot to its highest in more than 
15 years in December as ex-
pectations for strength in job 
growth, business conditions 
and the stock market continued 
to build following the U.S. presi-
dential election, a survey said 
on Tuesday.

The Conference Board said 
its Consumer Confidence Index 
rose to 113.7 this month from 
an upwardly revised 109.4 in 
November. 

Toshiba Corp said it may have 
to book several billion dollars 
in charges related to a U.S. nu-
clear power acquisition, a shock 
warning that sent its stock tum-
bling 12 percent and rekindled 
concerns about its accounting 
acumen.

Tata Sons sues Cyrus Mistry 

Home ownership ‘overestimated by official data’

India’s Tata Sons is suing its 
ousted chairman, Cyrus Mistry, 
for breach of confidentiality, 
media reports say.

The conglomerate accused 
him of causing “irreparable harm 
and damage” by making sensitive 
documents public at a compa-
nies’ dispute hearing last week.

Monte dei Paschi sees funding gap grow
Italian lender Monte dei Paschi 

is facing a capital shortfall of €8.8bn 
(£7.5bn), higher than the €5bn pre-
viously estimated by the bank, the 
European Central Bank has said.

It comes after Italy approved a 
€20bn fund to prop up its embat-
tled banking sector on 23 Decem-
ber. Monte dei Paschi had asked 
for a capital injection to stay afloat.

Briefs
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Market outlook for 2017 dims as NSE-30...
Continued  from page 1

N510.73 billion from N641.15 
billion the previous year.

 Seven firms out of the NSE-
30 also posted a cumulative 
loss of N140.19 billion in the third 
quarter, as the economic downturn 
continues to blight every sector of 
the economy.

 Some of Nigeria’s biggest com-
panies lost significant investment 
in the period under review, on the 
back of a weak naira, crimping 
consumer spending and limited 
access to foreign currency for es-
sential imports.

 “The fact that people are losing 
their jobs and the inflation that 
has eroded the purchasing power 
of consumers impacted negatively 
on the performance of these firms,” 
according to Ayodele Akinwunmi, 
Head, Research and Strategy at 
FSDH Merchant Bank Ltd.

 “Costs are going up because of 
foreign exchange scarcity and naira 
devaluations and the increase in 
costs cannot be easily shifted to con-
sumers whose pockets are already 

squeezed. Some firms cannot shift 
cost to consumers because they sell 
goods that have perfectively elastic 
demand,” said Akinwunmi.

Seven Up Bottling Plc, a bever-
age and consumer goods giant, 
recorded a loss of N1.55 billion in 
the third quarter, the first in more 
than a decade, as higher price of 
raw sugar, which is a raw material 
component in the manufacture of 
soft drinks, spiked.

 An industry source told Busi-
nessDay that the basic problem of 
foreign exchange affects practically 
everything. “Whether the firms are 
importing directly or not, it has 
some kind of a linkage on import,” 
said the source, who does not want 
to be named.

 He said for instance, that his 
company does not import sugar 
but it buys from Dangote Sugar, 
BUA and Golden Sugar, which im-
port raw sugar, and that these firms 
are constrained by dollar scarcity.

 “Sugar price alone has gone 
up two times in the last eight to 
nine months, which explains the 
spiralling input costs bedevilling 

our operations” he summed.
 A breakdown of the huge losses 

shows some firms, especially the oil 
majors, got cash flows crippled as a 
result of militant attacks on oil infra-
structure like the Forcados terminal, 
which transport crude and gas.

 Oando Nigeria Plc and Seplat 
Corporation Development Plc re-
corded losses of N36.45 billion and 
N24.07 billion respectively.

 For the building material and 
construction firms, Lafarge Africa 
and Julius Berger Nigeria Plc re-
corded losses of N37.40 billion and 
N3.32 billion, respectively.

 Bashir Saheed, head of research 
at Meristem Securities Limited, 
said for firms to rebound to the 
path of profitability, there has to be 
a recovery in the economy. 

“It depends on pace and success 
of all economic recovery strategies 
of the FG. Nevertheless, we may not 
see any positive impact until third 
quarter 2017,” said Saheed.

 For Ayodele, the ability of gov-
ernment to resolve the dispute in 
the restive Niger Delta region will 
help increase oil production which 
will boost FX and enlarge alloca-
tions to state that will enable them 
clear salary arrears owed to workers.

 “Once they are able to pay 
salaries, it will increase the ability 
of people to buy consumer goods.

 Federal Government invest-
ment in infrastructure will boost 
production,”  summed Ayodele.

 Nigeria’s Gross Domestic Prod-
uct (GDP) contracted by 2.20 per-
cent in the third quarter of the year, 
according to data from the National 
Bureau OF Statistics (NBS). The In-
ternational Monetary Fund (IMF) 
forecasts the economy will shrink 
by 1.70 by 2016.

 Inflation rate for the month of 
October was 18.30 percent, fuelled 
by higher price of petrol and food-
stuffs. Unemployment is at 13.30 
percent for the second quarter.

 “If the economy is in a reces-
sion, firms within the economy 
will not have strong demand for 
their products and they will re-
cord lacklustre results,” said John 
Chukwu, managing director and 
founder, Cowry Asset Manage-
ment Limited.

 While the apex bank has adopt-
ed a semi-flexible exchange rate 
after pegging the currency for 15 
months, companies say the new 
policy has not assuaged the pains 
of dollar scarcity.



5Wednesday 28 December 2016



NEWS
Wednesday 28 December 2016

PDP takes credit for clearing of Sambisa forest

NCAA sanctions Arik over delayed delivery 
of passengers’ baggage

Ayade, Ita-Giwa, others laud Dangote’s 
sponsorship of African Food Festival

Lake Rice: 5 additional trailer-load arrive Lagos today

Minister warns of fake dollars in circulation

BUSINESS  DAY C002D5556

M
i n i s t e r  o f 
Agriculture 
a n d  R u r a l 
D e v e l o p -
ment, Audu 

Ogbeh, has warned that there 
are fake US dollar notes in 
circulation in Nigeria, driven 
by growing demand for the 
currency.

Ogbeh said in an exclu-
sive interview with Busi-
nessDay in Abuja, that some 
criminals were taking ad-
vantage of the scarcity of the 
foreign currency to circulate 
counterfeit notes to unsus-
pecting people.

Fallen oil earnings in the 
country have seen a scarcity 
of dollars in the country, even 
though demand is not abating.

As of last Monday (De-
cenber 26), the naira traded 

at a record high of N485/$ at 
the Bureau De Change (BDC) 
window and about N305 at 
the interbank market.

This is despite various 
interventions by the Central 
Bank of Nigeria (CBN) to 
ameliorate the dollar scarci-
ty, especially for manufactur-
ers and other strategic actors 
in the nation’s economy.

Recall that the CBN in 
mid-November, gave access 
to about 7,792 requests for 
foreign exchange, valued at 
over $867 million to manu-
facturers and other strategic 
actors in the Nigerian econ-
omy, to ease forex scarcity.

The CBN in a statement 
issued then, stated that the 
access was in continuation 
of its resolve to ease foreign 
exchange pressure on manu-
facturers, adding that it was 
given through the interbank 
window to enable manufac-

6

OWEDE AGBAJILEKE, Abuja

turers and strategic actors to 
source for vital raw materi-
als and spare parts for their 
respective industries.

With the price of food and 
other consumables soaring, 
and manufacturers closing 
shop, the activities of the 
dollar counterfeiters are wor-
risome, as the minister said.

He called for caution on 
the part of the public, es-
pecially manufacturers and 
urged Bureau De Change 
operators to watch what they 
were selling.

“Right now, there is some-
thing you people should 
warn the public about. There 
are lots of fake dollars being 
sold now. Nigerians who 
travel with them are getting 
arrested. Put that news out. 
People are scanning these 
dollar notes so cleverly, you 
go abroad, they arrest you 
with it,” he said.

cently cleared by soldiers, would 
serve as a training ground for the 
personnel of the Nigerian Army 
as from 2017.

“We also congratulate the 
President for his dogged pursuit 
of the war against insurgency. 
We are happy that he has built 
on the efforts of his Predecessors. 
Whatever we are witnessing now 
is as a result of all the efforts and 
sacrifices of the past and present.

“We salute the men and 
women of our beloved armed 
forces. Their courage, determi-
nation and sacrifice made this 
achievement possible. The men 
and women of the Nigerian 
armed forces have served and 
continue to serve with distinc-
tion in many peace-keeping 
operations all over the world. We 
salute them for fighting with great 
courage to keep the peace in their 
own country,” Adeyeye said in a 
statement on Tuesday.

The party, however, called on 
the military to clear other forests 
used as hideouts by criminals, 
namely: Birnin Gwari, Zamfara, 
Southern Kaduna, Enugu, and 
Benue forests.

show that upon receipt of the 
complaints, NCAA invited 
the airline to a meeting on 
December 6, 2016, which 
was duly attended by the 
airline’s representative.

However, according to 
NCAA, Arik embarked on 
continuous flouting of the 
Nig.CARs and the Authority’s 
directives to freight all back-
log of short–landed baggage 
to Lagos within 48 hours.

“Similarly, the carrier 
declined to offer care and 
compensation to the af-
fected passengers, which 
were unanimously agreed 
for One Hundred and fifty 
United States dollars.

“In addition, the air-
l ine did not inform the 
passengers at the soonest 
practicable time that their 
checked–in baggage would 
be off–loaded as required by 
Part 19.7.2 of the Nigerian 
Civil Aviation Regulations 
(Nig.CARs), 2015,” Sam Adu-
rogboye, general manager, 

through the partnership of the 
sponsors, cuisines from different 
nations have been gathered in 
Calabar and urged all present to 
savour the taste of the cuisines 
available.

In her welcome, the convener 
of African Food Festival, Calabar, 
Florence Ita-Giwa, said “the food 
festival aims to unite all tribes in 
continental Africa through their 
respective cuisines.” The maiden 
food festival is to showcase African 
dishes and culinary skills, she said, 
adding that Cross River State is 
very rich in dishes.

Giving an insight on how the 
food festival evolved, she said “In 
Calabar we have our cuisine, you 
go to Ibo they have their cuisine, 
you go to Yoruba they have their 
cuisine, in Hausa, they have their 
cuisine” the idea of having all of 
these under one roof was sold to 
Governor Ben Ayade whom is 

Five additional trailer-
load of Lake Rice being 
promoted by Lagos and 

Kebbi States are expected to 
arrive Lagos today from Kebbi.

The trailers, Businesss-
Day was told, set sail from 
Kebbi on Tuesday morning 
(yesterday) and everything 
being equal will arrive in La-
gos today before they will be 
redistributed to the centres 
created by the state govern-
ment to facilitate the sales to 
members of the public.

Toyin Suara, the state 
commissioner for agricul-
ture, who was still in Kebbi 
yesterday to monitor the 
packaging and shipment of 
the rice, said more would 
also be coming in before the 
New Year.

According to Suara, from 
the previous consignments 
received before the Christ-
mas celebration, two trailers 

Ahmed Makarfi-led Peo-
ple’s Democratic Party 
(PDP) has taken credit 
for the recent clearing 

of Sambisa forest by the Nigerian 
military.

A statement by the spokes-
person of the party, Dayo Adey-
eye, noted that the war against 
insurgency received a major 
boost in the build-up to the 2015 
general elections by the admin-
istration of former President 
Goodluck Jonathan.

This, he said, made it possible 
for elections to hold peacefully in 
almost all the local government 
areas of all the states in the North 
East ravaged by insurgency.

The opposition party com-
mended the Buhari adminis-
tration for continuing with the 
programmes of its predecessor 
in the area of security.

Chief of Army Staff, Tukur 
Buratai, had disclosed on Mon-
day that Sambisa forest, the last 
stronghold of the dreaded Is-
lamic group Boko Haram re-

N
i g e r i a n  C i v i l 
Av i at i o n  Au -
thority (NCAA) 
yesterday sanc-
tioned Arik Air 

Limited over delayed delivery 
of passengers’ luggage, which 
contravenes the provisions 
of the Nigerian Civil Aviation 
Regulations (Nig.CARs).

The airline is to pay the 
authority of  the sum of 
N6,000,000 as penalty and 
the sum of $150 to each pas-
senger as compensation for 
inconveniences suffered as 
a result of delayed arrival of 
their luggage.

Earlier, the Authority was 
inundated with complaints 
of delay and inability to ferry 
the passengers’ checked – in 
luggage on the airline’s ser-
vices from London – Lagos 
from December 2, 3 and 4, 
2016.

BusinessDay’s checks 

Cross River State Gov-
ernor Ben Ayade has 
joined participants at 
the maiden African 

Food Festival Calabar to com-
mend Dangote Industries Limited 
for sponsoring the event.

The governor, represented 
by his wife, Linda Ayade, who 
declared the food festival open, 
lauded the exemplary attitude 
of Dangote Group in sponsoring 
events, especially the now rested 
Children’s Carnival.

With the African Food Festival 
replacing the Children’s Carnival, 
she said Dangote Group stepped 
in as the pioneer sponsor of the 
event proving that the Group was 
truly committed in partnering all 
stakeholders for a better Nigeria.

The food festival is to bring to-
gether different cuisines in Africa, 
as the continent is very rich in tasty 
cuisines, Ayade said, saying that 

were sent to each of the sale 
centres. There are a total of 
15 centres (five in each of 
the three senatorial districts 
of the state where the rice 
is being sold at the rate of 
N12,000, N6,000 and N2,500 
for 50kg, 25kg and 10kg, re-
spectively).

Checks at some of sale 
centres on Tuesday showed 
that residents eager to buy 
the ‘cheap’ rice were still 
visiting the centres. One of 
the prospective buyers at 
Lagos Agricultural Inputs 
Supply Authority (LAISA), 
Ojo, said she was attracted 
by the price.

“A 50kg bag of any qual-
ity rice sells for N20,000, but 
the Lake Rice is being sold 
N12,000. That is N8,000 off, 
which is enough for other 
things at home this festive 
season,” said the woman who 
identified herself as Adeola.

The supply of the bagged 
Lake Rice from Kebbi is a 
stopgap arrangement pend-
ing the completion of the 

rice-processing mill at Imota, 
Ikorodu. Lagos State is em-
barking on the upgrade of 
the 2.5 metric tons mill to 10 
metric tons per hour to mill 
rice paddy to be supplied 
from Kebbi in line with the 
agreement signed by the 
two states in March 2016, 
towards increased local food 
production.

The rice-processing mill, 
according to Suara, will be 
delivered by the second 
quarter of 2017. “The con-
tractors are on ground work-
ing,” the commissioner said.

Suarau, who assured the 
residents of the continuous 
availability of the rice at the 
designated retail outlets, 
said the state government 
was working assiduously to 
ensure adequate supply.

“From Wednesday, De-
cember 28, 2016 (today) all 
designated retail outlets and 
centres will have enough 
supply of the product to 
meet the growing demands 
of residents,” he said.

JOSHUA BASSEY

L-R: Abu Ejoor, executive director, commercial, Benin Electricity Distribution Company plc (BEDC); Gbolade Victor Osibodu, chairman, 
board of directors; Governor Godwin Obaseki of Edo State, and Funke Osibodu, managing director/CEO, during a courtesy visit by the 
board and management of BEDC to the governor in Benin City.

IFEOMA OKEKE public relations, NCAA, said.
As a result, the Author-

ity has said that in violation 
Part 19.7.2 and 19.17.2.1 (ii) 
of the Nig.CARs, 2015, Arik 
Air Limited would pay to the 
Authority within seven days 
of receipt of its letter, the sum 
of N6 million, as civil penalty 
for violation of Part.19.7.2 of 
the Nig.CARs, 2015.

The Authority also di-
rected Arik Air to pay each 
affected passenger, within 30 
days of the date of its letter, 
the sum $150 as compensa-
tion for inconveniences suf-
fered as a result of delayed 
arrival of their luggage on 
your service as required by 
Part.19.17.2.1 (ii) of the Nig.
CARs, 2015.

The Authority said the 
penalty was to assure all 
stakeholders that the Author-
ity exist to protect their rights 
at all times and as such any 
violation of the Regulation in 
that regard would be viewed 
seriously.

open to ideas and He bought it 
and fused it to the Calabar festival 
Calendar.

Ita-Giwa commended Dan-
gote Group for its partnership, 
which enabled the food festival 
to become a reality. She said that 
since the cessation of Children’s 
Carnival, Dangote Group stopped 
participating in Calabar Carnival 
but with the introduction of Food 
festival, the Group is back.

She described Dangote Group 
as a leader in the food industry 
with subsidiaries as Dangote 
Flour, Dangote Sugar, NASCON 
and Dansa as proven leaders in 
their respective sectors.

The Convener also called on 
industries and investors to take 
advantage of the abundance of 
food and cuisines in Cross River 
and invest in the state. Investing 
in the state according to her will 
add values and create more jobs. 

 … as state targets Q2 to complete Ikorodu rice mill

... says Nigerians are being arrested

AMADI NNAMDI, Abuja
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Standards board 
advises motorists 
on tyre condition, 
safe driving

2017 budget: Stakeholders call for increased allocation to health sector

S
takeholders in the 
health sector have 
called for increased 
budgetary allocation 
to the health in the 

2017 budget.
This, they say, should be in 

line with the Abuja Declara-
tion of 2001, which recom-
mends that a minimum of 15 
percent of the total annual 
budget be dedicated to health.

They state this at a retreat 
in South Africa, organised by 
the National Institute for Leg-
islative Studies (NILS).

In a statement signed by 
the communications adviser 
to the Institute, Kanayo Nwa-

jei, the primary objective of 
the retreat was to deepen tech-
nical expertise and broaden 
the activities of members 
of the Senate and House of 
Representatives Committees 
on Health and Appropriation, 
to improve systematic and ef-
fective oversight of the health 
sector in Nigeria.

Giving a breakdown of the 
infrastructural spending in the 
2017 proposal already before 
the National Assembly, Udo-
ma Udo Udoma, had revealed 
at the public presentation/
breakdown of the proposal 
that the health ministry would 
get N51 billion.

The session chaired by 
Lanre Tejuosho, chairman, 
Senate Committee on Health, 

assured that the National 
Assembly would ensure that 
the provision of the National 
Health Act, 2014, which stipu-
lates that 1 percent of the 
consolidated revenue fund 
be dedicated to the health 
sector, was adhered to in the 
2017 budget.

Other resolutions at the 
retreat include: “That the Na-
tional Assembly will improve 
its oversight of the health 
sector and health expendi-
ture spending and ensure 
judicious management of 
resources allocated to health, 
particularly given the decline 
in oil revenues;

“That greater political will 
to accelerate resource allo-
cation to health and ensure 

that the sector is among the 
top five priority areas in the 
national budget.

“Government must pro-
vide an enabling regulatory 
environment as well as a mod-
el for public private partner-
ship to ensure the delivery of 
quality, safe and efficacious 
medical products and tech-
nologies;

“The National Assembly 
will initiate a legislation to 
make NHIS mandatory to all 
Nigeria that ensures that all 
Nigerians are able to access 
with ease at least primary 
health care facilities;

“That the National Assem-
bly will support government’s 
proposal to build 10,000 pri-
mary health care centres 

across the country in the 2017 
budget.”

The statement added that 
the 16 lawmakers from Nigeria, 
comprising senators, House of 
Representatives members and 
staff of NILS, also visited the 
South African Parliament and 
held meetings with their coun-
terparts in the Appropriation 
and Health Committees and 
the South African Parliament 
in Cape Town.

The retreat was declared 
open by David Chapfika, 
chairman, Committee of Fi-
nance, Parliament of Zim-
babwe, while NILS’ director-
general, Ladi Hamalai, was 
represented by Yemi Fajing-
besin, the Institute’s director 
of research and training.

Director-General, 
Standards Organ-
isation of Nigeria 
(SON), Osita An-

thony Aboloma, has cautioned 
motorists to take additional 
precautions as they convey 
passengers to and fro their 
different destinations in this 
Yuletide.

Such precautions, Abo-
loma said, should begin with 
a thorough check on the status 
of their tyres as well as the air 
pressure.

Aboloma, who was de-
livering a goodwill message 
against the background of the 
Christmas and New Year, said 
the status of vehicle tyres was 
a strong determinant of safety 
behind the wheels, saying 
motorists should take this into 
consideration.

Meanwhile, the agency 
says it had an inventory of 
over 400 million worth of 
substandard tyres awaiting 
destruction in its warehouses.

The destruction is to both 
serve as a deterrent to others, 
and to also forestall a situa-
tion where such products if 
left un-destroyed could be 
recycled into the society, with 
its obvious and staggering 
implications.

Aboloma, who bemoaned 
the fact that some motor-
ists still take the condition of 
tyres with levity, said this had 
resulted in a lot of avoidable 
road crashes leading to loss of 
lives and property.

The SON boss said his 
agency would continue to 
sensitise Nigerians on the 
propriety of double-checking 
the quality of products they 
buy, while at the same time 
sanctioning those behind 
such substandard products.

In the case of tyres, he said 
common problems include, 
outright substandard brands, 
expired tyres, stuffing at the 
point of shipping and haulage 
within the country, as well as 
inappropriate gauging.

“We know that these are 
issues that could actually be 
contained if people were a bit 
more sincere and careful. But 
experience has shown that 
there are many people, from 
manufacturers, to importers, 
vulcanizes down to drivers 
who do not want to do their 
right thing; they would rather 
try to cut corners, and this is the 
result of some of these negative 
incidences on the road”,.

Aboloma said as the apex 
regulatory agency on stan-
dards, that the SON would 
continue its efforts in check-
mating manufacture, import 
or sale of substandard prod-
ucts, saying this was in the 
interest of the nation.

According to him, the im-
pact of substandard products 
on the Nigerian economy is 
enormous, as it contributes to 
loss of national revenue, closure 
of factories, loss of jobs, and 
negative returns on investment.

He said the SON has put in 
place an aggressive  sensitisa-
tion campaigns going forward, 
while at the same strengthen-
ing  internal mechanisms 
aimed at arresting the prob-
lem of substandard products 
in the country.

OWEDE AGBAJILEKE, Abuja
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Since September 15, 2015 when 
the Treasury Single Account 
(TSA) policy was implement-

ed, it has been making headlines 
on the news pages, but hardly for 
the best of reasons. Nowadays, it 
seems every problem under the 
sun is blamed on the TSA, including 
delayed salaries, pay cuts and even 
something as ridiculous as lopsided 
end-of-year promotions.

Some months ago, the sports 
ministry claimed it was unable to re-
munerate our sports team who par-
ticipated in the Rio Olympic Games 
because its funds were domiciled in 
the TSA. The Academic Staff Union 
of Universities (ASUU) took the 
reins afterwards, alleging that lec-
turers were unable to access foreign 
grants and other perks due to the 
TSA which was undermining their 
autonomy. Oddly enough, fingers 
have been known to point at the TSA 
when some of our universities run 
out of letterhead paper. How more 
ridiculous can the blame game get?

ASUU may have fought and won 
the battle for exclusion of its foreign 
grants from the TSA to perpetuate 

cies on the TSA.
To counter the much-vaunted 

‘trapped funds’ argument directly, 
NHIS’s funds in the TSA are acces-
sible to select officers and man-
agement staff who can access and 
make transactions with it subject to 
the approval levels required by the 
organisation, as with other MDAs 
in the federation. It is preposterous 
that the TUC is feigning ignorance 
of the fact that the same processes 
that guide opening and operating 
accounts in commercial banks apply 
to the TSA as well. Before TSA when 
MDA funds were domiciled with 
multiple commercial banks, their 
financial transactions underwent 
various levels of approval and did 
not sail through until the final ap-
prover rubber-stamped the process. 
Asking for anything different with 
the TSA smacks of the antics of a few 
disgruntled elements out to take us 
back to the pre-TSA era when they 
could siphon public funds without 
any paper or electronic trail.

The TUC needs to use the media 
to sell a positive message rather than 
claim that the permission of the Ac-
countant General of the Federation 

(AGF), CBN authorities and other 
external ‘regulators’ is needed be-
fore MDAs can make transactions 
out of their accounts. Truth is, even 
before the full implementation of 
the TSA as far back as 2012, the CBN 
and the AGF did not vet transactions 
processed by the MDAs. I am not 
sure they are about to start that now.

On a more practical level, there 
are laid-down procedures for ad-
dressing grievances rather than 
playing the whipping boy in the 
public domain. If the NHIS requires 
a sub-account or wishes to invest its 
funds for more efficient service de-
livery to the citizenry, the scheme’s 
managers should simply apply to 
the AGF for it and get back to the 
public if their request is unduly 
delayed or denied. Then, they might 
have a case. But at this point, the rest 
of us are much too busy trying to 
eke out a living to pay any attention 
to populist statements that take us 
nowhere fast.

bad name in order to hang it. So far, 
the TSA has helped the government 
recover N4.3 trillion of its cash assets 
hitherto ‘trapped’ in the system (no 
pun intended). The majority would 
have us return to the dark era when 
mismanagement of funds and impu-
nity were the order of the day. But if 
there is to be a revolution, it must start 
now and we must support it. The TSA 
is not quicksand which traps funds. 
It is only a single account where the 
funds generated by our Ministries, 
Departments and Agencies (MDAs) 
are lodged and disbursed subject 
to agreed processes meant to instil 
a measure of accountability in the 
administration of public funds. 

Coming back to the NHIS, it is 
misleading for the TUC to go to town 
with news that NHIS’s funds are 
‘trapped’ in the TSA and this is af-
fecting healthcare delivery to workers 
who enrol for the scheme. Fact is, the 
TSA is only a year old while the NHIS 
is 11. Without question, the NHIS has 
barely scratched the surface of afford-
able healthcare delivery to Nigerian 
workers, much less the rest of us 
within that timeframe. So it is highly 
unfair to blame its glaring inadequa-

NHIS funds: Why it’s unfair to blame TSA
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ence, a statement on the fiscal risks to 
the 2017 budget highlighting meas-
ures to be taken to mitigate such risks 
would have enriched the information 
content of the Minister’s speech leav-
ing the detail for inclusion by way of  
appendix to the Appropriation Bill. 
This is also consistent with Section 19 
of the FRA 2007 which requires that 
the annual budget be accompanied 
by a ‘Fiscal Risk appendix evaluating 
the fiscal and other related risks to 
the budget and specifying measures 
to be taken to offset the occurrence 
of such risks’.

In line with OECD best practice 
for budget transparency, a simple 
version of the 2017 budget proposal 
(a non-technical presentation known 
as Citizens Budget) should be made 
available to the public.  Where possi-
ble, it should be translated into major 
Nigerian languages and widely dis-
seminated using a variety of media. 
When produced by the government 
budget office other than civil society 
groups, it serves to institutionalize 
the government’s commitment to 
presenting its policies in a manner 
that is understandable by the public.

All said, the Minister of Budget 
and his team deserve commendation 
for coming up with the 2017 budget 
proposal barely seven months into 
the implementation of the 2016 budg-
et. To provide a major opportunity 
for public scrutiny and civic engage-
ment as well as facilitate a thorough 
interrogation of the 2017 budget 
estimates, the National Assembly 
should ensure that, like the General 
bills, the 2017 Appropriation Bill is 
subjected to public hearing. By pro-
viding a platform for open discussion 
on the budget, the Legislature will be 
helping to broaden public debate on 
budget priorities.

referred to as the ‘’Trial Balloon’’, the 
government of Canada releases the 
budget proposal to the general public 
prior to its official presentation to 
Parliament in an effort designed to 
gain insight on the potential public 
reaction to estimates in the budget. 
It is no surprise that Canada is one 
of the top 10 countries on the Trans-
parency Open Budget Index. In this 
regard, Nigeria can borrow a leaf 
from Canada.

The much that is in the public 
space regarding the 2017 budget is 
the President’s budget speech and 
the 18-page document containing 
the public presentation made by 
the Minister of Budget and National 
Planning. The difference between the 
two is usually in the design and infor-
mation content. While the President’s 
speech is meant to contain high-
lights of the proposal; the Minister’s 
presentation is expected to be more 
detailed and descriptive, employing 
tables and charts for maximum effect. 
Although fine in many respects, the 
budget proposal paper presented by 
the Minister seems to fall short of 
these essential attributes. For exam-
ple, comparative figures should have 
been shown in respect of Section 7.3 
(especially paragraphs 23 and 24) 
which presented the breakdown of 
recurrent (non debt) expenditure as 
well as Section 7.7 (paragraph 30) 
which dwelt on the composition of 
infrastructural spending.  Compara-
tive data serve to provide an indica-
tion of the credibility and priorities 
of the budget proposal.  The minor 
errors in the document such as omis-
sions in sections numbering (3.1 and 
7.4 omitted) as well as inconsisten-
cies in the use of the dollar sign (US$ 
or $?) may be considered insignifi-
cant but should be taken note of. A 
budget document should have zero 
tolerance for errors. 

As called for by international 
standards and especially against the 
backdrop of the 2016 budget experi-

Beyond the numbers: Reflections 
on the 2017 budget proposal 

tive venue such as the International 
Conference Centre is better suited 
for this purpose. Aside government 
officials, professional bodies, organ-
ized Labour, organized private sec-
tor and Civil Society Organizations, 
the academia, students and indeed 
any interested member of the public 
should, after proper identification, 
be allowed access to the venue of the 
public presentation.  

Considering that annual budget is 
the key instrument by which a govern-
ment translates its policies into action, 
global best practice recommends that 
this should be accessible to the public. 
According to the International Budget 
Partnership (IBP), budget information 
is publicly available ‘if it is published 
on an official government website’. 
One cannot say the 2017 Appropria-
tion Bill already before the National 
Assembly is in the public domain. It 
is neither on the website of the Budget 
Office nor that of the Ministry of Budg-
et and National Planning. In what is 

In line with OECD best 
practice for budget 

transparency, a simple 
version of the 2017 
budget proposal (a 

non-technical presenta-
tion known as Citizens 

Budget) should be made 
available to the pub-
lic.  Where possible, it 
should be translated 
into major Nigerian 

languages and widely 
disseminated using a 

variety of media

A
s required by the 1999 
Constitution, President 
Buhari on 14th Decem-
ber 2016 performed a 
crucial aspect of the 

annual budget ritual when he laid 
before a joint session of the Na-
tional Assembly the 2017 budget 
proposal. While Section 81 of the 
Constitution allows the President 
the liberty to lay the Appropriation 
Bill at any time before the com-
mencement of the next financial 
year, doing so in December tends 
to reinforce what is gradually 
becoming a ’new normal’ in fis-
cal year operations that is alien 
to our laws. By virtue of Section 
318(1) of the 1999 Constitution, 
the financial year in Nigeria runs 
from the 1st of January to the 31st 
day of December. Beside the con-
troversies that dogged the 2016 
Appropriation Bill, the distortion 
in the 2016 financial year can be 
traced to the fact that the budget 
proposal was not submitted to the 
Legislature for consideration until 
22nd December 2015. 

While presenting to the public 
the 2017 budget proposal on 19th 
December 2016, the Minister of 
Budget and National Planning, 
Senator Udo Udoma, said the pro-
posal was based on the 2017-2019 
Medium Term Fiscal Framework. 
How is this so? The 2017 budget pro-
posal has an expenditure outlay of 
N7.298 trillion, oil price benchmark 
of $42.50 per barrel, crude oil out-
put estimate of 2.2 million barrels 
per day and an average exchange 
rate of N305 to the dollar with ag-
gregate revenue available to fund 

a cycle of misappropriation of 
funds in our tertiary institutions. 
But it is appalling that the Trade 
Union Congress (TUC) is joining 
the bandwagon to claim that the 
NHIS funds are ‘trapped’ in the 
TSA as well, whipping up public 
sympathy on the platform of af-
fordable healthcare.

It is no news that the NHIS 
is mired in fraud. Last time we 
checked, the 11-year-old scheme 
was enmeshed in misappropri-
ation of funds to the tune of a 
whopping N2.1 billion. In a recent 
interview granted to newsmen, 
NHIS Executive Secretary Usman 
Yusuf disclosed that federal work-
ers who enrolled for the scheme 
were not being attended to, and the 
fraud rocking the system was much 
worse than the fuel subsidy scam. 
It is precisely for these and other 
reasons that the scheme needs to 
come under the umbrella of the 
TSA to instil a measure of fiscal 
discipline and accountability that 
it has not known in its 11 years of 
existence.

Truth is, the anti-TSA cam-
paign amounts to giving a dog a 

CHUKA IHEANACHO
Iheanacho, a public affairs analyst, 

wrote in from Lagos.

the federal budget at N4.94 trillion. 
But the 2017-2019 Medium Term 
Expenditure Framework/Fiscal 
Strategy Paper (which was still on 
the website of the Budget Office up 
till the time of writing) projected for 
2017 a budget size of N6.87 trillion, 
oil price benchmark of $42.50 per 
barrel, crude oil output of 2.2 mil-
lion barrels per day and an average 
exchange rate of N290 to the dollar 
on the basis of which aggregate 
revenue available to fund the federal 
budget was put at N4.17 trillion. 

According to newspaper reports, 
the 2017-2019 MTEF was debated 
and approved by the House of Rep-
resentatives on Tuesday December 
13 ahead of the President’s budget 
speech with an adjustment to the 
exchange rate from N290, which 
was considered unrealistic, to N350 
to the dollar. The Executive budget 
proposal eventually had N305 to 
the dollar. Section 18 of the Fiscal 
Responsibility Act 2007 provides 
that the Medium term Expenditure 
Framework ‘shall be the basis for 
the preparation of the estimates of 
revenue and expenditure required 
to be prepared and laid before the 
National Assembly under section 
81 (1) of the Constitution’.  Notwith-
standing the provision of Section 
16 of the FRA 2007 which grants 
the President the power to effect 
changes in the ‘fiscal indicators 
which in the opinion of the Presi-
dent are significant’, it is important 
for the Budget Office to clarify the 
version of the MTEF upon which 
the 2017 budget proposal is based.

Beyond the budget numbers are 
the vital issues of access and par-
ticipation. The public need access 
to budget information and oppor-
tunities to participate in the budget 
process. It is becoming a tradition 
to have the public presentation of 
the budget proposal done by the 
Minister at the Banquet Hall of the 
Presidential Villa. A less restric-

  UCHE UWALEKE
Uwaleke, a Fellow of ICAN, is an As-

sociate Professor of Finance and Deputy 
Director of Research at Nasarawa State 

University Keffi.
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Vulnerable people are 
speed determinant in 
any system. They slow 

everybody down in busi-
ness functions. A great 
leader recognises that 

every enterprise has vul-
nerable people; there-

fore the need to designs 
programs and create 

environment to support 
such people to improve 

and build capability

who, though experienced, have 
wrong job functions. They could 
be people who are facing chal-
lenges in their marriages. They 
could be people who just lost 
a love one.  These people chal-
lenges could impact badly on 
performances. It definitely will 
affect your plans except you 
address it.

Leaders know that except 
vulnerable people are sup-
ported to develop and tap into 
their potential for quality deci-
sion making at work it may slow 
down business activity and cost 
the business. So there is need 
to invest in health insurance, 
support with housing loan and 
mortgage, provide staff bus and 
cars, sometimes subsidy on 
food, and design programs for 
emotional capacity building in 
form of training and seminars 
which takes us to the next an-
swer.

 The second answer is invest 
in capacity building

Invest in human capacity 
building programs consistently. 
As the business kicks off in the 
New Year you need to put in 
place plans to improve the abil-
ity of the workers to drive the 
business objective to success. 
How about encouraging your 
team members to look out for 
relevant certification programs, 
seminars and training that can 
enhance their decisional abil-
ity in the role they play on the 
team. May be you as a business 
leader will also have to look out 
for programs and seminars that 
can help improve your leader-
ship skill.

The third answer is focus on 
what you can change

You need to focus on what 
you can change because you 
cannot change every vulnerable 
situation or people.  We need to 
recognise that nothing can be 
done to help chicken soar like 
an eagle.  Some of your workers 
who have refused to improve on 
the team will have to be counsel 
to switch to another team or 
department and maybe to join 
another business organisation 
entirely. 

The Fourth answer is build 
team that will fulfil business 
goal

You need to hire people 
objectively. Bring people on 
board when you are clear of the 
missing value you think should 
be added.

It is important to hire team 
members objectively and by 
that decision among others so 
that your team members and 
you can be on the move to ful-
filling the business goal at the 
same pace.

Dear friend, my encourage-
ment for you is that as you are 
thinking about strategies to 
expand your organisation ser-
vice and to enter new markets 
in the New Year, do consider 
that some of your workers will 
need support, training, com-
pensation and motivation to 
start the new business calendar 
on a great note and sustain the 
success to the end. I see you 
expanding and not reducing in 
business. Welcome to season 
of business opportunities and 
expansion.  

Help people and score business goal
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members whose weaknesses are 
louder than strengths.

Vulnerable people are speed 
determinant in any system. They 
slow everybody down in busi-
ness functions. A great leader 
recognises that every enterprise 
has vulnerable people; therefore 
the need to designs programs 
and create environment to sup-
port such people to improve and 
build capability.  

How does a business leader 
improve the situation of people 
who are open to fatal error and 
could slow down business goal 
execution?

The first answer is recogni-
tion of the weakness that could 
negatively impact on your goals 
and plans.

A business leader needs to 
recognise the set of people with 
loud weaknesses in the organi-
sation.  They are people who 
prior to employment did not 
have experience in the position 
they currently occupy in the 
organisation. They are people 

no more in the ‘loop’ are also 
working hard to see that those 
getting government contracts 
are being portrayed as benefiting 
from cronyisms.

President Buhari is a man 
who, when he trusts someone, 
he hardly distrusts such a person 
based on insubstantial reasons. 
So some people can easily take 
advantage of that to commit 
some shady acts behind the Gen-
eral. We must not also forget that 
public office in Nigeria comes 
with some privileges, authority 
and huge funds to spend, so if 
one does not apply measured 
restraint and discipline he/she 
can easily fall into the trap of cor-
ruption without even knowing. 

Babachir has been working 
with Buhari for a long time, most 
people believe he knows who 
Buhari is more than many people 
in the present government and 
it will be highly surprising if he 
is involved in things that tarnish 
Buhari’s globally commended 
efforts in the North-East. 

Babachir is a poor politician 
who only sticks to people from 
his clan and hardly stretches his 

handshake to other people; he 
also lacks efficient image manag-
ers. With his age, experience and 
trust bestowed on him by Buhari; 
it is hardly a possibility that he 
will condone arbitrary award of 
contracts to families, friends and 
cronies of his and other mem-
bers of the committee. With the 
level of discipline being brought 
into public service, it is almost 
impossible that the members of 
such a sensitive committee will 
overlook raw abuse of due pro-
cess. Though, we do not expect 
the present government to award 
contracts to it ‘enemies’. The ac-
cusation must be seen as untrue 
except proved otherwise. None-
theless, Babachir must come out 
clean, because the accusation is 
heavy with stark similarities with 
Dasuki’s armsgate. Corruption 
has been the major factor that 
has helped in prolonging the 
insurgency in the northeast.

Between Buhari, Babachir and Resignation
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rary solution. The best solution is 
the command given by President 
Buhari that the AGF commences 
investigation of any government 
official alleged to have been in-
volved– if Babachir is found to be 
a party to any breach of laid down 
process and procedure, many 
people including Buhari will be 
disappointed in him. Besides, he 
is from the northeast and his lo-
cal government area of Hong in 
Adamawa state is among the most 
affected areas by Boko Haram 
senseless war.

Anti corruption war is a major 
unique selling point for Buhari. 
So, any accusation of corruption 
against a member of the inner-
circle of his government attracts 
public attention. However, we 
must bear in mind that for every 
corruption accusation against a 
Buhari lieutenant, two possibilities 
could be drawn: individuals cur-
rently facing corruption charges 
are working hard to paint every 
member of the government as 
also corrupt so as to rubbish the 
government’s fight against corrup-
tion. Secondly, those who are used 
to government patronage and are 

P
resident Muham-
madu Buhari’s stance 
on corruption is in-
disputable; while 
his government has 

exhibited genuine and com-
mendable efforts to restore the 
northeast to its pre-war peaceful 
status. However, it is facing a big 
test with recent revelations link-
ing Secretary to the Government 
of the Federation, Babachir Da-
vid Lawal, a trusted inner circle 
member of President Buhari, 
to abuse of funds meant for the 
Internally Displaced Persons in 
the North-East. The Senate has 
called for Babachir to resign due 
to the allegations. This is an acid 
test of the President’s stance on 
corruption and his resolve to 
rebuild the northeast.

Should Babachir resign? – 
he’s being accused of abuse 
of office, inflation of contracts 
and also complicit in 21 bogus 
contracts awarded to families, 
friends, cronies and the mem-
bers of Presidential Initiative for 
the North East (PINE).

Babachir’s resignation, if it 
happens, will be just a tempo-

M
y greatest re-
w a r d  i s  n o t 
n e c e s s a r i l y 
how success-
ful I  become 

but how successful you be-
come. My vision is to empower 
budding entrepreneurs and 
through them turn our com-
munities to cities. I want to 
see you prosper in business 
and reproduce your success 
story. I believe that 2017 will 
be better business year for you 
and especially because of your 
commitment to learning.

I read the story of twin 
brothers who parted with life 
threatening disagreement and  
met to reconcile  years later 
after each have built large agric 
businesses. At the reconcilia-
tion meeting, both Israel Isaac 
and Esau Isaac shared perspec-
tive that is people focused and 
especially while planning to 
reach a destination.

While Esau Isaac recom-
mended fast drive for Israel 
Isaac team members and ani-
mals to join him at his own 
farm for celebration and mer-
riment, Israel Isaac responded, 
“You know that the children 
are weak, and I must think of 
the sheep and cattle with their 
young. If they are driven hard 
for even one day, the whole 
flock will die; please, go on 
ahead of me and I will follow 
slowly, going as fast as I can 
with the livestock and children 
until I can catch up with you.”

Dear entrepreneur, the mor-
al of this story above is that 
business goal and plans can-
not be achieved faster than the 
vulnerability of the work team 

Muhammad  wrote 
via zaymohd@yahoo.com from 

Jimeta, Adamawa State. 

ZAYYAD I. MUHAMMAD

VICTOR MAMORA
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It is customary at the yule-
tide season for people to 
consider the fate of the less 
privileged and try to help 
them to also experience 

the joy of the season.  This year, 
and in spite of the biting econom-
ic situation in the country, many 
Nigerians have tried to adhere to 
this noble tradition.   However, 
one set of people that require 
our serious thoughts and prayers 
this season  is the hundreds of 
thousands of our fellow country 
men and women and children in 
the Internally Displaced People’s 
(IDP) camps scattered all over 
the country but most especially 
in the Northeast of the country.  
These are people that have been 
affected the most by the Boko 
Haram madness; have lost par-
ents, children, or loved ones in 
the conflict and have themselves 
been lucky or forced to flee the 
madness and found supposed 
refuge in the IDP camps set up 
in various parts of the country. 
But alas, the so-called refuge has 
turned into a huge prison where 
they are being starved to death 
and prevented from leaving. 
Quite characteristically, the gov-
ernment has continued to deny 
this sad reality and has continued 
to restrict access to the camps to 
journalists and investigators to 
ascertain the true situation in 
these camps and offer help where 
necessary.

In July this year, a report by 
the Geneva-based Medicins Sans 

Frontieres revealed that about 
six malnourished children die 
daily in the IDP camps in Bama, 
Borno state alone. This is sequel 
to repeated news from the foreign 
media that thousands of IDPs in 
over 20 camps around Maiduguri 
were starving to death because 
food and relief materials allocated 
to the camps are either diverted or 
stolen by government and or camp 
officials. The UK Guardian of Tues-
day 13 September, 2016 reported 
protests by angry camp residents 
over the stealing of food meant for 
the residents while they are left to 
starve to death. The best feeding 
ration any IDP camp got was once 
a day. The paper quoted a camp 
resident thus: “In the night they 
load up vehicles with food and take 
it away to their houses...But I can’t 
complain. [A local official] said that 
if I complain he will tell soldiers 
that I am a member of Boko Haram 
and they will kill me.”

Meanwhile, Refugee Interna-
tional (RI), in its April Report titled 
“Nigeria’s Displaced Women & 
Girls: Humanitarian Community 
at Odds, Boko Haram’s Survivors 
Forsaken”, detailed the gory re-
alities confronting the IDPs under 
the nose of Nigerian government 
officials including rape and sexual 
exploitation of women and girls, 
who in most cases, have to submit 
to the demands of the officials, sol-
diers and policemen for sex to be 
able to eat and possibly feed their 
children or family members. 

Similarly, On October 31, the 

Human Rights Watch (HRW) re-
leased a report detailing how gov-
ernment officials (camp officials, 
vigilante groups, policemen and 
soldiers) systematically raped and 
sexually exploited women and girls 
displaced by the Boko Haram con-
flict and how the government offers 
little or no protection to these hap-
less group and does nothing to stop 
the abuse not to talk of sanctioning 
the abusers.  

The government feigned ig-
norance of these incidences and 
promised half-heartedly to investi-
gate the reports. Nothing has come 
out of it. 

Recently, the United Nations, 
tired of talking to a non-caring 
Nigerian government began to ap-
peal to the world to act urgently to 
save millions of people, especially 
women and children starving at the 
various IDP camps in the North-
east. Sadly, Nigerian President Mo-
hammadu Buhari came out earlier 
this month to say reports by local 
and international humanitarian 
agencies detailing the high level 
of deprivation in the war-ravaged 
north-east Nigeria were exagger-
ated. He said the United Nations 
and other private humanitarian 
groups are deliberately hyping the 
level of the crisis for financial gains.

  But just after making those re-
marks, the Senate investigated the 
disbursement of funds under the 
Presidential Initiative in the North 
East (PINE) and indicted the Sec-
retary to Government of the Fed-
eration (SGF) Babachir Lawal over 

the diversion of the humanitarian 
funds.  The Senate took the unprec-
edented step, at plenary, to call for 
the removal and prosecution of the 
SGF after the Adhoc committee set 
up by the Senate to investigate the 
humanitarian crisis in the North-
east discovered that government 
personnel took liberty with the 
funds awarding dubious contract 
to themselves and their families 
and cronies while residents of the 
camps starve to death. The SGF 
specifically was found to have 
awarded  contracts to his company, 
Global Vision Engineering Limited, 
including a ridiculous consultancy 
contract to clear invasive plant 
specie for N200 million. 

The Buhari administration is 
however yet to act on the Senate 
recommendation but has tightened 
security at the camps to prevent 
journalists, foreign humanitarian 
agencies and investigators from 
accessing the camps. Local jour-
nalists who have disguised as aid 
workers to visit the camps report 
tales of starvation and hopeless-
ness in the camps. 

As we urge Nigerians to specially 
remember these people aban-
doned by their own government to 
die and prevented from receiving 
help from international sources 
during this season of joy, we urge 
them to ramp up the pressure on 
their various governments to pri-
oritise the welfare of those at these 
IDP camps. That will be the best 
yuletide gifts we could give to these 
unfortunate fellow citizens. 

Yuletide in the IDP camps
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NNPC pledges to intensify stakeholders’ 
engagement to sustain peace in Niger Delta

COMPANIES 
& MARKETS
COMPANY NEWS ANALYSIS AND INSIGHT

In association with

T
he Nigerian National 
Petroleum Corpora-
tion, (NNPC), has 
vowed to continue to 
find sustainable solu-

tion to the challenge posed by 
insurgency in the Niger Delta.

 The Corporation said it had 
created security management 
platforms that would enable it 
identify and evaluate risks, develop 
and superintend implementation 
of investigations, and aggregate 
and deploy necessary resources 
to guarantee peaceful business 
environment in the region.

 Maikant Baru ,the Group 
Managing Director of  NNPC 
stated this in an End of Year Mes-
sage to staff of the Corporation  
in Abuja, stressing that NNPC 
was committed to implementing 
a robust security and stakehold-
ers’ strategy that would ensure 
that peace reins in the industry 
operational areas.

 Baru attributed the recent 
increase in the country’s oil and 
gas reserves to 37 billion barrels 
and 192Tcf respectively to the 
relative peace that was instituted 
in the Niger Delta.

 He explained that over the 
year, NNPC adopted strategies to 
ensure the Corporation’s opera-
tional profitability, citing the rene-
gotiation of all existing contracts 
which had enabled his Manage-
ment Team achieve substantial 
value realization of between 5-30 
per cent discounts.

 “This singular effort alone 
translated to substantial cost 

Outsourcing management 
accounting functions could 

boost SMEs productivity

P15

With over 200mw hydro 
power set to come 
on stream in 2017 in 

northern Nigeria, the Ministry 
of Power’s incremental power 
plan seems to be on track. 

Projects such as the 40MW 
Kashimbilla Hydropower proj-
ect in Taraba State, 100MW 
Hydro Power Plant project 
in Tiga, Bebeji Local Gov-
ernment Area of Kano State 
and the 30 Megawatts Gurara 
Hydropower Plant in Kaduna 

Hydro power in Northern Nigeria boosts Fashola’s incremental power plan
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plan also agreed upon.
 He said the ultimate objective 

of the recently signed off agree-
ments between NNPC and the 
JV Partners was to enable NNPC 
transit into an Incorporated Joint 
Venture (IJV) business model for 
all the current Joint Ventures, JVs.

 The NNPC boss declared that 
with the support of his staff, other 
industry critical stakeholders as 
well as the generality of Nigerians, 
NNPC was able to bring stability 
to petroleum products supply 
and distribution situation in the 
country.

 “Today, motorists drive in 
and out of filling stations with 
ease. This would not have been 
achieved without the collective 
efforts of all of us,” he said in his 
statement.

 The  NNPC he said  had com-
menced the implementation of 
a 12-key Business Focus Areas 
developed by his Management 
Team which he said would en-
hance the Corporation’s busi-
ness performance, adding that 
his team had also completed 
arrangements to put in place 
structures that would enable 

smooth implementation of new 
business models for its Strategic 
Business Units and companies 
nationwide.

 The NNPC helmsman in the 
End of Year Message expressed 
appreciation to President Mu-
hammadu Buhari who he noted 
had provided enormous support 
to his team’s efforts to reposition 
NNPC while he equally gave 
kudos to the Minister of State for 
Petroleum Resources, Emmanuel 
Ibe Kachikwu whose able leader-
ship, he reckoned, was strength 
to his team. 

the state will benefit from it,” 
Garba said.

  In October, Babatunde 
Fashola, Minister of Power, 
Works and Housing, inspected 
the 30 Megawatts Gurara Hy-
dropower Plant in Kaduna 
and said the additional power 
would boost efforts to stabilize 
power supply in the country.

  Fashola said the project 
would be completed early 
2017. He also said that work 
will expedited on the Gurara/
Kudenda Substation in Kadu-
na where energy would come 

down for distribution adding 
that approval had already 
been given for the building of 
the substation.

  According to the minis-
ter, the Gurara hydropower 
project was also a source of 
transporting energy, added 
that the place was supposed 
to evacuate power from that 
location through to Kaduna 
and Mando substations to Ku-
denda substation to connect 
to the Kaduna Power Plant.

 When he also paid a visit 
to the 40MW Kashimbilla 

Hydropower project in Taraba 
State in September, Fashola 
assured that the Dam, would 
serve the purpose of protect-
ing parts of the country from a 
predicted ecological disaster, 
provide electricity and sup-
port agricultural ventures 
in surrounding States of the 
Northeast.

 Experts say Nigeria should 
build on the momentum wit-
nessed in renewable energy 
in 2016 and expand on poli-
cies that will attract increased 
private sector participation.

savings in favour of NNPC”, the 
GMD noted.

 Baru expressed delight in the 
completion of negotiations with 
NNPC JV partners towards the 
resolution of cash call funding 
challenges through payments 
of arrears that were owed the 
partners. 

 He said this feat was achieved 
by developing a clear payment 
plan as well as the pursuit of 
an alternative funding strat-
egy, stressing that arrears of up 
to December, 2015 have been 
fully reconciled, with repayments 

are some of the projects lined 
for completion in 2017.

  Mohammed Garba, the 
state’s  Commissioner of 
Information told the News 
Agency of Nigeria (NAN) on 
December 20 that the 100MW 
Hydro Power Plant project in 
Tiga, has reached 85 per cent 
completion and will be inau-
gurated by the first quarter 
of 2017.

  “The power project will 
also contribute to boosting 
the state’s economy because 
most of the companies in 
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Total Health Trust 
supports Bricon 
Foundation on 
fight against 

Global fight against 
cancer has received a 
boost as Total Health 

Trust supports Bricon Foun-
dation to reduce the menace 
and bring succour to suf-
ferers.

The World Health Organ-
isation (WHO) estimates 
that over 100,000 Nigerians 
are diagnosed with cancer 
yearly, of that number a 
staggering 80 percent die of 
the disease.

Cancer indiscriminately 
affects at least 2 million peo-
ple in Nigeria and the impact 
of the disease on families and 
communities is immense, as 
Nigeria is ranked the highest 
cancer death rate in Africa. 

To drive the movement 
for the reduction of can-
cer incidences in Nigeria, 
and as part of its corporate 
social responsibility (CSR) 
programme for 2016, one 
of Nigeria’s leading Health 
Maintenance Organisations 
(HMO) and the HMO of the 
Year for 2016, Total Health 
Trust Limited (THT), is sup-
porting The Bricon Founda-
tion, a recently launched 
non-profit organisation.

The Bricon Foundation, 
co-founded by Abigail Si-
mon-Hart and Niyi Adekeye, 
is seeking to support patients 
and their families struggling 
with cancer through provid-
ing counselling, education, 
advocacy, free prosthesis 
and mastectomy products 
as well as assistance with 
sourcing funds for treatment. 

The Bricon Foundation 
hosted a fund raising event 
tagged, “Keeping Hope 
Alive” recently in Lagos, 
where Abigail Simon-Hart, 
who is also a cancer survi-
vor, discussed the need for 
broader support for those 
diagnosed. She said, “Early 
detection of cancer is not 
enough, instead, we need 
to build the necessary sup-
port structures that assure 
patients quality of life and 
that cancer is not a death 
sentence.”

L-R:  Nike Oyewolu, head, sales & markets ,  Tola Adeyemi, partner & head, audit services, Tomi Adepoju, partner, board advisory services,   
Robert Araeb, director, audit services,  all of KPMG Nigeria, at the press conference and presentation of the “building a great board composition” 
Global Pulse Survey Report held at KPMG head office, in  Lagos.                   Pic by Pius Okeosisi

ISAAC ANYAOGU
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I
n a bid to increase reach across 
Nigeria, Air Peace airline, one of 
Nigeria’s domestic airline made 
its maiden flight out of Lagos into 
Uyo on Sunday, December 18.

This development is coming at a 
time when airlines ply limited routes 
as a result of high operation cost. Pas-
sengers, who previously had limited 
options, now have several choices to 
pick from.

 In a related development, the 
airline has assured air travellers that it 
has made adequate preparation with 
vendors for the supply of aviation fuel 
throughout the festive period and 
beyond to ensure hitch-free flight 
operations.

In a statement signed by Chris 

Iwarah, Corporate Communications 
Manager of Air Peace, said the airline 
was expanding its flight operations 
to Uyo in response to the yearnings 
of Akwa Ibom people and other air 
travellers in the region.

 The airline said the timing of 
its maiden flight to the State was to 
give air travellers on the Uyo route 
a dependable alternative and cater 
to the huge traffic to the state during 
the yuletide.

 “On Friday, September 9, 2016, 
we launched our Lagos-Benin-Lagos 
and Abuja-Benin-Abuja flight op-
erations to give air travellers a reliable 
option.

 “The launch has not only been a 
huge success, but has also drastically 
reduced the difficulties faced by air 
travellers on the Benin route. How-
ever, since the launch of Air Peace 

Benin operations, our numerous 
loyal customers and other air travel-
lers have increased their calls on us to 
take our spectacular flight experience 
to Uyo, Akwa Ibom State.

 “Akwa Ibom is a burgeoning 
economic and tourist centre in the 
South-South region of Nigeria. This 
status has led to a huge leap in the 
demand for air travel to and out of 
the state. Unfortunately, that huge 
demand has so far been met with 
mostly disappointment.

 Iwarah said Air Peace, therefore, 
felt it was time to respond to the yearn-
ings of our numerous loyal customers 
and other air travellers to expand to 
the state. And there is no better time 
to do that than this yuletide when a 
lot of Nigerians and foreigners will be 
accessing Akwa Ibom for one activity 
or the other.

SPDC reaches Ogoni communities with 
campaign against crude oil theft

L-R: Oscar N.Onyema, CEO, Nigeria Stock Exchange (NSE); Tope S. Aladenusi, president of Information 
Systems Audit & Control Association (ISACA) Lagos; Azubike Ahubelem, GRA director, ISACA Lagos; Fene 
Osakwe, secretary ISACA Lagos, and Funmi Odumuboni, education director ISACA Lagos during the courtesy 
visit ISACA team to Nigerian Stock Exchange.
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Anthony Okpanachi, deputy managing director, Ecobank Nigeria (m) in a warm hand shake with Yahaya 
Bello, Kogi State Governor (r), and Robert Ahidjo, Ecobank Team Lead, North and FCT (l) looks on when 
the management of the bank paid the governor a courtesy visit.

L-R: Lola Lawal, head,  wellness managed care, Total Health Trust Limited,  and Funke Aghedo, head wellness 
blue, Total Health Trust Limited,  administering basic health checks at the Keeping Hope Alive event in Lagos.

L-R Sunday Owoeye, head of ICT and operation; Adole Kenneth, head of sales , and Emmanuel Dibie, head 
of finance, all of Billionaire Bet,  during the unveiling of BillionaireBet.com to the Nigerian market  in Lagos.  
          Pic by Pius Okeosisi.  

IFEOMA OKEKE

In furtherance of its corporate 
social responsibilitycommit-
ment to promote better and 

sustainable living, Nigerian Bot-
tling Company Ltd (NBC), has 
donated relief items to residents 
of the Teachers’ Village Internally 
Displaced Persons (IDP) Camp 
in Maiduguri, Borno State.The 
handover of the relief materials 
took place within the IDP Camp 
premises recently and witnessed 
by a large turnout of the camp 
residents, community leaders and 
traditional rulers.

 Speaking at the formal hand-
over ceremony, Legal, Public Af-
fairs & Communication Director 
for NBC,  Sade Morgan, said, “The 
gesture is a combined initiative of 
NBC Management, NBC branch 
of the Food, Beverage & Tobacco 
Senior Staff Association (FOB-

TOB) and National Union of Food, 
Beverage, & Tobacco Employees 
(NUFBTE), together with personal 
contributions from individual 
employees of NBC.” 

“At NBC, one of our major 
aims is to continuously champion 
and drive investment in the well-
being of our host communities 
through intervention programs 
in the areas of skill acquisition for 
the youth, women empowerment 
initiatives, provision of sustainable 
water solutions to households and 

other environmental sustainability 
initiatives.”,  Morgan stated further.

 In response to the kind gesture 
from NBC and its Unions, the 
Borno State Coordinator, National 
Emergency Management Agency 
(NEMA),   Tijjani Abba, com-
mended the efforts of the Nigerian 
Bottling Company Ltd (NBC) in 
assisting the government in pro-
viding welfare materials to the 
IDP camp and also encouraged 
other well-meaning Nigerians to 
tow the same line.

NBC donates relief items to IDP camp in Borno

Air Peace launches Uyo route, assures 
travellers of hitch-free flights

Diamond bank launched 
its season 9 diamond xtra 
savings promo, after a suc-

cessful completion of the Season 
8 where over a thousand lucky 
winners were rewarded with cash 
prizes ranging from N500,000, 
N1 million and to star prizes of 
Hyundai SUV’s.

In this season, which will com-
mence by January 3, 2017, 13 
people stand a chance of winning 
over N1million, one person will 
win N2 million, and one lucky 
winner stands a chance to win 
salary for life every month for the 
next 20 years.

Robert Giles, head of retail 
banking Diamond Bank, said 

A campaign against crude 
oil theft mounted this 
year by The Shell Petro-

leum Development Company 
of Nigeria Ltd (SPDC) has high-
lighted the dangers of crude oil 
theft and sabotage of pipelines 
to more than 40 communities 
in the four local government 
areas in Ogoni land – Khana, 
Gokana, Tai and Eleme. “This 
public service campaign is a 
clarion call to people involved 
in crude theft in the Niger Delta, 

“Diamond xtra is a saving scheme 
that has been on-going for 8 years 
now; where people stand a chance 
to be millionaires every month. So 
far we have handed over N4 billion 
in the 8 seasons. Season 9, is going 
to be better and bigger and a total 
of 1055 customers of diamond 
savings xtra will be winners.”

“To be a partakers of this win-
nings, all you need to do is open 
a diamond savingts xtra account 
and fund it with N5,000 and for 
every N5,000 you get an entry into 
the price money and for custom-
ers with the diamond xtra, simply 
add more funds to stand a chance 
to win.”

 He further urged Nigerians to 
cultivate the habit of savings. Say-
ing that the account is not only for 

not only in Ogoni land, to stop 
destroying their land and heri-
tage through pipeline vandal-
ism,” said Osagie Okunbor, 
SPDC Managing Director and 
Country Chair, Shell Companies 
in Nigeria.

 SPDC has reached nearly 
150 community units in Ogoni 
land since it commenced the 
targeted campaign in 2014, in 
response to the UNEP Report on 
oil pollution in the area which 
recommended public sensiti-
sation on the environmental 
devastation from pipeline van-

winning, it is also an account for 
saving for the future.

Aisha Ahmed, manager, con-
sumer banking, Diamond bank, 
said at the event, “Our motive 
behind this scheme is to promote 
savings culture in Nigeria. We 
think it’s important for individu-
als, families, community to drive 
small business.

“Research says that countries 
that have high savings rate have a 
very robust economy. Such have 
enough money and funding to 
better the economy. Looking at 
the winnings from this promo, it 
has gone a long way in helping the 
society at large. We are doing this 
to promote savings, improve lives, 
as well as partnering with Nigeri-
ans to help make their life better.

dalism and illegal crude oil re-
fining. The grassroots campaign 
is implemented in partnership 
with officials of the Rivers State 
Government, the National Oil 
Spill Detection and Remedia-
tion Agency (NOSDRA) and 
community leaders who en-
gage chiefs and elders, youth 
and women groups as well as 
opinion and religious lead-
ers among many others. The 
programme involves open-air 
meetings which are preceded 
by publicity campaigns on the 
electronic media.

Diamond bank to reward 1055 customers 
in season 9 xtra savings scheme
CHINYERE OKEKE
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Outsourcing management accounting 
functions could boost SMEs productivity

What is Audeo 
all about?
T h e  S M E 
Champion 
& Co (trad-

ing as “Audeo”) is a multi-dis-
ciplinary professional services 
Firm that provides back-office 
and decision support ser-
vices to Startups, Small and 
Medium Scale Businesses in 
Nigeria. Using the information 
obtained through manage-
ment accounting, we are able 
to proffer initiatives to im-
prove efficiency, reduce costs 
and wastages, create capabili-
ties and optimize capacity to 
our clients.

What informed your deci-
sion to set up the Company?

I started my career as a 
telesales officer at a Small 
Business in Lagos when I 
graduated from University in 
2006. Although this business 
was well funded, it started 
to face significant difficulties 
that later led to its demise. I 
realized at the time that it was 
because the business lacked 
the right team to drive its 
success and delving further, it 
followed that most small busi-
ness that didn’t grow past the 
3rd or 5th year failed because 
of this. And so I developed 
a keen interest in creating a 
simple solution to solve SME 
problems that was scalable 
and at price points that the 
businesses could meet at 
every stage in their life-cycle. 
That was the idea that I would 
later give the name Audeo 
(latin for “Venture”).

What services are ren-
dered by the company?

Following our conviction 
that Management Accounting 
lies at the core of improved 
business performance, Audeo 
provides Accounting and 
Business Performance Ser-
vices ranging from basic 
book-keeping and month-
end reporting to more robust 
and complex management 

COMPANIES & MARKETS
BUSINESS  DAYWednesday 28 December C002D5556 15

Abimbola Bamigboye

accounting and monitoring. 
Using amazing technology, 
we provide bespoke account-
ing services to Small and Me-
dium scale enterprises span-
ning across all sectors of the 
economy to deliver financial 
statements that provide use-
ful, relevant information in a 
simplified, consistent, cost-
effective way.

To Companies that have 
achieved scale, we offer our 
Pro Services to meet their 
more sophisticated require-
ments. We assess gaps in their 
Accounting and Internal Con-
trols and help to bridge that 
gap on a continuing basis.

We offer a variety of book-
keeping and accounting pack-
ages to our clients which af-
fords them the flexibility to 
choose only what is relevant 
for their business. Our report-
ing framework ensures that 
our clients and other users of 

financial information such as 
banks and investors, receive 
the information they need 
without unnecessary disclo-
sures that increase the time 
and expense of preparation

Our weekly activity reports, 
month - end statements and 
quarterly business perfor-
mance reviews help our cli-
ents to confirm their assess-
ments of performance and 
affords them the opportunity 
to access high-level business 
performance improvement 
initiatives. Our monthly and 
quarterly business perfor-
mance reports are detailed 
and insightful, incorporating 
traditional profit and loss, 
abridged financial position 
and cash flow statements 
with more analytical reporting 
methods such as trend analy-
sis, variance analysis and re-
source consumption costing.

We also offer our tax and 

compliance services as add-
ons to Accounting Services 
packages or as stand-alone en-
gagements on a retainer basis. 
Our Tax services are typically 
agency services where we offer 
professional assistance with 
registrations with Federal and 
State Internal Revenue Servic-
es as well as Tax Computation 
and Filing Services.

How would you describe 
your difference from com-
petition?

There are 2 things that stand 
at our core

The first is our people and 
our commitment to com-
petence. Our team is made 
up of vibrant cross industry 
professionals who are pas-
sionate about helping small 
businesses succeed. Our for-
mal training paths that span 
a period of 6 years are based 
on the Chartered Global Man-
agement Accountant (CGMA) 
designation, the Chartered 
Institute of Taxation of Nige-
ria (CITN) certification and 
the International Association 
for Six Sigma Certification. 
These ensure that we are con-
stantly building exceptional 
capabilities within our people, 
enabling us to be able to meet 
the needs of our clients at ev-
ery point along the business 
lifecycle.

The second is our culture 
of innovation, creativity, care 
and competence which con-
sistently permeates through to 
how we serve our clients.

You have a service called 
the Audeo Mall Accountant, 
what is it all about?

Audeo Mall Accountant is a 
new category for Accounting 
Services designed and devel-
oped by Audeo that allows 
us to be closer to our clients 
so that we can provide more 
focused services to them. The 
point is to provide accounting, 
tax, and performance services 
to businesses situated inside 
shopping malls. Essentially, 

those that are typically not 
owner managed and don’t 
have accountants or keep 
their books and following that, 
are not able to make more 
informed business decisions 
or get in trouble with revenue 
for tax.

By “placing accountant 
within the mall”, those busi-
nesses have access to profes-
sional services at a fraction 
of the cost not to mention the 
assurance that their books 
are well kept, that they have 
access to performance initia-
tives, informed analyses and 
reporting for decision making. 
Businesses will be educated 
and encouraged to be compli-
ant as required not to mention 
all the experience, knowledge, 
technical knowhow and most 
importantly care that comes 
from a business being “loved 
by Audeo”.

On the average, what 
would it cost a business to 
sign up for your services?

Our services are priced 
based on a number of factors; 
the age of the business, its size 
and requirement in terms of 
skill, expertise and level of 
work to be done. All our cli-
ents get a team comprising 
a Bookkeeper/Management 
Accountant, a Tax Practitioner 
and an Analyst. However, all 
our clients would agree that 
our professional fees are lower 
than the cost of hiring a full-
time Accountant and that the 
value added by our training 
means you wouldn’t have to 
do it yourself.

Based on this, in your own 
estimation, what will make it 
a better decision for a busi-
ness to choose Audeo?

You get a multi-disciplinary 
team of experienced, profes-
sionally trained individuals 
who are passionate about 
small businesses for a frac-
tion of the cost of retaining an 
in-house team full time, yet 
delivering better results.

Abimbola Bamigboye, Founder/Principal, The SME Champion & Co which runs the Audeo brand, a 
multi-disciplinary professional services firm, in this interview with Caleb Ojewale, speaks about the 
importance of effective management accounting functions in enabling businesses (especially SMEs) 
monitor finances, manage it, plan adequately, and avoid running into problems with the law.
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G
o o d  m o n e y 
management 
i s  a  v i r t u e 
e v e r y  c h i l d 
needs to learn. 

Everything is going online; 
the virtual market place 
is fast transforming and 
to some extent reducing 
people’s appetite for the 
physical market. 

Early in the year, the Na-
tional Bureau of Statistics 
(NBS) revealed that the vol-
ume of online transactions 
increased significantly. The 
volume of internet trans-
actions rose 34.6 percent 
to 3.5 million in the third 
quarter (Q3) of 2016 from 
2.6 million in Q2. Value rose 
to N0.30 trillion in Q3 from 
N0.26 trillion. 

Although the NBS did 
not say anything about the 
age demography of the peo-

possible. Delaying to buy 
a product is a good way to 
avoid impulsive buying.

Since they are going to 
paying for purchases online, 
you need to make them 
aware of online security. If 
you are going to be paying 
the bills, ensure they know 
to ask for permission before 
using your card. You can 
also consider a single use 
credit card being offered by 
some Nigerian banks. You 
can set a spending limit 
which essentially allows 
you to give your child a 
fixed amount for online 
shopping. 

All said and done, teach 
the child to safeguard their 
wallets when in public plac-
es. They should not shop on 
computers used by the pub-
lic, like in a cybercafé. If you 
make purchases from your 
phone, use your data plan 
instead of WiFi. And always 
log out of your account after 
completing a purchase.

ple spending the money, be 
rest assured that the demog-
raphy will include teenagers 
and young adults. Accord-
ing to a recent Ofcom’s Me-
dia Use and Attitudes 2015 
report, young people aged 
between 16 and 24 spend 
more than 27 hours a week 
on the internet. It is fuelled 
by increasing use of tablets 
and smartphones. 

Nowadays, most par-
ents are more comfortable 
allowing their teenagers 
to use smartphones and 
tablets partly because of 
the educational benefits 
they will derive. The Of-
com’s report notes that 
activities such as watching 
video clips online, playing 
games, instant messaging 
and social media are the 
major drivers of growth 
in mobile internet use. A 
study from Piper Jaffrey, 
an asset management firm, 
found that teens increas-
ingly prefer to shop online 

Teaching teens spending habits while online
rather than at the local 
mall. 

As a marketing strat-
egy, many companies have 
devised various adver-
tisement campaigns to 
gain advantage of grow-
ing e-commerce appe-
tite from young people. A 
teenager can pay for any-
thing from stream videos 
games, shows and movies 
to ordering fashion acces-
sories, gadgets; food etc, all 
he or she needs is access 
to money in an account 
somewhere. Social media 
is a major influence on 
what the average teenager 
decides to buy online. 

One major spending 
habit majority of the teen-
agers have in common is 
that they are brand con-
scious but not necessarily 
brand loyal. Peer approval 
of purchases is very impor-
tant, especially to girls. The 
Piper Jaffray report noted 
that friends had the most in-

fluence over teen purchase 
decisions and about 50 
percent of both males and 
females said social media 
influenced them. 

Depending on the ar-
rangement you have in the 
family, it could be free ac-
cess or limited access but 
the major headache will 
be to monitor what he or 
she buys while online. It 
is important; you have an 
idea of the spending deci-
sions they have to make 
when online. Regardless of 
where the money is spent, 
a teenager should be taught 
to ask some basic questions, 
like ‘What can I afford?’

A rudimentary grasp of 
budgets will go a long way 
to set them on the path to 
better money management 
while online or elsewhere. 
The teenager should be 
able to figure out what their 
sources of income are; like 
allowance, a part-time job, 
gifts, handouts from rela-

tives. Second talk about 
what that money can buy. 
To achieve this show them 
the difference between 
needs and wants. Needs 
are things that are truly 
essential while wants are 
things that are nice but not 
necessary. 

The next thing to do is 
to guide them to set out 
money for the needs - es-
sential everyday expenses 
and what they are setting 
aside for short-term goals 
like a concert, a video game 
etc. The long term goals 
may include a car, college 
fund etc. 

Some parents are un-
comfortable knowing their 
teenagers are engaging the 
e-commerce market. Rather 
than bar them from buying 
online, encourage them to 
download personal finance 
apps that enables them 
keep tabs on their spend-
ing habits. Teach them to 
hold out for sales whenever 
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B
y now the 
banking indus-
try operators 
should be bid-
ding farewell to 

the year ending 2016 with 
its attendant challenges 
while looking forward to a 
better operating environ-
ment in the incoming year 
2017.

Indeed the year 2016 
financial year has been a 
challenging year for both 
the Nigerian economy and 
the banking industry spe-
cifically.  The year com-
menced with a persistent 
fuel scarcity across the 
country. The impact on 
business was further wors-
ened by a grossly inad-
equate foreign exchange 
supply for imports of nec-
essary inputs and machin-
ery. Inflation also took its 
toll on business; moving 
up to an all-time high of 
18.3 percent leading to a 

roeconomic challenges 
persisted, the banking 
industry adopted various 
strategies to remain afloat.

Consequently, some 
of the banks cut their staff 
salaries and other emolu-
ments, downsized their 
workforce and place the 
surviving staff on a target, 
and above all engaged in 

deposit mobilisation.
However, the challeng-

es of 2016 offer huge bank-
ing opportunities which 
the banks can take advan-
tage of by developing more 
constructive strategies to 
increase their share of the 
non-oil sector in their loan 
portfolios.

Tunde Mabawonku, 
Chief Financial Officer, 
Wema Bank plc, Taiwo 
Oyedele, PwC head of Tax 
and regulatory services 
West Africa Tax Leader, 
and Olutola Oni, analyst at 
WSTC Financial Services, 
all agree that things will 
pick up from the second 
quarter of 2017.

Mabawonku said banks 
will need to be more crea-
tive and innovative as they 
respond to the expected 
vagaries and volatilities in 
2017.

Oni expects the pres-
sure on capital ratios and 
the need to raise capital 
in order to create buffers 
to macro headwinds to 
continue in the industry in 
2017.

How banks survived 2016
noticeable weakened pur-
chasing power of consum-
ers and a significant reduc-
tion in retail volumes in the 
economy.

Banking sector in 2016 
was faced with challenges 
emanating from foreign 
exchange income, foreign 
exchange-driven loan 
book growth, deteriora-
tion in asset quality due 
to foreign exchange de-
preciation and flagging 
operating environment, 
and downward pressure 
on capital ratios.

There were times the 
banking public was over-
whelmed with anxiety over 
rumours of failing banks 
but the Apex bank inter-
vened to restore confi-
dence in the sector. This 
was as the CBN constantly 
declared that banks were 
safe and sound and that no 
Nigerian bank was in dis-
tress.

One of the visible events 
of 2016 was the reconstitu-
tion of the board and man-
agement of Skye bank plc 
by the Central Bank of Ni-

As part of its finan-
cial service offer-
ing and to boost 
customer service 

delivery and user experi-
ence, Stanbic IBTC recently 
introduced a new mobile 
app into the market.

With  emphasis  on 
seamless user experience, 
aesthetics and conveni-
ence , the new Stanbic IBTC 
Mobile App promises to be  
‘best-in-class’ in mobile fi-
nancial service delivery .

The app was officially 
released into the market on 
the 29th of November and 
is currently available for 
download on the Android 
Play Store and Apple App 
Store.

Sola David-Borha, chief 
executive, Stanbic IBTC 
Holdings PLC, said that the 
launch of the app is in line 
with Stanbic IBTC’s value 
proposition to provide end-
to-end financial services 
and solutions to its cus-
tomers. She added that the 
launch of the mobile appli-
cation is based on “our in-
novative customer centric 
focus,” noting that the “app 
was co-created with our cus-
tomers.”

“We are continuously 
looking for ways to bring new 
and innovative products and 
services to our customers. 
The need to have access to 
financial services, when and 
where our customers want it 

Bringing innovative product to Stanbic IBTC customers 

geria (CBN).
While addressing the 

media in July 2016, God-
win Emefiele, governor of 
CBN said proactive moves 
had become unavoidable 
in view of the persistent 
failure of Skye Bank PLC 
to meet minimum thresh-
olds in critical pruden-
tial and adequacy ratios, 

which had culminated 
in the bank’s permanent 
presence at the CBN lend-
ing window. In particular, 
Skye Bank’s liquidity and 
non-performing loan ra-
tios had been below and 
above the required thresh-
olds, respectively, for quite 
a while.

However, as the mac-

cannot be overemphasized. 
So we have now given them 
a new service that meets 
that demand. Our services 
will continue to evolve to 
anticipate their changing 
needs,” she stated.

The Stanbic IBTC Mo-
bile App offers banking, as-
set management, pension 
and mobile money services 
right from your mobile de-
vice. “Our customers can 
see their bank accounts, 
mobile wallet, pension and 
mutual fund investments 
in one place, rendered in a 
beautifully-crafted visual 
design that gives them total 
control of their money and 
investments,” David-Borha 
said.

Apart from being fast 
and dependable, the new 
app is feature-rich, with 
capacity to conduct funds 
transfer, bills payment, air-
time purchase, cheque ser-
vices, mobile money and 
lifestyle services. Its other 
features, unavailable in 
most other banking apps, 
include monitoring pen-
sion accounts, checking 
mutual funds account, re-
deeming and making addi-
tional investments in mutu-
al funds. “We will continue 
to add new features to meet 
our customers’ needs,” Da-
vid-Borha said.

Another key feature of 
the app is that it’s easy to 
login and navigate. The 

app is free and available 
for download to both cus-
tomers and non-customers 
of the bank. David-Borha 
describes this move as an-
other step towards leverag-
ing evolving technologies to 
bring value-added products 
and services closer to Nige-
rians, in line with Stanbic 
IBTC’s drive to enhance fi-
nancial inclusion in Nigeria.

Key enhancements to the 
app in the coming months 
will include the monitoring 
of the value of stocks and 
authorizing stock purchase 
and sales.

Stanbic IBTC Holdings 
PLC is a full service financial 
services group with a clear 
focus on three main busi-

ness pillars - corporate and 
investment banking, per-
sonal and business banking 
and wealth management. 
Stanbic IBTC belongs to 
the Standard Bank Group, 
the largest African finan-
cial institution by assets. 
It is rooted in Africa with 
strategic representation in 
20 countries on the African 
continent. Standard Bank 
is focused on building first-
class, on-the-ground finan-
cial services institutions in 
chosen countries in Africa; 
and connecting selected 
emerging markets to Africa 
by applying sector exper-
tise, particularly in natural 
resources, power and infra-
structure.
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BEPS project wants Coys to develop 
globally consistent tax strategies

T
he E&Y second 
r e p o r t  “ 2 0 1 6 
Transfer Pricing 
(TP) Series” now 
makes it clear 

that companies must be cer-
tain their tax strategies and 
transfer pricing policies are 
well-documented, globally 
consistent and ready for un-
precedented scrutiny by tax 
authorities in almost every 
country of both significant 
and insignificant operation.

The Base Erosion and 
Profit Shifting (BEPS) pro-
ject of the Organisation for 
Economic Co-operation and 
Development (OECD) is a 
transformational wave that 
is only now breaking across 
the community of global 
corporate taxpayers.

The 2016 survey offers an 
early glimpse into the reac-
tions and relative prepared-
ness of the global taxpaying 
community. Governments 
worldwide are moving at dif-
ferent speeds to implement 
the recommendations, often 
with different legislative 

interpretations.
They are also striking 

different enforcement pos-
tures, contributing to a 
riskier environment for tax 
in general and for transfer 
pricing in particular.

“There was a lot of anxi-
ety about what a post-BEPS 
world would look like a cou-
ple of years ago,” says Peter 
Griffin, EY Global Transfer 
Pricing Leader.

“Now that anxiety has 

IHEANYI NWACHUKWU

Tax Digest

been replaced by uncer-
tainty about what to do next, 
The survey shows that trans-
fer pricing professionals are 
scrambling to meet new 
standards and bracing for 
more conflict, particularly in 
areas like permanent estab-
lishments and the transfer 
pricing around intangibles.”

BEPS Action 13 requires 
that companies stand ready 
to provide host governments 
with contemporaneous doc-

19

umentation of their transfer 
pricing policies in a differ-
ent format and with great-
er depth in certain areas 
compared with prior OECD 
and local country guidance. 
This includes details of their 
global operations and taxa-
tion.

A substantial majority of 
companies not only fail to 
maintain contemporane-
ous documentation for all 
transactions but also have 

yet to align most documen-
tation with BEPS principles. 
Specifically, only 17 percent 
of executives say their docu-
mentation is BEPS-aligned.

The rest (83%) say such 
record-keeping is either not 
at all BEPS-aligned (16%) or 
is BEPS-aligned only in the 
case of key transactions or 
key territories (67%).

As for Action 13’s man-
dated country-by-country 
reporting (CbCR), again, 
most companies appear to 
have made far less progress 
than might be prudent. Two-
thirds either are still in the 
initial modeling phase or, 
worse, have taken no steps 
at all. Only one-third of com-
panies say they have key 
transition actions underway.  
BEPS-driven consequences 
and pressures are also wind-
ing their way through the tax 
controversy landscape.

Indeed, amid so much 
change and with so much 
more information in the 
hands of tax authorities, sur-
vey respondents are poised 
for an era of heightened 
controversy across multiple 

defined areas, especially in 
emerging markets where 
they have not encountered 
it previously.

The largest increase in 
transfer pricing controversy 
is expected to center on is-
sues of permanent establish-
ment (PE), the key focus of 
BEPS Action 7. Essentially, 
Action 7 substantially lowers 
the threshold under which 
a host nation can declare 
a corporate presence a PE 
that’s subject to income 
tax. Three years prior, only 
27% cited PE as a significant 
driver of controversy. But 
going forward over the next 
two years, the figure climbs 
to 44%.

A key focus of BEPS Ac-
tion 8 is to require greater 
substance behind the cross-
border charges of royalties 
and for other intangibles. 
In this area, while 32% of 
executives said that transfer 
pricing of intangible prop-
erty had been a source of 
significant concern over the 
past three years, the per-
centage surges to 49% going 
forward.
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… Rewrites the book on Transfer Pricing

KAREN LYNCH

Tax departments are 
caught in the mid-
dle as innovation and 
technology create 

new markets and alter how 
businesses and governments 
function.

Disruptive innovation is 
cutting a wide swath across in-
dustries and around the world. 
Its impact is felt again and 
again: as a ride-sharing service 
completes its 2 billionth trip; 
as tax officials start targeting 
their audits via social media; 
as a venture capital firm gives 
artificial intelligence (AI) a 
seat on its board of directors.

Innovative disruption is 
creating entirely new markets 
and fundamentally changing 
the way the world works.

 “Technology is enabling 
tax authorities to become 
more efficient and robust at 
assessing and collecting tax, 
and technology can also help 
companies get ready for that”, 
Channing Flynn, Global Tech-
nology Industry Tax Leader, 
EY.  For a decade, the rally-
ing cry of the global digital 
economy has been to disrupt 
or be disrupted.

Within another decade, no 

Disruption puts corporate tax on an uncertain path
industry may look the same. It 
is no wonder that tax depart-
ments find themselves in the 
path of disruption as well. 
The three biggest disruptors 
they face are:  Speed to global 
market, Digital authority, and 
Smart tax.

 ‘A more complete tax sys-
tem’

Tax teams must keep up 
with their own organization’s 
rapidly digitalizing, globalizing 
business lines and operations. 
At the same time, they face 
myriad governments digital-
izing their tax administrations 
and updating tax policy for a 
virtualizing, borderless busi-
ness world.

 “In the near term, we will 
see an increase in tax contro-
versy — and even an uptick in 
the incidence of double taxa-
tion,” says Jay Nibbe, EY Global 
Vice Chair Tax in London. “But 
ultimately, we should arrive at 
a more complete tax system 
where technology helps im-
prove compliance.”

That’s where digitally ad-
vanced smart tax comes into 
play as the third disruptor, 
automating the collection and 
ever-deeper analysis of mas-
sive amounts of data.

“The tax function is mov-
ing to a just-in-time mode of 

operations,” says Channing 
Flynn, EY Global Technol-
ogy Industry Tax Leader in 
San Jose, California. “Tax is 
awfully inefficient today, but 
as this all settles out over the 
next 10 years, we should end 
up with a much shortened tax 
timeline, greater clarity and 
less controversy.”

Innovation, the digitaliza-
tion of business models and 
hypercompetitive global mar-
kets are propelling business at 
unprecedented speed.

A good idea, digitalized, 
can be globalized seemingly 

overnight, spread via network 
effects and enhanced with 
unending improvements.

Sa n  F ra n c i s c o - b a s e d 
Airbnb went from start-up 
eight years ago to serving 
over 100 million guests in 192 
countries today, while also 
helping to define a new shar-
ing economy business model 
that is being replicated across 
industries worldwide.

And Airbnb continues to 
innovate and expand from 
room sharing for the average 
traveler to providing business 

accommodations, travel ad-
vice, and various booking and 
business management tools 
for Airbnb hosts.

Sharing economy busi-
nesses, FinTech start-ups such 
as online lenders and autotech 
innovators with driverless cars 
are among the disruptors that 
are not only moving fast and 
wide but also upending old 
ways of doing things through 
the use of digital technology.

 
To compete, established 

businesses are compelled to 

innovate — and fast — to the 
point where continuous in-
novation has become a stated 
priority in many a corporate 
strategy.

In turn, innovation chal-
lenges corporate tax depart-
ments to keep up with border-
less, cloud-based transactions 
and their indirect taxation, or 
with globally commercialized 
intellectual property (IP) and 
its implications for indirect 
taxation.

For example, when it 
comes to value-added taxes/
goods and services taxes (VAT/
GST), the supply chain is be-
coming longer, more complex 
and subject to ever-changing 
rates across multiple borders.

High-stakes disruption
Income tax questions also 

arise, such as this common 
riddle: where is taxable value 
being created during a confer-
ence call among various off-
shore software development 
centers, the marketing depart-
ment in the target market and 
a C-level decision-maker on 
another continent?

With the prospect of even 
more disruptive technologies 
and digital business models 
on the horizon, there’s a lot 
at stake.

   ...Culled from E&Y



F
ederal Govern-
ment’s proposed 
new Municipal 
Pool expected to 
boost local insur-

er’s capacity for big ticket 
risks in 2017 expected to 
impact developments in 
the market in the New Year. 
This is part of the Finance 
Minister, Kemi Adeosun’s 
plan to rejuvenate the 
insurance sector for en-
hanced contribution to the 
economy.

Also the Risk Based 
Supervision (RBS), a new 
policy of the National In-
surance Commission (NA-
ICOM) that seeks to bring 
an end to common capital 
regime in the insurance in-
dustry, when implemented 
will further strengthen in-
dustry capacity for special-
ization.

The expectation is 
hinged on the believe that 
the policies would result in 
industry wide consolida-
tion, where capital raising 
as well as human capital 
development would occu-
py companies key strategy 
in the new year.

Nigeria has a popula-
tion of about 177 million; 
2.47 percent population 
growth rate; 70 percent la-
bour force engaged in agri 
and small businesses, with 
insurance penetration still 
less than one percent in-
dicating a huge untapped 
market.

According to analysts, 
increased capacity will en-
hance industry retention 
of large risks, support local 
content development and 
save the country of foreign 
exchange outflows, result-
ing from shortage of local 
capacity to domesticate the 
risks emanating from the 
market.

Consequently, ahead 
the implementation date 

FG Municipal Pool to boost insurer’s 
capacity for big ticket risks in 2017
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line for the RBS by the 
National Insurance Com-
mission (NAICOM), some 
firms were already consult-
ing on how to step up their 
capital structure to be able 
to take advantage of growth 
opportunities expected in 
the sector.

RBS is a policy that re-
quires insurance compa-
nies to match the risks they 
carry with their level of 
capital.

Benson Uwheru, senior 
manager, Advisory, Ernst & 
Young (EY) had said a ma-
jor challenge facing the in-
surance industry in Nigeria 
is lack of capacity to under-
write big risks, pointing that 
RBS will help strengthen 
capacity of  the industry.

“Don’t forget that most 
of the insurance businesses 
are reinsured abroad, so, in 
terms of capacity and size, 
it is still low.

Uwheru said capital 
injection is important to 
underwrite big ticket trans-
actions and also provide a 
platform that support local 
players, instead of moving 
big insurance transactions 
outside the country.

Mohammed Kari, com-
missioner for Insurance 
and CEO of NAICOM who 
underscored the need for 
bigger capacity to explore 
the industry potential had 
said the Nigerian insurance 
industry does not have the 
appropriate capacity to 
retain the size of risk ema-
nating from Nigeria. So, 
majority of the extras are 
taken abroad on reinsur-
ance basis.”

Kari noted that some 
agencies like the Nigerian 
National Petroleum Cor-
poration (NNPC) could ac-
cess only 15 to 20 percent 
of its insurance from the 
domestic market, while the 
rest are reinsured abroad, 
pointing out that the local 
capacity would increase 
with the new efforts of the 
Commission.

“You remember what 
happened in the banking 
sector. After their recapi-
talization, they came out 
stronger and they were 
able to operate in other 
countries. So, we want our 
insurance companies to be 
ready to take up that kind of 
challenge, not just locally 
but also internationally.”

Sujay Shah, Insurance 
and Actuarial Advisory 
Services, East and Central 

Guinea gets approval for its 2015 accounts

Africa EY had also said con-
solidation in the market is 
necessary to build confi-
dence among consumers, 
retain large risks, as pres-
ence of financially weak 
carries erodes trust, espe-
cially if they are unable to 
pay valid claims.

He further noted that 
having capital framework 
or strategy and monitoring 
its progress is a prerequisite 
for profitable growth, while 

urging operators to be pro-
active ahead regulations.

Presently, insurance 
Companies doing general 
business have as statutory 
capital of N3 billion while 
life companies have N2 bil-
lion, whereas Composite 
firms, that is, those doing 
both general and life have 
statutory capital of N5 bil-
lion. Reinsurance compa-
nies in the other hand have 
statutory capital base of 

N10 billion. 
The plan for RBS in the 

Nigerian market actually 
started in July 2012, when 
NAICOM introduced Risk 
Management Framework 
Guidelines for identifying, 
measuring, monitoring 
and limiting the risk in-
volved in the business for 
insurance and reinsurance 
companies.

The draft guidelines 
which has been exposed to 
insurers expected to come 
into effect by second quar-
ter 2017.

The guidelines also laid 
down the processes for re-
viewing risk, identifying 
and prioritizing risk, and 
corporate governance is-
sues, among others. The 
guidelines is primed to fa-
cilitate risk based approach 
and regime in the industry 
to ensure performance 
and effectiveness in its Risk 
Based Supervision and Risk 
Based Capital Approach.

The risk based regula-
tion approach was more fo-
cused on setting standard 
and shifting the responsi-
bility of deciding the risk 
appetite of the operator to 
the Board and Manage-
ment of each company.

Un d e r w r i t i n g 
firm, Guinea In-
surance Plc is set 
to host the 58th 

edition of the company’s 
Annual General Meeting 
(AGM) following the ap-
proval of its Annual Finan-
cial Reports and Accounts 

are determined to build ca-
pacity, explore opportuni-
ties within the industry and 
strategically set our internal 
processes on the path of re-
turning to profitability.”

 The company further 
reassured all stakeholders 
that the newly appointed 

crop of eminent Nigeri-
ans and professionals as 
members of the Board of 
Directors have set a growth 
agenda which is aimed at 
positioning the insurance 
company for growth and 
value creation for all stake-
holders.

…as firms prepare for RBS

Mohammed Kari, commissioner for insurance Kemi Adeosun, finance minister

for year 2015 as contained 
in a letter by the  National 
Insurance Commission 
(NAICOM) dated 19th 
December 2016 and cap-
tioned “Approval for Pub-
lication of Year 2015 Audit-
ed Financial Statements.”

 This development is 

coming on the heels of 
widespread speculations 
about the future and sta-
bility of the Company. 
Meanwhile, the company 
in a statement “we are alive 
to our responsibilities of 
consolidating and strategi-
cally growing market share 

through decisive long-term 
investments and customer 
engagement initiatives. In 
spite of the daunting chal-
lenges in the operating 
environment, we have re-
mained focused and true to 
our ideals of becoming an 
insurer of first choice. We 

20 Wednesday 28 December 2016BUSINESS  DAY C002D5556



???????????

1A, Tiamiyu Savage Street, Victoria Island, Lagos State.
Tel: 01-4613753, 2713680, 2713954
Fax: 01-2713955
Email: info@diamondpfc.com
Website: www.diamondpfc.com

Diamond Pension Fund Custodian Limited
RC634453

Chinelo Anohu-Amazu, DG, PenCom

CPS key to managing states 
salary, pension burdens

of the numerous benefits of the 
Scheme while avoiding huge fu-
ture pension liabilities.”

“In our quest to assist the 
States in guided implementa-
tion, PenCom has established 
functional offices in the six geo-
political zones including Awka 
for the South-East Zone. These 
offices have been equipped to 
provide the required technical 
assistance to States and Local 
Governments in their efforts to 
adopt and implement the CPS.”

Speaking on developments 
in pension reform, Anohu-
Amazu stated that PRA 2004 
which was enacted 10 years ago 
to govern the Nigerian pension 
industry, has after a compre-
hensive review of its imple-
mentation been repealed and 

replaced by PRA 2014.
“The PRA 2014 introduced 

certain reforms such as the up-
ward review of the minimum 
rate of pension contribution 
and the sanctions and penalties 
against infractions of the provi-
sions of the Act. Furthermore, 
it introduced a provision that 
allows contributors seeking to 
own their primary homes, to 
apply part of their Retirement 
Savings Account balances as 
equity contribution for resi-
dential mortgage, subject to the 
guidelines issued by the Com-
mission.” The process of issu-
ing these guidelines is already 
at advanced stages and it is 
our expectation that as soon as 
implemented, this would facili-
tate access to home ownership 
by pension contributors while 
bridging the housing deficit in 
Nigeria, the DG promised.

“The PRA 2014 Act has also 
made provisions for volun-
tary participation in the CPS, 
thereby paving the way for the 
coverage of the Informal Sec-
tor through the Micro Pensions 
initiative. Already, the Commis-
sion has commenced a series of 
activities intended to kick start 
this initiative which focuses on 
the underserved segments of 
the Nigerian workers. PenCom 
is partnering with organized 
labour and well established 
trade groups in that regard. It is 
noteworthy that the PRA 2014 
has also addressed other issues 
aimed at ensuring the sustain-
ability of the CPS. These include 
establishment of the Pension 
Protection Fund and Minimum 
Pension Guarantee.”

“It is also pertinent to note 
that the Pension Reform Act 
2014 re-enacted the fundamen-
tal provisions of the repealed 
PRA 2004, which include inter 
alia, the establishment of the 
Contributory Pension Scheme, 
uniform standards for pension 
administration as well as the 
National Pension Commission 
as the sole regulator and super-
visor of pension matters in Ni-
geria”

A 
recent report con-
firmed by govern-
ment says that out 
of the 36 states of 
the federation, 33 

are unable to pay salaries regu-
larly. What this means is that 
such states will continue to be 
in huge debts to meet wage 
bill, and most importantly pen-
sions. This is bound to continue 
unless such states decide today 
to move away from old order 
by embracing the Contribu-
tory Pension Scheme (CPS) and 
funding it.

One of the states in the 
South-East had recently com-
pelled hungry pensioners 
who have not been paid in 
the last 12 months to sign an 
undertaken for a pay-off.  The 
pensioners who are helpless 
were made to accept 40 per-
cent of their total pension ar-
rears owed them by the state 
government, with an under-
taking that they will not make 
any other claim on the ar-
rears. They signed so that they 
will not die of hunger. And 
the reason for the action as 
given by the state is that this 
is a response to the current 
economic situation facing the 
country. Many have said that 
this is an inhuman treatment 
and raising all kinds of curses. 
But the situation is not going 
to change if nothing is done 
today by affected states to 
protect the future, by embrac-
ing the Contributory Pension 
Scheme and funding it. Fund-
ing, critical!

The inability therefore, of 
these states to pay workers 
monthly salaries, which have 
become more critical in the 
last one year following the cur-
rent economic hardship in the 
country, area strong warning 
that States and Local Govern-
ments that fail to plan for their 
workers’ pensions now would 
run into more troubles in the 
shortest possible time.

The situation is more criti-
cal when States would have to 
take loans and bailouts to pay 

salaries amidst falling inter-
nally generated revenues (IGR), 
resulting to total abandonment 
of capital projects.

Analysts have said that states 
more than ever before must key 
into the Contributory Pension 
Scheme (CPS) to save present 
and coming governments the 
burden of meeting pension ob-
ligations to retiring workers.

Recent developments with 
regard to inadequate finances 
affecting most states of the 
federation is a pointer to the 
urgent need for states to adopt 
the CPS, says the director-gen-
eral (PenCom), ChineloAno-
hu-Amazu.

She stated that prior to the 
enactment of the PRA 2014, 
several states in the Federation, 

had adopted the CPS and was 
at various stages of implemen-
tation. However, the scorecard 
for the South-East Zone has 
not been encouraging since no 
state has attained full imple-
mentation status, she noted.

“The PRA 2014 has enhanced 
States and Local Government 
participation in the CPS by ex-
pressly prescribing the cover-
age of employees of States and 
Local Governments, in addition 
to the Federal Public service 
and private sector.”

“I would therefore like to pas-
sionately appeal to all the States 
and Local Governments in the 
South-East Zone that are yet to 
adopt or implement the CPS to 
quickly embark on doing so in 
order to avail their employees 

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
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Modestus AnAesoronye

NAICOM moves to protect local 
insurers on offshore risk placements

D
etermined to 
ensure de-
velopment of 
local capacity 
and compli-

ance on national content 
development, industry 
regulator, the National In-
surance Commission 
(NAICOM) has issued a di-
rective requiring operators 
to get its approval before 
any placement of risk off-
shore.

 In this vein, the Com-
mission states that all in-
surance institutions are 
required to ensure that 
Nigerian Insurers, Rein-
surers and Pools (in the 
Commission’s records) 
must be offered and al-
lowed to willingly decide 
the proportion of the risk 
they wish to accept (sub-
ject to their respective ca-
pacities), before any ap-
plication for approval for 
offshore placement of the 
excess.

“All recognized rein-
surance treaties/arrange-
ments and additional ca-
pacities offered by Local 
Reinsurers/Pools must be 
fully utilized before excess 
consideration for offshore 
placements; and all off-
the-system or informal 
directives to coinsurers, 

local reinsurers and pools 
to accept lower than their 
desired available capaci-
ties are hereby prohibited.”

Please ensure strict 
compliance as we would 
not tolerate any breach of 
these directives. Failure to 
do so will henceforth result 
in the imposition of appro-
priate regulatory actions as 
well as declinature/ rejec-
tion of such requests, the 
Commission.

NAICOM in circular is-
sued to all insurance op-
erators in the country with 
the theme “Utilization of 
In-Country Capacities of 
Nigerian Insurers, Rein-
surers and Pools Prior to 
Foreign Facultative Rein-
surance” reads:

“The attention of the 
Commission has been 
drawn to recent practices 
in which insurance prac-
titioners fail, neglect or re-
fuse to consider and fully 
utilize relevant in-country 
capacities of insurance/
reinsurance institutions 
such as pools, reinsurers 
and other approved local/
recognized insurance ca-
pacities, prior to applying 
for approval to cede cer-
tain proportion of some 
risks offshore. In some 
situations where the pools, 
insurers or reinsurers are 
offered participation, the 

institutions are offered 
minimal proportion below 
their capacity or informal-
ly restricted and/or com-
pelled to accept lower than 
their respective capacities 
for the purpose of justify-
ing cession of the risks off-
shore.”

Additionally, the Com-
mission has observed that 
some Insurance Institu-
tions have inappropriately 
arrogated to themselves 
the authority to unilater-
ally exclude some insurers 
over alleged outstanding 
claims. It has therefore 
become imperative to re-
mind all insurance institu-
tions that they are required 
to report any alleged non-
settlement of claims to 
the statutory grievance/
complaint redress mecha-
nisms (the Commission’s 
Complaint Bureau) for 
appropriate action prior 
to determination of their 
participation as contained 
in the circular entered on 
13th January 2015.

Please ensure strict 
compliance as we would 
not tolerate any breach of 
these directives. Failure to 
do so will henceforth result 
in the imposition of appro-
priate regulatory actions as 
well as declinature/ rejec-
tion of such requests, the 
Commission stated.

…warns against non-compliance

Aliyu Dikko, chairman, Premium Pensions Limited giving award to Faith Abuhulimen Oahimijie, of 
the Legal Department on the occasion of 10-years Meritorious Service Award by Premium Pensions 
Limited.
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Get job loss insurance as you plan your 2017

The economic situ-
ation is becom-
ing tougher by the 
day, and organiza-

tions are closing shop with 
a lot of job losses. With 
benefit of hindsight that 
this may not be over so 
soon given the economic 
recession, there are fears 
that many more people 
may still lose job.

While figures from the 
Nigeria Bureau of Statis-
tics (NBS) further reveal 
a tough year for employ-
ment market, Nigeria’s un-
employment rate rose for 
the seventh straight month 
to 13.9 percent in the third 
quarter of 2016 from 13.3 
percent in the previous pe-
riod.

 What this means is that, 
many breadwinners many 
be thrown into the labour 
market, with attendant 
impact dropping on their 

families and dependants.
If you are therefore hav-

ing a job today and could 
not be sure what tomor-
row holds given the cur-
rent economic realities, it 
might be you we are ad-
vising. Take up a job loss 
or unemployment insur-
ance, so that in the event of 
this happening you could 
have a regular payment 
for sometime before you 
settle in another job or a 
business.

In Nigeria, the unem-
ployment rate measures 
the number of people ac-
tively looking for a job as 
a percentage of the labour 
force.

Employment Insurance 
(EI) provides temporary 
financial assistance to 
unemployed people who 
have lost their job through 
no fault of their own, while 
they look for work or up-

grade their skills.
Within the Nigerian 

market, operators are 
thinking seriously about 
providing succor to many 
who may be affected or 

lose their job through well 
thought out products.

For instance, Anchor 
Insurance Company Lim-
ited has a product called 
Loss of Employment In-

surance Scheme (LoEIS).
This is coming as mea-

sure to help people who 
lose their job cope with fi-
nancial needs pending the 
time the secure a new job, 
the Company said.

Mayowa Adeduro, 
managing director and 
CEO, Anchor Insurance 
said the product was born 
out of intensive research, 
market survey and test 
marketing locally and 
abroad since 2011 by Uni-
versal Risk Management 
And Actuarial Services 
Limited, an indigenous ac-
tuarial service consulting 
firm.

He said it relied on the 
competence and relation-
ship between URMAAS 
Limited USA, PolySystems, 
Inc USA and URMAAS 
Limited Nigeria to make 
a success story from the 
product.

Adeduro explained that 
the product provides cov-
er against sudden loss of 
employment income for a 
reasonable period of time 
that the victim could re-
gain employment and flow 
of income resumes.

 “This product provides 
benefit for a member 
who lost his employment 
through no fault of his. 
The policy will continue 
to provide financial cush-
ion against income losses 
from temporary unem-
ployment,”

In the event of loss of 
employment, he said the 
policy will pay the insured, 
the salary earned last in 
the employment for a pe-
riod of time during which 
period the member may 
have regained another 
employment subject to 
a maximum period of 24 
months.



N
igeria cashew 
f a r m e r s 
r e c o r d e d 
h u g e  s a l e s 
a n d  m a d e 

profits from sale of cashew 
nuts in 2016, owing to steep 
devaluation of the naira, 
stakeholders say.

T h e  s t a k e h o l d e r s , 
who spoke at the Annual 
Cashew Logistics meeting 
held in Lagos recently, 
said cashew farmers and 
exporters  made more 
money in 2016 which has 
significantly increase the 
revenue of Nigeria’s cashew 
industry by 20 percent.

“In 2016 the industry 
made revenue of $300 
million dollars and last year 
we did $250 million,” Tola 
Faseru, president, National 
C a s h e w  A s s o c i a t i o n 
of Nigeria (NCAN) told 
j ou r na l ist  dur ing  the 
annual meeting.

  “We produce about 
170,000 metric tons this 
year and with what we have 
seen so far 2017 is going to 
be better,” Faseru said.

This year,  Vietnam, 
w orld  larg est  cashew 
exporter,  experienced 
i t  worst  drought  in a 
century which reduced 

Cashew farmers’ revenue 
increases by 20% in 2016
JOSEPHINE OKOJIE

SIKIRAT SHEHU, Ilorin

E-mail: ag@businessdayonline.com
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the country’s export by 11 
percent and created market 
for cashew nuts from other 
countries.

As a result, the demand 
for Nigeria’s cashew by 
foreigners increased and 
this pushed up the prices 
of local cashew nuts by 15.4 
percent.

“ T h e  d e m a n d  f o r 
cashew has gone up. A lot 
of foreigners are calling 
and asking for our cashew 
currently, and this is why 
the price has gone up,” 
said Zacheaus Egbewusi, 
chief executive officer, Agri 
Commodity Inspection 
Limited.

“Cashew is being sold 
for N450, 000 per metric 
ton. It was sold between 
N370, 000 and N390, 000 

The low value addition in 
Nigerian agriculture has 
seen the sector operate 

far below its potentials, where 
produce which get sold is 
valued less than what would 
have been obtained if some 
processing was done.

The situation has seen 
value of agriculture not only 
lower than could have been 
realised, but also contributing 
to high post harvest losses.

“The value chain aspect 
is (ironically) where the 
wealth actually lies,” says 
Tunji Falade, CEO, Kingsway 
quality foods.

Falade explains that 
“The configuration of our 

Kwara lawmaker calls for 
synergy in the provision of silos

…early cropping seen in 2017

per metric ton a month 
ago,” Egbewusi added.

Also speaking w ith 
journalist at the event, 
Anga Sontoye, publicity 
secretary, NCAN, said 
“2016 was a wonderful 
year for cashew farmers 
and exporters. Our farmers 
will make more money 
in 2017 because output 
will increase by 10 percent 
and we prices are going to 
increase owing to lower 
value of naira against the 
dollar.”

“ H a v i n g  d o n e  o u r 
cashew survey for key 
p r o d u c i n g  2 4  s t a t e s , 
w e  re a l i s e  t hat  s o m e 
cashew trees have started 
producing nuts and this 
implies that we are going 
to see an early crop from 

Moved by socio-
e c o n o m i c 
significance of 

provide storage facilities 
to ensure food security, 
F e l i c i a  O w o l a b i ,  a 
lawmaker representing 
Ekiti State Constituency 
in the Kwara State House 
of Assembly, has solicited 
f o r  a  ro b u s t  s y n e r g y 
b e t w e e n  t h e  Fe d e r a l 
Government and the Kwara 
State Government in the 
provision of silos.

 While presenting a 
motion entitled, ‘Putting 
Oke-Oyi and Lafiagi Silos 
Into Use’, which was later 
part of the resolutions 

January and by February 
s e r i o u s  e x p o r t  w i l l 
commence,” Sontoye said.

 He stated that the price 
of a metric ton of cashew 
in the international market 
sells between $1,000 and 
$1,200. He also noted that 
Nigeria cashew industry 
will experience its greatest 
price regime in 2017 as the 
value of naira continues to 
drop against the dollars.

  Nigeria’s cashew is 
usually harvested between 
February-June, though 
farmers stock the crop and 
export it all year round.

T h e  s t a k e h o l d e r s 
complained about foreign 
traders who are moving 
into farmlands to purchase 
produce directly from 
farmers and call on the 
government to address the 
issue.

 “It is not done anywhere 
in the world, that foreigners 
will come into the country 
and source their produce 
d i r e c t l y  f r o m  f a r m s . 
Government at all level 
needs to regulate their 
activities,” said Faseru.

The stakeholders also 
requested for the grant of 
waivers for the importation 
of jute bags which is used 
in packaging cashew for 
exports. 

go a long way in ensuring 
food security, saying that 
the government should 
explore Public Private 
Partnership arrangement 
to reactivate the moribund 
Silos.

 The legislature equally 
urged the state government 
to liaise with the Federal 
Ministry of Agriculture 
in fast tracking the re-
activation of the Silos, to 
further enhance food and 
agro-allied raw materials 
supply even in the face of 
scarcity. 

Owolabi, while raising 
the Motion, enumerated 
the importance of Silos in 
ensuring food Security, 
expressed concern that the 
two silos had not been put 

methodology of operation 
must change from now 
on. Over time, the value 
chain (addition) aspect 
h a s  b e e n  n e g l e c t e d , 
while the agronomy and 
farming aspects have been 
emphasised.

“ I f  w e  d o n ’ t  f o c u s 
a d e q u a t e l y  o n  a g r o 
processing, we will continue 
to have post-harvest losses. 
The problem has never been 
production as farmers have 
always produced all along 
and losses have always 
followed. But, the truth of the 
matter is that agro processing 
companies are rather few 
in number, whereas we are 
supposed to have them 
scattered across all states of 

the federation, processing 
agro produce into finished 
goods and even exporting 
them.”

“Since we are even having 
issues with forex now, this 
should even be the time to 
add value to agric produce 
and export them,” Falade 
adds.

G o d w i n  U m e a k a , 
Managing Director, Coscharis 
Farms also expressed the 
view that “Agricultural 
production can only truly 
become wealth through 
adequate processing.”

“Under the CBN agric 
scheme (at a time) it had 
given out 1.9bn to farmers but 
nothing for agro processing, 
whereas the industrialisation 

we are talking about actually 
needs to start from there,” 
said Umeaka. 

St a ke h o l d e r s  i n  t h e 
ag r ic  value chain,  are 
also unanimous in their 
submission that government 
needs to match its words with 
action going forward.

Adeola Elliot, Chairman 
of the Agric Group at Lagos 
Chamber of Commerce 
and Industr y  had told 
B u s i n e s s D a y  “ Fo r  t h e 
past years,  the various 
governments have just been 
mouthing diversification. 
They have just been talking, 
but nobody is doing anything 
significant in the real sense 
of it.

At  Fe d e ra l  In st i tu te 

CALEB OJEWALE

 High value-addition seen as prerequisite for profitability in 2017
. . .to also contribute towards reducing postharvest losses, experts say

of Industrial  Research, 
Oshodi (FIIRO) for instance, 
t h e y  a re  t o  h e l p,  a n d 
support  value  addition to 
agric, they are for designing 
of equipment (in processing). 
But this is an institution that 
is there, the money that is 
to be used for research and 
development is not made 
available to them; the place 
has just been there. The 
average value added person 
in the agric sector is just 
struggling.”

Umeaka however seems 
optimistic on his part, saying 
“with the new position of 
government on agriculture, 
there may not be much of 
post harvest losses (next 
year) because what farmers 

produce are being taken 
either by off takers or (they 
get other form of ) ready 
market for their products. So 
in terms on marketing and 
distribution of products they 
may not suffer many losses.”

He however also remarked 
that “Infrastructure has to 
be properly upgraded and 
maintained which is a critical 
factor in the movement of 
goods so that farmers will 
not have to pay through their 
nose to transport their goods 
from the farm.”

“They also need to sustain 
the fight against illegal 
importation of goods into 
the country by securing the 
borders effectively,” said 
Umeaka

reached by the Kwara State 
House of Assembly last 
week, the lawmaker urged 
the Federal Government 
and the Kwara state to fix  
the abandoned silos in 
Oke-Oyi and Lafiagi.

 Reading the resolutions 
of the House, Ali Ahmed, 
the speaker of the house 
expressed confidence that 
the collaboration between 
the two tiers of government 
in the provision of storage 
facility in the state would 

into judicious use to reduce 
food wastages in the state.

 S h e  a d d e d  t h a t 
the revitalization of the 
silos in the State would 
f u r t h e r  b o o s t  f o o d 
production and enjoined 
the State government to 
put necessary structure 
in place, in buying food 
produce from farmers in 
the State for save keep and 
injection into market to 
alleviate the suffering of the 
people during food scarcity. 



How financial inclusion can 
boost economic growth

Financial Inclusion 
& Innovation Weekly 

Supported 

I
t is has been proven by re-
nowned analysts and schol-
ars that financial inclusion 
drives economic growth 
while reducing poverty and 

income inequality.
For Nigeria, a country that has 

over 100 million people living 
below the poverty line, the need to 
reduce financial exclusion cannot 
be overemphasized. 

The cornerstone of a solid econ-
omy is in its financial system and 
its ability to provide sundry prod-
ucts to customers across board, 
especially the vulnerable groups 
of low income earners.

Financial inclusion is the cru-
cial link and substantial first 
step towards achieving inclusive 
growth. It includes access to 
financial products, services like 
bank accounts, check accounts, 
immediate credits etc. In short it 
encourages low income earners 
to save more.  

 Without a financially inclusive 
system, the poor would rely on 
their limited savings and would 
have low investment capability. 
This could be a drag on economic 

BALA AUGIE growth. 
“Nigeria’s real growth can only 

be assured if steps are taken to en-
sure that her social and economic 
development is all inclusive,” 
former Central Bank of Nigeria 
(CBN)  Governor and the Emir of 
Kano  Sanusi Lamido Sanusi. 

Sanusi opined that economic 
growth would be achieved at a 
faster rate, if all segments of the 
population have access to finan-
cial services.

Godwin Emiefele, governor of 
the CBN opined that financial 
inclusion is required to enhance 
incomes, investment and well be-
ing at the household level. 

“It is also critical for economic 
growth and financial stability at 
the macroeconomic level,” said 
Emefiele.  Analysts are of the 
view that by making it easy for 
people to open bank accounts, 
especially entrepreneurs, arti-
sans and farmers in the rural 
areas, economic activities will 
be bolstered. 

Such moves will also impact 
positively on lenders assets base 
as deposits will spike and balance 
sheet will be strengthened. 

Current statistic shows that in 
the year 2012, a total of 39.2 mil-

ANALYSIS
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Digital financial services as the fastest way to 
ensure financial inclusion of Nigerians
ChrIstophEr Akor

At a time of when the eco-
nomic recession in Nige-
ria is constraining efforts 
of banks and the Central 

Bank of Nigeria from pushing 

ahead with their strategies of 
bringing in more people into the 
financial system, the adoption of 
digital mobile services has been 
identified as the fastest way Ni-
geria can achieve financial inclu-
sion of all her citizens. 

This is contained in a McKin-

sey Global Institute report titled: 
“Digital Finance for all: Powering 
Inclusive Growth in Emerging 
Economies”.  The report was 
emphatic that digital finance 
“has an opportunity to flourish 
in emerging economies because 
network coverage is near ubiq-

uitous and rapidly increasing in 
quality.”

Meanwhile access to physical 
financial services continue to be 
hampered by various barriers 
to access such as long distances 
people, especially those in rural 
areas must travel, to get to a bank 
branch, bureaucratic bottlenecks 
and the sometimes prohibitive 
costs of banking services in a 
country like Nigeria where the 
banks charge exorbitant fees 
they charge for routine and nor-
mal services like email and SMS 
alerts, account maintenance fees 
and the huge interests charged 
on loans. 

This has kept many people in 
Nigeria out of the banking sys-
tem. For instance, the McKinsey 
report reported that “...56 percent 
of adults (in Nigeria) do not have 
a bank account, and 80 percent 
of cash in the economy is not 
deposited in a bank. Trust in 
banks is low, and many citizens, 
particularly those living in rural 
areas, are not familiar with finan-
cial services.”

However, in Nigeria, virtually 
everyone has a mobile phone 
with a tele-density of over 100 
percent. And the beauty of digi-
tal financial services is that even 

people with no bank account 
can access financial services like 
everyone else.

 However, despite having over 
21 licensed mobile money opera-
tors, Nigeria has been unable to 
replicate the digital financial ser-
vices revolution that took place 
in Kenya, East Africa and other 
emerging markets.  

Digital mobile services in Ke-
nya are widespread with over 17 
million active users conducting 
more than $50 billion in cash-
less transactions yearly. This is 
nothing short of phenomenal 
and demonstrates the benefits of 
bringing digital financial services 
to all regardless of status, educa-
tion or income as well as the 
power of technology to provide 
solutions to hitherto intractable 
problems.

 However, in Nigeria, the Cen-
tral Bank, the regulator for mobile 
money, has chosen to sanction 
the banks to drive it instead of 
the telecom companies who are 
more suited to driving digital 
financial services like the Kenyan 
and other areas where mobile 
money has been successful. This 
is seen as the main hindrance to 
the take-off of digital financial 
services. 

lion adult Nigerians (46.3% of the 
adult population of 84.7 million) 
were financially excluded with no 
access to either formal or informal 
finances. Further analysis re-
vealed that 54.4% of the excluded 
population were women, 73.8% 

were <45 (productive age) 34.0 
had no formal education with 
84.0% residing in the rural areas. 
Nigeria has 28.0 million bank 
accounts with a population of 
over 168 million and 89.7 million 
adults (FInA 2012). 

The CBN has launched the 
National Financial Inclusion 
Strategy on 23 October 2012 with 
the overall target of reducing the 
adult financial exclusion rate from 
46.3 percent in 2010 to 20 percent 
by 2020.
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VW plans 
integrated 
mobility 
concept in 
Rwanda

Ghosn sees re-
cord Nissan sales 
on strong global 
economy

ExecutiveMotoring

V
olkswagen (VW) is 
forging ahead with the 
regionalization of its 
worldwide automobile 
business and has re-

cently inaugurated a vehicle pro-
duction facility in Kenya. Togeth-
er with the President of Kenya, 
Uhuru Kenyatta, Herbert Diess, 
chief executive officer CEO of VW 
brand, was present when the first 
locally produced Polo Vivo rolled 
off the production line.

With the completely knocked 
down (CKD) production of the 
bestselling car model in the sub-
Saharan region, Volkswagen is 
stepping up its commitment to 
Africa. Market watchers say this 
latest development is a key step in 
the development of new opportu-
nity markets with the right prod-
ucts, local partners and training in 
the region.

At the inauguration, Diess un-
derlined Kenya’s key role within 
the brand’s Africa strategy: “VW 
is strengthening the production 
region of Africa and providing ad-

Page 27

AXA Mansard 
outlines year-
end driving 
tips

VW opens assembly plant in Kenya

Page 26 Page 27

Stories by MIKE OCHONMA
age including a manufacturer’s 
guarantee as well as a mainte-
nance and service plan. Financ-
ing schemes will be developed 
together with local banks in order 
to allow individual mobility and to 
provide the impetus it needs for its 
re-entry to the Kenyan market.

President Kenyatta said: “A few 
months ago, this was only a dream. 
Now Volkswagen’s investment in 
Kenya has become reality. This is 
further proof of my government’s 
determination to strengthen the 
production location of Nairobi 
and to forge ahead with the indus-
trialization of the nation.”

The joint project implemented 
together with DT Dobie in Thika 
near to the Kenyan capital Nairobi 
is VW’s third production plant in 
Africa, together with one plant in 
South Africa and one in Nigeria. 
In the initial phase, annual pro-
duction of up to 1,000 vehicles is 
planned.

In the long term, it will be pos-
sible to produce up to 5,000 units 
per year at the plant of Kenya Vehi-
cle Manufacturers (KVM). The as-
sembly facility is flexibly designed 
and offers the possibility of inves-
tigating the production of further 
models in the event of positive de-
velopments in the new car market. 
VW Group recently announced 
plans to start vehicle production 
in Algeria.

For the start of production 
at Thika, the employees are be-
ing trained by Volkswagen Group 
South Africa. This will ensure that 
all vehicles have constant high 
quality levels. VW is also inves-
tigating possible approaches for 
the establishment of a sustainable, 
practically oriented training initia-
tive. Apart from school or academ-
ic training, young people are also 
to receive practical training in or-
der to improve their employment 
prospects in the region as a whole.

Kenya is an opportunity mar-
ket in Africa. The country has an 
outstanding position within the 
region of East Africa and has the 
most powerful economy in the 
East African Community (EAC) 
with a GDP of about $63 billion.

In addition, Kenya is a key tran-
sit country for trade throughout 
East Africa. The good economic 
relations between Kenya and Ger-
many are also being continuously 
and strategically expanded by the 
governments concerned.

It would be recalled that back 
in history, the German carmaker 
already assembled the Beetle in 
Kenya in the 1960s and the brand 
is now returning to Kenya with its 
first model, the Polo Vivo.

Toyota targets 1% global sales in 2017

As automakers gears up 
to enter the 2017 market 
year with mixed expec-
tations, Toyota Motor 

Corporation said it anticipates 
a 1 percent rise in global vehi-
cle sales next year, as growth in 
North America, Europe and Asia 
prompts a recovery from a 1 per-
cent slide in sales this year.

In some countries, the au-
tomaker estimates sales across its 
Toyota, Lexus, Daihatsu minicar 
and Hino Motors truck brands to 
increase to around 10.2 million 
vehicles in 2017. 

It expects to end 2016 with 
sales of 10.09 million vehicles, 
slightly lower than an initial fore-
cast of 10.11 million.

Toyota expects sales to in-
crease in its main markets next 
year due in part to new additions 
to its model lineup, including the 
C-HR compact SUV launched in 
Japan penultimate week.

This would offset sluggish de-
mand in the Middle East, where 
low oil prices have battered the 
region’s economies, the automak-
er said. It aims to boost produc-
tion at the group by 1 percent to 
10.36 million vehicles in 2017.

The improvement in global 

...Raps up this year with 10.09million

ditional impetus for the further 
regionalization of the brand - as a 
reliable and responsible partner. 
This is symbolized by the first Polo 
Vivo produced - a car from Africa 

for Africa.” Diess also said: “Here 
in Kenya, we will be producing 
cars that bear comparison with 
European quality standards. This 
is why we are opting for training 

and local skills in automobile pro-
duction.”

In addition to vehicle produc-
tion, VW will be offering Kenyan 
customers a comprehensive pack-

sales would follow a 1 percent 
year-on-year slide this year, large-
ly due to sluggishness in some 
Southeast Asian markets.

Toyota was the world’s top-
selling automaker in 2015, keep-
ing the title for the fourth straight 
year. Through October this year, 

Toyota sold 8.35 million vehicles, 
slightly lower than 8.48 million 
at Volkswagen Group during the 
same period, latest data showed.

R-L: Andrew Ajuyah, Head of Marketing; Ravinder Sharma, Head of Parts, and Bukky Ogunnusi, PR Manager, 
all of Toyota Nigeria Limited receiving an award from Oseme Oigiagbe at the last Nigeria Auto Journalists Award 
(NAJA 2016) held at the Eko Hotel & Suites, Victoria Island, Lagos.
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N
issan Motor Co. is 
hopeful of posting 
record sales in 2017 
as stronger global 
economic growth 

buoys demand for the industry, 
offsetting the impact of volatile 
currency and commodity mar-
kets, CEO Carlos Ghosn said.

There have been worries 
about the risk of rising costs for 
Nissan and its rival automakers 
if Trump makes good on prom-
ises to renegotiate the North 
American Free Trade Agreement 
(NAFTA) or slap tariffs on vehi-
cles imported from Mexico.

According to its latest global 
sales figures, Nissan sold 4.52 mil-

Ford dealer presents EcoSport to Next-Titan-Season-3 winner

Stories by MIKE OCHONMA

Ghosn sees record Nissan sales 
on strong global economy

F
ord Motor Company, in 
collaboration with its 
local partner, Coscharis 
Motors has rewarded 
the winner of season 

three of Nigeria’s entrepreneur re-
ality TV show, The Next Titan with 
the new model of Ford EcoSport. It 
was presented to the winner, Mar-
vis Marshal-Idio by the marketing 
team of Coscharis Motors at the 
just concluded Season-3 grand fi-
nale recently at the Lagos Oriental 
Hotel in Lekki.

Speaking at the event, the 
General Manager, Marketing and 
Corporate Communications, Cos-
charis Group, Abiona Babarinde 
said  the company’s support for the 
show is borne out of its commit-

Hyundai scores top rank 
in Auto Quality Report

Ranked first for the third 
time in seven years: 
Hyundai Motor has been 
awarded first place in 

Auto Bild’s Quality Report 2016 
and has secured one of the most 
coveted accolades in the automo-
tive industry.

Following its top rankings in 
2010 and 2011, Hyundai Motor 
has succeeded against its com-
petitors in Germany once again. 
The in-depth evaluation of quality 
and reliability, including customer 
feedback, a customer survey and 
extensive testing, is conducted an-
nually by Germany’s best-selling 
motoring magazine.

 The overall result is extremely pos-
itive for Hyundai Motor. The brand re-
corded a total score of 2.14 on the scale 
of five. “That was a successful perfor-
mance. Well done, Hyundai!” was the 
verdict of the testing team.

Hyundai Motor achieved the 
first place for the third time in 
seven years, moving up two places 
from its third-place ranking last 
year. The magazine was particu-
larly impressed by the endurance 
testing of the Hyundai models.

A Hyundai i30 underwent 
testing over 100,000 kilometres, 
scoring a “1”, which made it the 
best-ever of Auto Bild’s endurance-
tested vehicle. Judging by the in-
terim findings of endurance tests 
currently in progress, the Hyundai 
i30 is certainly not an exception.

In Auto Bild comments: “Hyun-
dai can be justly proud of the im-
provements in quality achieved 
over the past few years. The extent 
to which the cars’ feel-good factor 
has improved is currently under-
scored by the i10 and the Tucson, 
both of which are popular fleet ve-
hicles and have each run up 30,000 
kilometres with no sign of a fault.”

 “Quality is a key element in 
Hyundai’s brand strategy, as em-
bodied in our industry-leading 
peace-of-mind 5 Year unlimited 
mileage warranty. The first rank in 
report is a powerful endorsement 
of Hyundai Motor’s experience 
and technological development, 
underscoring our ambition to be-
come the number one Asian brand 
in Europe by 2020,” says Thomas 
Schmid, Chief Operating Officer at 
Hyundai Motor Europe.

ment to growing Nigeria’s business 
community and encouraging bud-
ding entrepreneurs.

“Coscharis is the official auto-
motive sponsor of ‘The-Next-Titan 
Season-3’. We congratulate Marvis 
Marshal-Idio for her determina-
tion and great spirit throughout 
season three of the show.’’ Babar-
inde explained.

We are committed to growing 
and supporting initiatives geared to-
wards the development of Nigerian 
entrepreneurs. Nigeria is a nation 
of entrepreneurs. We encourage the 
spirit of entrepreneurship in young 
Nigerians through practical business 
exposure and mentorship,”.

According to the Executive Pro-
ducer of the show, Mide Kunle-

Akinlaja, the Ford sponsorship has 
helped to fulfil the objective of the 
show which is to encourage young 
Nigerians to toe the path of entre-
preneurship, rather than waiting 

for elusive paid employment.
Kunle-Akinlaja said: “We are 

indeed grateful to Ford and Cos-
charis Motors for the invaluable 
support and sponsorship that gave 

lion vehicles from January to Oc-
tober, after posting record sales 
of 5.42 million cars and trucks 
worldwide in 2015.

“I think 2017 should be a good 
year. I think we will see reasonable 
economic growth, particularly in 
the car industry. I think we will es-
tablish a record for sales in 2017,” 
Ghosn stated.

Higher raw material prices and 
currency fluctuations will con-
tinue to present risks for the in-
dustry, but this will be offset by a 
growth trend in global economies 
that will keep demand for cars 
strong, Ghosn said.

The Organization for Econom-
ic Cooperation and Development 
expects global growth to acceler-
ate to 3.3 percent in 2017 from 2.9 
percent this year as the Donald 

Trump administration’s planned 
tax cuts and public spending fire 
up the U.S. economy.

He said he was confident that 
U.S. trade policy under Presi-
dent-elect Donald Trump would 
continue to promote strong ties 
with Mexico, where Nissan pro-
duces cars for export to the U.S.

Ghosn said he was not very 
worried about the future of the 
NAFTA. “What has been said by 
the president of the United States 
is ‘America first’ ... We have to be-
lieve that the program is about 
American interest, and American 
interest includes strong trade re-
lations with Mexico.”

Carmakers are scrambling 
to produce lower-emission ve-
hicles to comply with tightening 
regulations in China, the world’s 

top auto market, California and 
other regions, even as a relative-
ly high price and limited charg-
ing infrastructure has curbed 
consumer demand.

The international trend to re-
duce vehicle emissions will drive 
Nissan’s plans to develop more 
“green” cars, including its Leaf 
- the world’s top-selling all-bat-
tery powered car - regardless of 
industry moves to loosen regula-
tions, Ghosn said.

After taking a controlling stake 
in the scandal-hit Mitsubishi Mo-
tors earlier this year, Nissan and 
its alliance partner Renault will 
pool Mitsubishi plug-in gasoline 
hybrid technology and Nissan’s 
battery-electric technology for use 
across models made by all three 
automakers, Ghosn said.

birth to the success of the third 
season of the show, which aims at 
encouraging and inspiring young 
and talented Nigerians with busi-
ness ideas.’’

He added that this can be built 
into new enterprises that are in-
novative, exciting and sustain-
able; and also contribute towards 
the social development of Nigeria 
through job creation.”

The winner, Marvis Marshal-
Idio, said “winning The Next Ti-
tan, in which over 50,000 eligible, 
young Nigerians with diverse busi-
ness ideas, is a rare privilege. I am 
not going to take the fact for grant-
ed. I won’t have been an owner of 
a SUV if Coscharis Motors didn’t 
support the show. 
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I
n a new drive to tap into the 
potentials and opportunity 
available in Africa, Volkswa-
gen (VW) is taking a further 
step to develop market po-

tentials in the continent.
On recently, Francis Gatare, Di-

rector of the Rwanda Development 
Board, and Thomas Schäfer, CEO 
of VW Group South Africa, signed 
a memorandum of understanding 
(MoU) for a new integrated mobil-
ity concept in Kigali with Rwanda’s 
President Paul Kagame and Her-
bert Diess, CEO of the VW brand in 
attendance.

The concept provides for app-
based mobility solutions such as 
car sharing and ride hailing to be 
offered in Rwanda. For this pur-
pose, an environmentally compat-
ible local vehicle production facil-
ity is to be established in the capital 
city Kigali to cover vehicle demand 
for the integrated mobility concept.

In addition, possibilities of 
training initiatives for the local 
population are being investigated 
together with other German com-
panies. Rwanda is well-suited to be 
a pioneer of new mobility solutions 

VW plans integrated mobility concept in Rwanda

Stories by MIKE OCHONMA

Mercedes on track to overtake German rival

Mercedes-Benz is on track 
to overtake rival BMW to 
take the title of the world’s 

biggest luxury carmaker, sales fig-
ures for November released on 
Monday showed.

November sales of BMW brand-
ed luxury cars were up 5.9% to 
177,740 taking year-to-date sales 
to 1,824,490. By contrast Mercedes 
passenger car sales were up 12.7% 
to 182,602 increasing year-to-date 
sales to 1,893,619.

Sales of BMW’s core brand 
reached 1.91 million in 2015 on 
strong demand for sports utility ve-
hicles like the X5, the 11th year in 
a row the Munich-based carmaker 
clinched the title in 2005. Mercedes 
sold to 1.87 million cars in 2015, 

AXA Mansard outlines 
year-end driving tips

as it has a population of young 
tech-savvy people and its capital 
Kigali is seen as the most connect-
ed city in Africa.

“VW is consistently developing 
market potentials in Africa. Only a 
few hours ago, we inaugurated our 
third production facility in Africa 
in Kenya. Today in Rwanda, we are 
launching a concept that will foster 
individual mobility in this rapidly 
developing country and make this 
market a further pillar of the VW 
brand’s commitment to Africa,” 
said Thomas Schäfer in Kigali.

At the signing of the, (MoU), 
Francis Gatare said: “We welcome 
VW and its innovative approach to 
mobility concepts in Rwanda. We 
may be a small country, but we be-
lieve that we are a pioneer’’.

He promised that Rwanda is de-
termined to become the leading in-
novator in Africa. The signature of 
this memorandum of understand-
ing today is a further step on our path 
to digitalization and modernization.”

The concept includes car shar-
ing and ride hailing services as 
well as the establishment of a local 
production facility in accordance 
with the environmental standards 
of VW’s Think Blue. Factory. initia-
tive.

  The vehicles required for the 
new mobility solutions in Rwanda 
are to be taken entirely from local 
production. VWSA is forging ahead 
with this initiative in Rwanda to-
gether with Volkswagen’s Kenyan 
partner DT Dobie based on cur-
rent experience from the establish-
ment of production in Kenya.

VW’s commitment to Rwanda 
also includes the training of local 
people, while cooperation for the 
establishment of a technical acad-
emy is being investigated together 
with other German companies. In 
the long term, the objective is to 
generate employment, know-how 
transfer and sustainable growth.

With the integrated mobil-
ity concept, Volkswagen intends to 
provide a new impetus for the de-
velopment of individual mobility. 
Rwanda does not have an estab-
lished vehicle industry.

 The population has an average 
age of less than 20 years and Rwan-
dans are among the early adopters 
of new technologies and the coun-
try is strongly committed to sus-
tainable energy production. In the 
medium term, the vehicle maker 
plans to investigate the use of elec-
tric vehicles such as the E-up! or 
the e-Golf.

The End of Year period 
in Nigeria is usually 
associated with an in-

crease in crime rate and per-
sonal security risks.Here are 
a few tips to bear in mind 
while driving your car or as 
you ride as a passenger this 
season:

-Keep doors locked and 
windows up at all times 
when in traffic, if you can.

-Refrain from keeping val-
uables and attractive items 
such as phones where they 
are clearly visible

-Do not let your car’s fuel 
level drop below quarter 
tank.

-Park in secure areas and 
avoid parking in the open 
street. Walk to your car with 
the keys in your hand.

  -Check your surround-
ings before getting out of 
your car and do not leave the 
vehicle if you feel insecure.

  -Exercise due caution; if 
you witness an accident or 
come across a stranded mo-

torist at night, call the rapid 
response number or emer-
gency services (112) to re-
port the incident.

-Be cautious if a passer-by 
indicates that your car has a 
flat tyre or other defect and 
urges you to stop.

  -At unusual/unexpected 
roadblocks keep windows 
up and doors locked and dis-
play the required documents 
if required.

-Remain in your car if it 
is rear-ended by another car 
and ensure it is not a hijack-
ing or kidnapping attempt 
before inspecting any dam-
age

  -If you suspect that you 
are being followed, drive to 
the nearest police station, 
another safe haven or public 
place and avoid lonely routes

And finally, please re-
member to dial the hotline 
“112” in case of an emergen-
cy. Drive safely this season 
and wishing you a happy and 
prosperous 2017.

…As BMW 11th month sales grow 5.9%
compared with 1.80 million luxury 
vehicles sold by Volkswagen’s.

Meanwhile, Mercedes may 
produce batteries for its plug-in 
hybrids and electric vehicles in 
China according to comments from 
Daimler AG board member Huber-
tus Troika.

Sourcing the battery cells locally 
would help cut costs and gain more 
headway in the rapidly-expanding 
Chinese market. Additionally, Mer-
cedes-Benz is working on a new 
design platform for an updated 
A-Class vehicle that will include a 
plug-in hybrid variant, according 
to Auto Evolution.

Mercedes-Benz’s year-to-date 
sales in China are up 28 percent to 
about 429,000 vehicles, so there is 

some demand momentum there 
for potential plug-in vehicle sales.

With the C-Class and GLC mod-
els in particular gaining in popular-
ity, it wants to capitalize further on 
the Chinese government-funded 
incentives toward spurring plug-

in vehicle adoption as the country 
tries to address pollution problems 
in its larger cities.

Daimler’s joint-venture with 
China-based Beijing Automotive 
Group, has been making Mer-
cedes-Benz light-duty vehicles in 

China since 2005.  In Germany, the 
automaker is developing a platform 
called MFA 2 that will be used for 
the next-generation A-Class sub-
compact plug-in hybrid.

Developed with Renault and 
designed with increased amounts of 
aluminum, the MFA 2 platform will 
offer improved aerodynamics for 
the plug-in subcompact. That mod-
el may debut as soon as mid-2018.

The German carmaker is look-
ing to start selling more than 10 
new electric vehicles by 2025 and 
last October, the company that its 
all-electric EQ SUV will begin sales 
in 2020.

That model is slated to have a 
70-kilowatt-hour battery pack that 
will allow the vehicle to deliver 
402 horsepower and have a single-
charge range of 311 miles.
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Nigeria’s Minister of Mines and Steel Development Dr. Kayode Fayemi, in his 
2016 end of year ministerial briefing and projections for 2017, announced that the 
federal government has secured USD150million (N45.7 billion) support from the 
World Bank for the Mineral Sector Support for Economic Diversification (MSSED 
or MinDiver) programme. The Minister further stated that the ministry is working 
with the Nigerian Sovereign Investment Authority, the Nigerian Stock Exchange and 
other institutions to arrange a USD600million investment fund for the sector by first 
quarter of 2017. According to the Minister, the Mines and Steel ministry recorded 
185.71% year-on-year increase in its contribution to the Federation Account  to 
about N2 billion in 2016. Dr. Fayemi also stated that the Ministry of Mines and Steel 
Development had gotten approval for the implementation of the constitutionally 
guaranteed 13% derivation for mineral revenue to states in order to encourage 
beneficial participation of state governments in natural resources governance and 
development. In the oil and gas sector, Nigeria’s crude oil exports loading programme 
for January 2017 showed that exports are expected to increase month-on-month by 
0.61% to 1.64 million bpd from 1.63 million bpd. This follows the resumption of crude 
oil exports in excess of 150,000 barrels per day from Qua Iboe Terminal (QIT) operated 
by ExxonMobil after it was shut in mid-July 2016, following breach by militants of 
the crude loading line taking crude from the company’s main export pipeline to the 
export terminal. Ten cargoes of Qua Iboe plans for a total of 306,000 barrels per day 
(bpd) in January 2017, 24.9% higher than 245,000 bpd from eight cargoes in December 
2016. Similarly, eight cargoes of Agbami are planned for a total of 252,000 barrels per 
day (bpd) in January 2017, double 126,000 bpd from four cargoes in December 2016; 
while seven cargoes of Bonga are planned for a total of 215,000 barrels per day (bpd) 
in January 2017, 16.85% more than 184,000 bpd from six cargoes in December 2016. 
Meanwhile, Nigeria’s first deepwater project, Bonga fields, is expected to be shut 
down for a month starting from mid-February, 2017 due to scheduled maintenance 
upgrade. On the foreign scene, United States real gross domestic product increased 

Nigeria’s Mines and Steel Ministry Gets World Bank 
USD150 million…

Equities Market Close Bearish on Oil & 
Gas, Banking Stocks…

Presidency to Reshuffle Cabinet in Early 
2017 as Buhari Orders Investigations on 
Top Officials...

Interbank Naira/Dollar Forex Rate Marginally 
Depreciates at Alternative Markets...

at an annual rate of 3.5% in the third quarter of 2016 (better than 1.4% in the second 
quarter), according to the third estimate released by the Bureau of Economic 
Analysis. The increase in Q3 real GDP primarily reflected positive contributions 
from personal consumption expenditure, exports, private inventory investment, 
nonresidential fixed investment, and federal government spending that were partly 
offset by negative contributions from residential fixed investment and an increase 
in imports. Elsewhere, In the Eurozone, EA 19, seasonally adjusted current account 
surplus for October 2016 rose to EUR28.4 billion, 2.53% higher than EUR27.7 billion in 
September 2016 and 18.33% higher than EUR24 billion in October 2015. Comparing 
October 2016 with October 2015 performance, a breakdown of the EA 19 CAB 
showed the surplus of the goods account decreased to EUR26 billion (compared 
with EUR30.7 billion); surplus of the services account increased to EUR9.3 billion 
(compared with EUR3.6 billion); surplus of the primary income account increased 
to EUR6.1 billion (compared with EUR1.2 billion); while deficit of the secondary 
income account increased to EUR13 billion (compared with EUR11.5 billion).

Interbank Interest Rates Rise Amid Liquidity 
Strain…

Cowry Weekly Stock Recommendations As At  Friday 23  December 2016 2016

In the just concluded week, Nigerian Naira appreciated against the greenback at 
the interbank foreign exchange market by 0.04% to N315/USD. However, the Naira 
depreciated at both the Bureau De Change and parallel (‘black’) market segments 
by 1.67% and 2.06% to N488/USD and N495/USD respectively amid persistent 
scarcity of the greenback. The announcement by CBN spokesman revealing plans 
to ensure that the black market is totally eliminated may have led to the further 
scrambling for dollars during the week and the apparent depreciation of the 
Nigerian Naira against the US Dollars. Meanwhile, the weekly movements in most 
dated forward contracts at the interbank OTC segment implied marginal stability 
of the Naira relative to the US greenback amid an increase in the foreign exchange 
reserves – external reserves increased week-on-week by 0.84% to USD25.25 billion 

In the just concluded week, treasury bills worth N85.97 billion matured 
via primary market, viz: 91-day bills worth N28.12 billion and 182-day bills 
worth N11.34 billion and 237-day bills worth N46.61 billion. The inflows were 
offset by outflows from auctioned bills worth N57.66 billion; via the primary 
market, viz: 91-day bills worth N13.18 billion (Stop Rate, SR, remained at 
14%), 182-day bills worth N26.56 billion (SR increased remained at 17.50%); 
and via open market operations, viz: 198-day bills worth N10.29 billion and 
352-day bills worth N7.64 billion. Meanwhile, NIBOR increased across all 
tenor buckets amid liquidity strain– NIBOR for overnight funds, 1month, 3 
months and 6 months funds w-o-w increased to 23.23% (from 4.46%), 18.74% 
(from 15.69%), 19.95% (from 18.20%)  and 23.37% (from 21.43%) respectively. 
Meanwhile, Nigerian Interbank Treasury Bills True Yields (NITTY) mostly 
increased across the maturities – yields on 1 month, 3 months and 6 months 
12 months maturities rose to 15.45% (from 10.55%), 18.75% (from 17.29%) and 
19.75% (from 19.25%)  respectively. However, the yields on 12 months maturity 

In the just concluded week, the FGN bonds traded at the OTC segment mostly 
depreciated in value. The 20-year, 10.00% FGN July 2030 debt, the 10-year, 16.39% 
FGN JAN 2022 debt and the 7-year, 16.00% FGN JUN 2019 debt depreciated by 
N0.17, N0.11 and N0.02 respectively; their corresponding yields rose to 15.85% 
(from 15.80%), 15.71% (from 15.68%) and 15.70% (from 15.69%) respectively. 
However, the 5-year, 15.10% FGN APR 2017 debt appreciated by N0.70 while 
its yield fell to 14.94% (from 16.97%). Elsewhere, FGN Eurobonds traded on 
the London Stock Exchange appreciated for all the maturities amid bargain 
hunting. The 10-year, 6.75% JAN 28, 2021 bond, 5-year, 5.13% JUL 12, 2018 bond 
and the 10-year, 6.38% JUL 12, 2023 bond appreciated by USD1.56 (yield fell to 
6.28%), USD0.62 (yield fell to 3.35%) and USD1.82 (yield fell to 6.85) respectively. 
This week, we expect bargain hunting activity at the OTC bond market, and 
resultant decline in yields, on anticipated boost in financial system liquidity.

The Nigerian bourse recorded a bearish week which resulted in the decline 
of overall market performance measures, NSE ASI and market capitalisation, 
by 83 bps each to 26,486.02 points and N9.11 trillion respectively. NSE 30 
Index also decreased by 152 bps to 1,174.07 points. Meanwhile, total deals and 
Naira votes revved by 15.56% and 41.10% to 14,861 deals and N17.75 billion 
respectively. However, the total transacted volumes fell by 23.90% to 1.26 billion 
shares. Majority of the sectored gauges closed in negative territory – the NSE 
Banking Index, the NSE Insurance Index, and NSE Oil/Gas Index shed by 3.79%, 
0.43% and 4.66% to 266.91 points, 122.95 points and 317.35 points respectively. 
However, the NSE Industrial Index gained 3.21% to close at 1,597.67 points. 
This week, we expect a mix of bargain hunting and profit taking activities.

In the just concluded week, it was reported that the Presidency informed the 
Senate of its intention to carry out a cabinet reshuffling which may affect at least 
10 ministers in the federal cabinet by January 2017. Some of the to-be-affected 
ministers are to be dropped while others would swap portfolios. It was also 
reported that the exercise will include the two existing vacancies created by the 
demise of Mr. James Ocholi (Kogi State), former Minister of State for Labour and 
Productivity, in March 2016 and the imminent exit of the Minister of Environment, 
Mrs. Amina Mohammed (Kaduna State), following her appointment as the 
Deputy Secretary-General of the United Nations. We hope that the President will 
improve on the quality and deployment of his ministers to portfolios where they 
have their core competence. Meanwhile, in response to alleged acts of corruption 
levelled against the Secretary to the Government of the Federation (SGF) Engineer 
Lawal Babachir and Acting Chairman of the Economic and Financial Crimes 
Commission (EFCC) Mr. Ibrahim Magu, President Muhammadu Buhari ordered 
the Attorney General of the Federation and Minister of Justice, Abubakar Malami 
(SAN), to investigate the involvement of any top government official accused of 
any wrongdoing and to prosecute any found liable. The allegations of corruption 
against high ranking officials of the government is obviously degrading President 
Buhari’s fight against corruption and unless the President takes a decisive action 
against his own lieutenants, the war against corruption may suffer irreparable 
damage. Meanwhile, the government has announced incentives for whistle 
blowers of 5% of any amount recovered as a result of their revelations. We believe 
that this incentive will spur Nigerians to expose wrong doings in official quarters 
provided that such revelations will lead to successful prosecution and the 
informants will be protected from victimization and attacks by the powerful culprits. 

Cowry Weekly Financial Markets Review & Outlook

OTC FGN Bonds Move In Mixed Directions…
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fell to 21.79% (from 22.72%). This week, 206-day bills worth N93.18 billion 
will mature in the secondary market; hence, we anticipate improvement in 
financial system liquidity and resultant moderation in interbank lending rates.

as at Thursday, 22 December 2016. The 1 month, 3 months, 6 months and 12 
months forward contracts were stable at N320.18/USD, N330.537/USD, N346.07/
USD and N378/USD respectively. However, the spot rate depreciated w-o-w 
by 0.08% to N305.25/USD despite USD7.5 million intervention sales by CBN to 
banks during the week. In the current week, we expect some level of stability of 
the Naira as the markets observe the Christmas and New Year public holidays.
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SAP, Bluechip 
seek to reinvent 
IT landscape for 
businesses

Page 30

E-payment channels to boost yuletide 
spending, consolidate N18.1 tn from Q3

Innovation

E
lectronic payment 
channels are ex-
pected to bolster 
the Christmas and 
New Year spend-

ing this year and build on the 
consistent growth recorded 
through the first three quar-
ters of the year, despite di-
minishing purchasing power 
of many individuals.

Data on all payment chan-
nels for Q3 2016 as released 
by the Nigerian Bureau of 
Statistics showed a total value 
of N18.1 trillion, which ex-
cluding cheque based trans-
actions leaves N16.7 trillion 
in payments made through 
NEFT, ATM, POS, Internet, 
Mobile payments, and NIP.

 A sizeable number of re-
tails payments to be made 
this yuletide are expected to 
be carried out through elec-
tronic means, such as POS 
transactions which have seen 
growing volumes over the last 
three quarters. POS transac-
tions have grown from a value 
of N145 billion in Q1 2016, to 
N163 billion in Q2, and N189 

billion in Q3 2016.
Q4 with the multitude of 

special offers and discounts 
is expected to record even 
higher volumes (and value) 
of transactions from revelers 
of all categories across the 
country. At the end of 2015, 
there were 129,322 registered 
POS devices with 106,921 
fully deployed for use, a figure 
expected to have increased 
this year.

ATM transactions are also 
expected to be significantly 

for those who will have prefer-
ence for online transactions, 
they should avoid making 
payments on websites with-
out “HTTPS” in the address 
bar, highlighted in green and 
with a padlock icon.

Alternatives which can 
also be explored include 
“Cardless transactions” where 
individuals can subsequently 
move around without their 
cards and still be able to make 
cash withdrawals.

I
n view of the complexity that 
local businesses face with 
regard to huge data sets, new 
technologies, increasing reg-
ulation, globalization and 

customer awareness and mobility, 
SAP and Bluechip Technologies 
recently came together to help 
these businesses provide new ways 
to optimize business processes 
and better engage customers and 
employees through a simplified 
experience.

The two firms came together 
at an event which held in Lagos 
State. Through a series of presenta-
tions, the more than 30 delegates 
representing various businesses in 
different industries were refocused 
on the role technology can play to 
drive efficiencies.

In a statement sent to Busi-
nessDay, SAP stated that one of 
the objectives for organising the 
event was an opportunity to re-
affirm its commitment to the West 
Africa market as both strategic and 
innovative.

Tope Ajao, chief delivery officer, 
Bluechip who presented a paper 
during the event stated “Organisa-
tions such as Apple, Google Ama-
zon and Faceboook have proven 
that simplicity is the way forward. 
Hence, helping organisations sim-
plify their IT landscape will tremen-
dously lower cost and differentiate 
their products and services.”

He added that the SAP analytics 
event was a platform to display way 
companies can unleash the power 
of digital innovation while finding a 
balance between maintaining their 
current infrastructure and innovat-
ing without disruption.

“It is therefore face with the 
challenge of enabling the business 
to analyse all relevant data for mak-
ing decisions on time. SAP provides 
an end-to-end solution that enables 
smart decisions for people and 
applications within the window of 
decision opportunity,” Ajao said.

There were interactive sessions 
in which participants examined 
the current economic situation in 
Nigeria and how businesses can 
stay ahead by taking advantage of 
transformational business models, 
reinvented business models and 
new ways of conducting business 
processes.

impacted. In Q1 2016, ATM 
transactions were worth 
N1.07 trillion, N1.13 trillion 
in Q2 2016, and also grew to 
N1.25 trillion in Q3 2016. The 
value for ATM transactions, in 
view of the several offerings 
available this yuletide will also 
go up significantly.

This also puts up secu-
rity concerns for many people 
who may be using their cards 
for different transactions.

“This is a peak period for 
fraudulent people to carry 

out their nefarious activities,” 
said Kalu Udonsi, an IT Au-
ditor with Union bank, and 
Assistant General Secretary, 
Information Security Society 
of Africa- Nigeria (ISSAN).

“One of the ways custom-
ers are advised to ensure 
personal security is to use 
(as much as possible) ATMs 
in populated areas, avoid-
ing those in isolated areas, 
especially at night when it is 
not properly lit,” Udonsi said.

He also emphasized that 

2017: The year of digital possibilities

I
n 2016 we all saw a great 
turn-around witnessed in 
different areas of digital 
communication. These 
innovations cut across 

social media channels, SEO, 
video platforms, content space 
and other key tenets that make 
up the entire digital sphere.

The era of brands focusing 
on its goals without connecting 
them to real-time social custom-
er experience results is winding 
off. In 2017, companies will need 
to address the need for constant 
strategies positioned at meeting 
clients at their various needs 
and maintaining a more person-
alised relationship with them as 
well as reinventing trusted social 
metrics to supporting business 

KPIs. Apart from the predic-
tions highlighted above

Here are some Big Expec-
tations in the globe of digital 
transformation for 2017 that 
top brands need to carefully 
watch out for.

There’ll be a huge shift to-
ward  customer intimacy

With the rise of digital solu-
tions came a spread of corporate 
social engagement activities, 
where all of a company’s cus-
tomers were welcome to listen 
and comment online.  Now, 
businesses understand that of-
fering the best social customer 
experience has greater yield, 
and this should be approached 
in a way  to create a better level 
playing ground for businesses.

2017 will see a rise in pri-
vate customer communities, 

advanced retention strategy, 
and social selling programs for 
“exclusive”customers.

Companies will learn deeper 
the formula: Listening + Re-
sponding = Personalization

In 2017, companies will re-
alize that there’s no better way 
to tell a customer they matter 
than to listen, respond, and 
personalize.

 GoodBye to vague digital 

results
Stakeholder eyes will be 

upon those who lead digital 
transformation solutions, and 
those stakeholders want an-
swers – hard, fast, measurable 
answers – as regards the return 
on their investment.

While 2016 marked the 
dawning of digital account-
ability, 2017 will bring formal-
ized accounting standards 
and practices for accurately 
measuring the business impact 
of digital strategies.

Digital impact will become 
purposefully incorporated into 
business processes

As an advocate of total im-
plementation of digital trans-
formation, I can see a year that 
will say goodbye to the days 

How Facebook makes a 
pile from collecting 
personal data on you
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How Facebook makes a pile from 
collecting personal data on you

P
aystack which re-
cently secured a $1.3 
million investment 
from Tencent, Com-
cast Ventures and 

Singularity Investments told 
BusinessDay it plans opening 
its Ghana office before as early 
as the first quarter of 2017.

Paystack’s co-founder Ezra 
Olubi disclosed this in an in-
terview with BusinessDay. He 
stated that the investment the 
company secured was an oppor-
tunity for expanding the com-
pany’s product, better chance 
of securing new partnerships to 
make it work and expanding into 

TechTalk

when the number of “Facebook Likes” 
appeared on a measurement dashboard 
to track conversion on digital campaign 
but it’s a period where digital solutions 
will be more effective as brands will need 
to address their approach to the market 
and find a better niche in digital space.

I can see a new focus on digital 
transformation as a supporting actor to 
delivering competitive advantage - this is 
not a reduction of digital’s role, but rather 
a centralized approach to supporting 
corporate objectives.

In 2017, digital initiatives will need to 
drive the firm’s strategic direction.

2017 is truly a year to watch out for 
as it is a year for the biggest shifts ever 
for collaboration, teamwork, unique 
customer experience and knowledge 
sharing. Watch out for more insightful 
thoughts as I take you through the world 
of digital transformation, the next phase 
of digital possibilities. 

Paystack plans Ghana expansion in Q1 2017
FRANK ELEANYA

new markets.
January 2017 will be ex-

actly one year since Paystack 

launched into the Nigerian tech 
space, but it needs little intro-
duction with players in the field 

in view of recent milestone.
“2017 will come with a num-

ber of additional offerings prod-
uct wise. We are currently pilot-
ing direct bank debits with a 
couple of businesses and we will 
go live with that. This means that 
customers will be able to pay di-
rectly with their bank accounts 
against relying on their cards. 
We hope that this minimizes 
failure rate.

“We are also actively setting 
up our Ghana arm at the mo-
ment and would go live as early 
as 2017,” Olubi said.

He further added that the 
investment was a good sign for 
other tech start-ups as it serves 
to encourage the entrepreneurs 

to aspire and it was an indication 
of possible investment opportu-
nities for investors.

Paystack started its operation 
in January of 2016 and by early 
December has processed over 
one billion naira in transactions.

Ezra Olubi said this was 
achieved by making the process 
of accepting payments as simple 
as possible.

“We built  a product ap-
proachable by both businesses 
and their customers. We offered 
tools that made it possible for 
small businesses to accept pay-
ments without writing a code 
while catering to developers by 
empowering them with API,” 
Olubi said.

F
acebook is many peo-
ple’s favourite social 
network platform, at 
least the over 1.79 bil-
lion users it acquired 

in the third quarter of 2016 
can attest to that. By the end of 
June 2016, Nigeria accounted 
for 16 million of its active user 
base. Egypt sits at the top of 
Africa user base with 32 million 
people. The population aside, 
one important thing you should 
know is Facebook keeps a tab on 
you and it is making a pile from 
that data.

According to a Washington 
Post report published in Au-
gust 2016, Facebook collects 
ninety-eight points of data on 
each of its nearly 2 billion us-
ers. Some of the points include 
income, ethnicity, net worth, 
home value etc. For a mother, 
they want to know if you are a 
soccer or fashion loving mother 
while for those who are married 
or single, the number of credit 
lines you have, if you interested 
in Ramadan, Mohammed, Jesus, 
Christmas, when you bought 
your car and many more.

The social network giant 
achieves this by tracking your 
activities once you come on-
line. Any time you click the 
‘Like’ button, click on any ad, 
adjust your relationship status, 
age, and university affiliation 
you are being tracked. It may 
also come from the graduation 
pictures you posted yesterday, 
the baby-shower you had and 
could not wait to share, or your 
new baby, and vacation pictures. 
To be sure, it is not just from 
direct posts from you. When-
ever a friend takes picture that 
includes and post on Facebook, 
the network uses facial recogni-
tion software to pick you out of 
the crowd.  

The tabs are not restricted to 
only when you are on the Face-
book page. The social network 

also follows you around the in-
ternet despite the ‘do not track’ 
settings. It knows any time you 
visit a website that has a Face-
book ‘Like’ button on it. It could 
also be through your device and 
location settings, such as the 
brand of phone you use and your 
type of internet connection.

Even when you are logged off, 
the social network can predict 
accurately much of your brows-
ing habits.

The New York Review of 
Books (NyBooks) noted that 
Facebook goes as far as buying 
personal information from some 
of the five thousand data brokers 
worldwide. These are companies 
that collect information from 
store loyalty cards, warranties, 
pharmacy records, pay stubs, 
and some of the ten million pub-
lic data sets available for harvest.

In case you are wondering 
why Facebook will go to this 
length, the simple answer is ad-
vertisement. The different data 
points are tailored by Facebook 
to enable advertisers sell us 
things that we really want and in 
turn make a lot of money for the 
social media platform.

In the third quarter of 2016, 
Facebook announced that it 
made $2.3 billion representing 
an increase from about $900 
million the company made in 
the same three months in 2015. 
According to the company’s 
8-K filing, its net worth was $54 
billion at the end of September, 
2016.

Advertisers target a number 
of things that Facebook provide 
such as users who have an an-
niversary within 30 days, users 
who are away from family or 
hometown, users who are in 
new relationships, have new 
jobs, newly engaged, newly mar-
ried, have recently moved, have 
birthdays soon, expectant par-
ents or users who are engaged 
in politics, conservatives and 
liberals etc.

When all of these are put 
together in the information you 
happily give to Facebook on a 
daily basis through your profile 
and your clicks, you end up with 
what is arguably the most com-
plete consumer profile on earth.

If it is any comfort, it is not 
all the time that information 
Facebook provides about you is 

accurate. This is because some 
of the data are gleaned from un-
related activities carried out by 
a user while on the platform. As 
NyBooks pointed out, these are 
a different set of preferences and 
algorithms – a set of instructions 
to carry out an operation, than 
the ones Facebook uses to deter-
mine which stories it is going to 
display on your News Feed. 

For instance, when you click 
a ‘Like’ button on a page that 
is related to a popular page 
advertisers are interested in, 
based on your ‘liking the former, 
Facebook can tell advertisers 
that you are keen on the latter, 
whereas you are not.

There appears to be noth-
ing anyone can do about being 
stalked by Facebook. As 2017 
looms, forecasts amongst 51 
investment analysts covering 
Facebook Inc polled by the Fi-
nancial Times advised that the 
company will outperform the 
market. So long as Faceboook 
remains relevant to social en-
gagement and businesses, ex-
pect someone to be constantly 
watching your every movement 
when online. 

One of such is Verve World which 
enables cardholders to store all their 
payment options and to carry out 
everyday transactions without physi-
cally using their cards.

Users are able to store payment in-
struments from all major card brands 
in Nigeria. In addition to debit, credit 
and prepaid cards, and Verve eCash, 
bank accounts can also be added 
to the app, available for download 
online.

Cardless transactions are carried 
out through ‘Paycode’, a unique one-
time code valid for 24 hours, which 
can be used to withdraw cash from 
an ATM machine without a card. The 
Verve Paycode can then be sent to 
a loved one or friend to withdraw a 
pre-set amount of money from most 
ATMs in the country. The service 
opens a new range of possibilities 
for users and also offers a new level 
of security as cardholders can still 
carry out regular transactions as usual 
without the need to move around with 
a physical wallet.

Other banks have their different 
cardless transaction methods, in-
cluding Guaranty Trust bank which 
has what is a called “cash-out from 
an account to ATM”. Account owners 
can initiate cash out request from 
their phones, indicating amount to 
be withdrawn through any ATM us-
ing Fund Access Code for the cardless 
withdrawal option.

E-payment...
Continues from page  29



Port capacity to handle 
more volume

O
ur seaports are 
ready to take 
the additional 
traffic the new 
policy on vehi-

cle importation might bring. 
With the ban on importation 
of cars through land borders, 
we are likely going to see in-
crease in activities at the port 
and we are putting mecha-
nism in place to handle the 
traffic and offer seamless 
operations. We always had 
that capacity, which is cur-
rently under-utilised. And 
now that we hope to have 
increased activities, we will 
up what we have on ground.

Development of deep 
seaports

NPA’s 20 percent stake in 
the development of Lekki 
deep seaport is ‘too high,’ 
and we currently working 
to pay lower shareholding 
than the 20 percent that was 
envisaged at the beginning of 
the project. NPA, on behalf of 
the Federal Government has 
paid 4.4 percent of its share-
holding but the concern we 
have, is if we have the priority 
to invest a tune of over $100 
million in port development.

The NPA’s shareholding is 
a comfort shareholding that 
enables the investor to feel 
the presence of government 
for the sustainability of the 
project. The 20 percent might 
be too high considering the 

Shipping        LogiSticS        MaritiMe e-coMMerce
maritime       business
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Customs CG commends Tin-Can command for timely response to intelligence

The management 
of the Nigeria Cus-
toms Service (NCS) 
has commended 

the Tin-Can Island Port 
(TICP) command for ‘timely 
use of intelligence’. The com-
mendation, which marked 
the third in two months, 
was following the recent 
interception of 200 parcels 
of cocaine concealed in a 20 
feet container of Virgin Cel-
lulose Tasman for cement 
production and imported 
into the country.

Yusuf Bashar, Customs 
Area Controller of TICP com-
mand, who disclosed this at 
a recent media briefing in 
Lagos, said that apart from 
arms, military kits, bullets, 
bullet pouch and military 

Nigerian ports ready for excess volume from ban on 
vehicle importation through border, says NPA boss

current state of Nigeria finan-
cially, and the fact that the 
country has other areas that 
required priority spending of 
resources.

We are discussing with the 
Federal Ministry of Transport 
to scale down our sharehold-
ing below the 20 percent that 
is currently provided in the 
structure as approved by the 
Federal Executive Council 
(FEC). We believe strongly 
that this will not affect any 
financial model that the pro-
moter of the Lekki port is 
working on.

ISPS Code implementa-
tion

The United State Coast 
Guard has scheduled to carry 
out an assessment of the 
Nigerian seaports and facili-
ties in February 2017.  They 
are also expected to grade 
Nigeria’s seaport terminals 
and facilities. The NPA is on 
top of the situation to ensure 
100 percent compliance and 
we have communicated to 
terminal operators, who are 
very much compliant to the 
provisions of the Code. NPA 
is very much aware of its 
obligations as regards the 
ISPS Code and we have been 
leading in compliance to the 
provisions of the Code.

Debt recovering plans
The authority will aggres-

sively pursue all the funds 
trapped in banks to ensure 
that such funds are remitted 
into the federation accounts. 

We will ensure that all the 
debt owed NPA by terminal 
operators and other lessors, 
is recovered and remitted 
into the Single Treasury Ac-
counts (TSA) in a shortest 
possible time.

Heritage bank and Aso 
Homes are still having some 
certain amount of NPA mon-
ies in their possession with-
out being remitted into the 
Federation Account.  We 
still have our N400 million 
in Aso Homes in the same 
manner that we still have in-

debtedness in Heritage bank. 
Heritage bank has paid some 
certain amount of money 
but we still have about $19 
million that belongs to NPA, 
which has not been returned 
to the TSA.

NPA has a huge debt pro-
file that runs into N10 billion 
and another $585 million 
debt that we considered as 
bad debt. All we need is to 
go through the legal process 
of considering them as bad 
debt before taking them out 
of our books.   

NPA is working on re-
moving the debt that was 
accrued by a lessor that was 
unable to have access to a 
piece of land contained in 
the lease agreement due to 
an encroachment. This is 
because the fundamental to 
lease is that the lessor has to 
have access to the property 
and we believe that it would 
be very irresponsible to force 
a particular entity to pay for 
a lease that was encumbered 
by encroachment; topogra-
phy or others. 

We will develop a frame-
work for debt recovering 
because we have loss quite a 
significant sum. We also have 
indebtedness where entities 
owe NPA but at a point such 
entity will pack up and will 
not be found within the ad-
dress given to NPA.

Port access roads
NPA has concluded talks 

with Dangote and Floor Mills 
of Nigeria on bringing per-
manent solution to the issue 
of bad state of Apapa/Wharf 
road. The final drawing of 
the Apapa/Wharf road will 
be submitted to the Fed-
eral Ministry of Works in few 
weeks. We have identified 
the need for building drain-
age on the road. We are also 
considering using the same 
framework that was used 
in the building of the Oba-
jena road but, the Federal 
Ministry of Works will com-
municate the details of the 

foods that were intercepted 
before the commendation, 
that the command recently 
impounded 300 pieces of 
ammunitions with one pis-
tol, 20 riffles and bullets.

He said the command 
relies a lot on intelligence, 
which has helped in the 
seizure of prohibited items 
through the Tin-Can port.

“Once we get intelligence, 
we work on it, sieve it and 
extract the facts for use, and 
this has been yielding fruit. 
We received another com-
mendation from the customs 
management for timely use 
of intelligence which led 
to the seizure of imported 
cocaine,” Bashar explained.

Continuing, he added: 
“We have had several sei-

zures in the past, which 
we handed over appropri-
ately to the responsible 
agencies like whatever con-
cerns Police, Department of 
State Security (DSS), Nige-
rian Drug Law Enforcement 
Agency (NDLEA) and the 
National Agency for Food 
and Drug Administration 
and Control (NAFDAC) 
because we believe in in-
ter agency collaboration,” 
Bashar stated.

According to him, Cus-
toms handedover these im-
pounded items to ensure 
follow up and due investiga-
tions. “Recently, we made 
the cocaine seizure, which 
we handed over to NDLEA 
and the cocaine is worth over 
N2 billion on the streets.”

Bashar further disclosed 
that the command recently 
handed over a container with 
ready to eat egusi soup, jollof 
rice, ogbono, yam porridge 
and other kinds of Nigerian 
delicacies to the NAFDAC. 
He added that the command 
also handed over imported 
substandard cables to the 
Standards Organisation of 
Nigeria (SON).

The implication of such 
substandard cables, he not-
ed is that Nigerians can get 
their houses burnt by us-
ing such product. “I think 
this is the fourth time we 
are handing over weapons 
or accessories of weapons 
like pallets, bullets, pistol, 
military uniforms and boots 
to DSS.”

construction with the public 
when they are done. 

NPA has finally gotten 
the rehabilitation of Creek 
road and two other roads 
in Apapa into 2017 budget 
of the Federal Ministry of 
Power, Works and Housing. 
The minister has confirmed 
that the budget will address 
the listed roads and con-
struction would be carried 
out next year. 

We have identified the 
need to have functional hold-
ing bays and trailer garages. 
The minister of Power, Works 
and Housing has also con-
firmed that the completion 
of the trailer park being built 
at the Second Gate area of the 
Tin-Can Island Port would be 
contained in 2017 budget. In 
addition, we are working to 
ensure the reduction in the 
number of trailers that are 
running on Apapa roads, 
because we have understood 
that some of these trailers are 
not on their way to anywhere.

Some of the things that 
we are putting in place are to 
create a model where trailers 
would be allowed in Apapa 
if certified that such trail-
er is actually going to pick 
up cargo. There is also this 
World Bank initiative that 
was brought to NPA to put 
up an electronic monitoring 
system for trucks coming to 
Apapa.  This is indeed going 
to be a whole private sector 
driven initiative.

Hadiza Bala Usman, managing director of the Nigerian Ports Authority (NPA) in a recent interactive session with select journalists to mark her 100 days in office, said 
that the Roll-on, Roll-off terminals in the nation’s seaports have the capacity, and have also positioned to handle the addition volume from the ban on importation 
of vehicles through land borders. She spoke on other things the authority is doing to move the port to the next level.  UZOAMAKA ANAGOR-EWUZIE was there.   

Hadiza Bala Usman

Yusuf Bashar,  Customs Area Controller of TICP command
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The OPEC deal can’t mask the decline of Saudi power

M
ore than two years 
after the crash in 
oil prices, the cartel 
that unites several 
of the world’s big-

gest oil producers at last has final-
ized a deal to cut production levels 
in order to boost prices.

In decades past, the Organiza-
tion of the Petroleum Exporting 
Countries dominated world oil mar-
kets, with Saudi Arabia in particular 
able to dictate prices by increasing 
or decreasing oil production. In the 
course of the 1970s, the price qua-
drupled, thanks to OPEC-induced 
supply cuts. This time prices jumped 
10% on news of the deal.

The main takeaway from the ne-
gotiations, though, is that OPEC is 
less influential than ever before.

OPEC’s leaders first agreed in 
principle to reduce supply to the 
level of 32.5 million barrels per 
day, a 3.5% decrease from current 
production, with the details to be 
worked out. Some analysts sus-
pected, however, that OPEC would 
not manage to negotiate details of 
a supply cut among its diverse 13 
members — Algeria, Angola, Ec-
uador, Gabon, Iran, Iraq, Kuwait, 
Libya, Nigeria, Qatar, Saudi Arabia, 
United Arab Emirates and Venezu-
ela — as well as nonmember Russia.

There was plenty of reason for 
skepticism. For one thing, OPEC has 
no credible mechanism for punish-
ing cheating, so there’s nothing to 
keep a member country from prom-
ising to reduce production without 
actually doing so. Indeed, academic 
studies have found that promises by 
OPEC members to cut production 
are violated 96% of the time.

This time some OPEC members 
did not want to promise cuts. The 
main challenge was Iran. Tehran, 
which produces roughly 4 million 
barrels per day, argued that a pro-
duction cut would unfairly punish 
Iran, whose production is still re-
covering from the effect of interna-
tional financial sanctions imposed 
due to its nuclear program. Iran has 
more scope for production growth 
than most OPEC members, and a 

great need for revenue.
The question of Iranian produc-

tion was not only one of energy 
economics, however. Geopolitics 
mattered too. Iran’s archrival in the 
Middle East, Saudi Arabia, is the 
largest OPEC oil producer and had 
been pushing for a deal. Nonethe-
less, the Saudis did not want a deal 
that would allow Iran to reap eco-
nomic benefits and, Riyadh feared, 
geopolitical gains at Saudi expense.

Russia, which vies with Saudi 
Arabia for the title of the world’s 
largest oil producer, signaled that it 
would be amenable to OPEC discus-
sions. Unless the Russians could be 
convinced to sign on to a deal, any 
OPEC supply-cut decision would 
simply be matched by an expansion 
of Russian production.

Russia and OPEC have a long 
history of disagreements over oil 
negotiations. Many analysts doubt-
ed and continue to doubt that Rus-
sia will honor any agreement with 
OPEC. As with Iran, Saudi Arabia 
has a complicated relationship with 
Russia in the Middle East, where the 
two countries are funding opposite 
sides in the Syrian Civil War.

Riyadh thus had no interest in 
giving gifts to Moscow and, until 
the final hours of the negotiations, 
Russian officials declined to clarify 
whether they were willing to cut 
production levels or merely freeze 
them. Saudi Arabia needs oil prices 
of nearly $80 per barrel to balance 
its government budget.

Given this treacherous frame-
work for negotiations, Saudi Arabia 
presumed that a deal was possible, 
even though the idea  of an OPEC 
production cut was controversial 
within Saudi Arabia. Former Saudi 
Oil Minister Ali al-Naimi long had 
opposed a new OPEC deal on the 
grounds that it was unworkable and 
would result in Saudi Arabia surren-
dering market share to rivals.

Then he was sacked in 2016, after 
two decades of service in the posi-
tion. The reason? His new boss, Mo-
hammed bin Salman, the powerful 
deputy crown prince, assumed that 
an OPEC deal was not only pos-

sible but also necessary. His record 
as a policy-maker has been mixed 
at best: The war in Yemen against 
Houthi militias has proved a costly 
disaster. The Saudi economy is reel-
ing from a painful recession. Saudis 
know that an economy so depen-
dent on oil exports cannot escape 
pain when oil prices are low, but 
even Saudi Arabia’s non-oil econo-
my is shrinking.

The deputy crown prince need-
ed something he could describe 
as a victory. Given his treacherous 
domestic political standing, bin 
Salman needed a deal to bolster his 
credibility — even if that put most of 
the burden of supply cuts on Saudi 
Arabia.

The result was that the Saudis 
entered OPEC negotiations holding 
few cards. In the past Saudi Arabia 
had declined to cut production un-
less sure that it would be joined by 
other OPEC players in a big way. 
This time the Saudis were desperate 
for a deal.

Indeed, the deal as agreed upon 
represents a significant Saudi con-
cession to Iran. While Saudi Arabia 
promised to cut production by 486 
million barrels per day, roughly 4% 

of its production, Iran is allowed a 
slight production increase. OPEC’s 
other major members, including 
Iraq, Kuwait and the U.A.E., also 
have promised sizable production 
cuts.

Questions remain about whether 
non-OPEC producers, chiefly Rus-
sia, will abide by the deal. On paper 
Russia has signed up for production 
cuts of 300,000 barrels per day, but 
Russian official statements on the 
process of production cuts have 
been full of qualifiers.

The bigger question about the 
OPEC deal is how producers of 
tight oil, also called shale oil, will 
respond. The price of oil is near the 
break-even price for tight oil pro-
duction in the United States. A big 
price hike would encourage compa-
nies to increase production. Energy 
experts disagree over whether the 
price increase in the aftermath of 
the OPEC deal will be small enough 
to prevent a big response from U.S. 
producers. Some contend that U.S. 
tight oil has become more efficient 
during the past several years, re-
ducing average break-even prices 
and enabling a significant supply 

response.
The days of OPEC dominating 

oil markets are over. Now member 
states haggle over marginal supply 
cuts that increase prices by a few 
dollars per barrel — and any soli-
darity does not last long. The best 
evidence of this is to look at OPEC’s 
share of world oil production, down 
from more than half in the 1970s to 
less than 40% today.

Meanwhile Russia is produc-
ing at a post-Soviet high while the 
United States also has substantially 
increased production. The tight-oil 
revolution in the United States, cou-
pled with the spread of advanced 
production techniques in Russia, 
means that OPEC’s dominance of 
world oil markets is finished.

That spells trouble for Saudi Ara-
bia.

(Chris Miller, author of “The 
Struggle to Save the Soviet Econ-
omy: Mikhail Gorbachev and the 
Collapse of the U.S.S.R.” (University 
of North Carolina Press, 2016), is 
the associate director of the Brady-
Johnson Program in Grand Strategy 
at Yale University.)
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ing for his administration for 
God’s protection and wis-
dom.

 In his sermon, Resident 
Pastor of Living Faith Church, 
Rivers State Headquarters, 
Pastor Peter Ogbondemin 
said that Christmas is rel-
evant because Jesus Christ 
came to restore Divine pres-

Rivers operates ‘Jesus’ economy – Wike

Flooded malls, low sales on Christmas day

T
he popular Ikeja 
City Mall in La-
gos State wore an 
unusual look on 
Sunday, Christmas 

day, as large crowds of people 
visited in the spirit of Christ-
mas. The parking lot that 
usually had enough room for 
cars was filled to capacity and 
those who could not make it 
early had to park their car by 
the roadside.

At the entrance to the mall, 
security officials had tough 
time checking everyone that 
wanted to gain entrance. 
When they could no longer 
manage the crowd, they had 
to throw open the doors and 
the people rushed inside the 
mall unchecked.

The mall was so jam-
packed that the place that 
was usually cool suddenly 
became hot, and many had 
to fan themselves. Due to the 
frequent use of the elevator 
and before long, the elevator 
stopped working.

With the huge crowd, one 
would think that the retailers 
were recording impressive 
sales, but one of the atten-
dants in Swatch Mall told 
BusinessDay that was far 
from true.

‘‘Most of these people 
hardly come inside our store, 
and those that do leave with-
out buying anything. This year 
is nothing like last year. We 
made much sales this time 
last year than now,” the atten-
dant at Swatch, who craved 
anonymity, said.

Most of those who had 
succeeded in entering the 
mall were posing for pictures 
with their loved ones, roam-
ing around the mall while 

others were just window-
shopping.

In one of the make-up 
shops, an attendant who was 
visibly angry that she was 
getting more visitors and no 
buyer, slammed the door 
after a window-shopper took 
her leave. According to her, 
‘‘opening today is a waste of 
time. People are not buying 
this year.’’

Upstairs at the Silverbird 
Galleria, the crowd was over-
whelming. Even with the 
mass of people in the gal-
leria, lots of people were 
still making their way in to 
take pictures or look around, 
while a fraction of the crowd 
who came in the company of 
family and friend tried to get 
tickets to see a movie.

Just in front of Shoprite, a 
disappointed Clement Ihena-
cho, an estate developer, 
stood surrounded by seven 
children. He had come to 
give them a treat but met the 
place locked.

‘‘We went to Alausa Gar-
den but we were not allowed 
in because of tax clearance. 
I took them to a recreational 
centre on CMD Road but their 
charge is 2,500 per child, so I 
decided to bring them down 
here,’’ Ihenacho said with so 
much frustration on his face.

However, Mr Biggs, KFC, 
Chicken republic, and other 
restaurants inside the mall 
was open and those who 
could afford to buy a meal 
did so while those who could 
not were engrossed taking 
pictures or touring around 
the mall.

A man sat under an um-
brella beside Debonair Pizza 
outlet with his two sons. He 
told BusinessDay that he 
could not afford to take his 

family home this Christmas.
‘‘Every Christmas, I travel 

to my village with my entire 
family but this year we could 
not travel because the trans-
port fare is very high,’’ the 
man said.

BusinessDay survey at 
different bus parks across 
Lagos revealed that the fare 
rates had increased by more 
than 70 percent in the past 
one week.

At GIG Motors in Jibowu, 
on Sunday, the fare from 
Lagos to Port Harcourt was 
N10, 600 against N6,000 and 
the fare from Lagos to Warri 
increased to N8,900 from 
N5,950, a week ago.

On the same day at Peace 
Mass Transit in Ojuelegba, 
the fare from Lagos to Port 
Harcourt and Warri, which 
was N5,500 was now N9,500 
and the fare to Onitsha was 
N8,200 instead of N5,000.

A staff of Peace Mass Tran-
sit in Ojuelegba, who spoke 
on the condition of anonym-
ity, said the company had no 
other choice than to almost 
double the transport fares.

According to him, fewer 
passengers usually travel 
down to Lagos during festive 
seasons and the drivers had 
to bring the vehicles down 
to Lagos.

‘‘We told our drivers to 
bring the buses down here 
with the promise to refund 
the money they spent on fuel 
and feeding. We end up giving 
the drivers double money. 
So, the passengers that are 
travelling outside Lagos will 
bear those extra costs. That’s 
why the fare is very high. 
Normally we are supposed to 
double the fare but we want to 
maintain our passengers,’’ the 
staff said.

courage the private sector to take 
the lead, giving assurance that 
government would provide the 
enabling environment through 
policy constituency, appropri-
ate legislation and oversight to 
ensure effective diversification, 
import substitution and food 
security in the nation.

Speaking specifically on rice, 
he assured that by 2017, Nigeria 
would be self-sufficient in rice 
production, stating that the 
country was getting close, as 
there was improvement on what 
we have been getting before.

 While condemning the craze 
for foreign rice by some Nige-
rians who according to him 
should be patronizing made in 
Nigerian rice, which is better 
than the imported version, the 
Minister stated that rice pro-
duction in Nigerian has gotten 
to a self-sufficiency level as the 
country is currently targeting net 
export of rice by 2017.

He said the price of rice was 
falling already, noting, “Locally 
produced rice goes for N16,000 
in the market, while foreign rice 
goes for N18,000.”

Speaking on the technicali-
ties involved in rice production, 
the minister said “the labour 
involved in rice production is 
a back breaking type. I have 
done it before, I have planted, 
I have harvested. I was the first 
Nigerian to run a rice mill free 

‘Nigeria’s food sufficiency not 
possible in near term’

Audu Ogbeh, Nigeria’s 
minister of agriculture 
and rural development, 

says the country may not achieve 
self-sufficiency in food in near 
term considering the enormous 
work that still needs to be done 
in the sector following years of 
serious neglect.

“Let me also tell you that it is 
a pity that we as a country for-
got agriculture for 30 years and 
overnight we want the prices to 
fall, they can’t just fall totally like 
that,” Ogbeh tells BusinessDay in 
an interview.

This statement from the min-
ister is contrary to an earlier 
statement attributed to him few 
months ago as regard to an as-
surance that Nigeria will achieve 
self-sufficiency in food produc-
tion by 2017.

Ogbeh gave the earlier state-
ment in October during a round-
table meeting of Rice Supply 
Chain of the Agribusiness Sup-
plier Development Programme 
(ASDP) jointly organised by the 
ministry, United Nations Devel-
opment Programme (UNDP) 
and the Nigeria Incentive-Based 
Risk Sharing for Agricultural 
Lending (NIRSAL).

The minister at the meeting 
then reiterated the readiness of 
the ministry to support and en-

of stones.
“I brought the machines 

from South Korea through 
Obasanjo. This year, we have 
gone very far. In another year, 
anybody buying foreign rice is 
wasting his time. But it takes a 
while to get there.”

He explained that there is 
no way Nigeria can jump. “It 
took Brazil 50 years to get to 
where they are now. It took 
India 60 years. A country forgets 
agriculture, it doesn’t happen 
overnight. It is a slow process. 
We have to plan, we have to wait, 
and we have to get good seeds, 
find the right soil type, give the 
right fertilizers and then bring 
in machinery.

“Milling rice is a very slow 
process. That is why we brought 
in 110 rice mills of different sizes. 
Each state will get a minimum 
of three, but they will go to the 
private sector. So, it is very slow. 
Another year or two, we are 
pushing at the speed of light 
and the farmers are happy,” the 
minister assured.

He said further that by this 
time next year Nigeria should 
not be talking of foreign rice, as 
“we could now shift to export 
items like beans, yams, cassava 
and maize. Maize is also not too 
good. We have to push. There 
was a disease. We have found 
the solution now. But it is quite 
slow.”

IGNATIUS CHUKWU

Rivers State is now 
operating what the 
governor has termed 
a ‘Jesus’ economy, 

saying the financials of the 
state was tied to God, as the 
governor paid salaries of 
workers before Christmas.

According to Nyesom 
Wike, while other states 
were battling with economic 
downturn, Rivers State is 
operating a Jesus economy, 
which he said entailed divine 
provision and sustenance.

“If God be for us, nobody 
can be against us. We have 
had turbulent times, but we 
have always come out victori-
ous. “This state is a Christian 
State.  Therefore, we shall 
continue to collaborate with 
the church,” the governor said.

He said the state govern-
ment would support schools 
owned by churches with 
grants. He added that the 
ongoing construction of the 
State Ecumenical Centre 
would be completed by May 
2017.

He noted that the church 
stood by him right from the 
campaign period till date; 
when he was transforming 
the state.

The governor called on 
the church to continue pray-

COMFIRMATION OF NAME
This is to inform the general 
public that Murtala Yusuf and 
Murtala Yusuf Ayinla refers to 
same and one person. All for-
mer documents bearing any 
of the two names remain valid. 
General public please take note.

CHANGE OF NAME
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Dike Isioma Christy now wish 
to be known and addressed as 
Akubudike Isioma Christy. All 
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former name remain valid. Gen-
eral Public please  take note.

CHANGE OF NAME
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Miss Janet Mayowa Ishola now 
wish to be known and addressed as 
Mrs Janet Mayowa Falana. All 
former documents bearing my 
former name remain valid. Gen-
eral Public please  take note.

CHANGE OF NAME
I, formerly known and addressed as 

Amadu Zare Umaru now wish 

to be known and addressed as 

Umaru Idrisa Zare. All former docu-

ments bearing my former name remain 

valid. General Public please  take note.

CHANGE OF NAME
I, formerly known and addressed as 
Mohammed Auwal Abwage now 
wish to be known and addressed as 
Mohammed Adamu Anwal. All 
former documents bearing my 
former name remain valid. Gen-
eral Public please  take note.

CHINWE AGBEZE

AMADI NNAMDI, 
ELIZABETH ARCHIBONG, Abuja

ence to man.
Highpoint of the Christ-

mas Celebration was the 
Special Prayers for Governor 
Wike and Rivers State by the 
congregation.

The governor went further 
to boast that no power could 
bring him down because he 
was solidly and comfortably 
rooted in God.

Governor Wike spoke at 
the Rivers State Headquarters 
of Living Faith Church in Port 
Harcourt during a special 
Christmas church service on 
Sunday. He said Rivers State 
would continue to overcome 
trials and oppressive tenden-
cies because of God’s grace.



As Iran prepared to flood a 
glutted oil market in January after 
years under western sanctions, 
and the International Energy 
Agency warned the oil market 
could “drown in oversupply”, 
Russia’s energy minister Alexan-
der Novak indicated that he was 
prepared to meet Opec to discuss 
production caps.

“The first step on the road to 
recovery is to admit that you have 
a problem,” says Yasser Elguindi 
at Medley Global Advisors. “The 
most significant event in 2016 
was Saudi and Russia’s ability to 
overcome all their regional and 
political differences and . . . at-
tempt to provide a floor under 
oil prices.”

In February both countries — 
the world’s biggest oil exporters — 
reached a preliminary agreement 
to freeze their oil output should 
other big producers join the ef-
fort. At the time the kingdom’s 

A
fter a two-year ex-
periment with free 
markets, the pain of 
low oil prices forced 
the world’s biggest 

producers to join forces in 2016 
and tackle a global supply glut.

Saudi Arabia-led Opec and 
non-member countries, primar-
ily Russia, agreed after months 
of discussion and back channel 
diplomacy to cut production for 
the first time since the global 
financial crisis.

Prices look set to end the year 
in the mid-$50s — about double 
the 13-year intraday low of $27.10 
a barrel Brent touched in January 
— with hedge funds more bullish 
on oil than they have even been. A 
growing number of analysts and 
investors believe the cuts will re-
duce stockpiles, bringing supply 
and demand into balance more 
quickly next year.

An arduous year-long process 
saw Opec return to the world 
stage and geopolitics again loom 
large in oil market policymaking.

“2016 has shown us the return 
of Opec,” says Jason Bordoff at 
the Center on Global Energy 
Policy at Columbia University. “In 
a sharp break from the last two 
years members worked together, 
brought non-Opec countries on 
board, and their efforts culmi-
nated in action that was more 
pronounced and serious than 
most expected.”

 This reflected the pain inflict-
ed by low oil prices. The budgets 
of resource-rich nations had been 
shredded while international oil 
companies were cutting billions 
of dollars of investment in future 
production in a desperate attempt 
to remain profitable.

Even Saudi Arabia, which led 
the cartel’s push in November 
2014 to keep the taps open and 
pressure high-cost rivals, sof-
tened its hawkish tone. It chal-
lenged other big oil producers to 
join it in curbing production, say-
ing it would back actions to shore 
up prices if they were mirrored by 
rivals both inside and outside the 
cartel, particularly Russia.

The scene was thus set for the 
first Opec production cut since 
2008 and the first collabora-
tion with Russia and other non-
members for 15 years. But it was 
far from clear that a deal would 
be reached.

Oil in 2016: The return of Opec
ANJIL RAVAL, FT

the role of geopolitics in setting 
oil policy.”

By the next Opec meeting in 
June, the cartel remained divided 
on how to manage the oil market. 
Saudi Arabia’s newly installed en-
ergy minister Khalid al-Falih — a 
close confidant of the powerful 
Deputy Crown Prince Moham-
med — publicly voiced the need 
to again “steward the market”.

Paul Horsnell, commodities 
analyst at Standard Chartered, 
says Mr Falih shifted the narra-
tive from a production freeze to 
signalling output cuts. “Saudi 

former oil minister Ali al-Naimi 
called it “the beginning of a pro-
cess” — one that would run until 
December.

Even as Russia’s public dis-
plays of support became more 
frequent, a deal to curb output 
still proved elusive.

April talks in Doha on a global 
deal to freeze output were de-
railed at the last minute by Saudi 
Arabia, which demanded the 
participation of its fierce regional 
rival Iran. Tehran was not pre-
pared to sign up to a deal while it 
was focused on boosting produc-
tion and returning exports to their 
pre-sanctions levels. Squaring 
that circle would take time and 
test the resolve of Opec.

“The way in which they didn’t 
reach an agreement was signifi-
cant, suggesting that the Saudi-
Iran conflict played a role,” says 
Mr Bordoff. “A call came from 
higher up and it reminded us of 
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It was not until September 
in Algiers that Opec managed 
to stitch together a preliminary 
deal to cut production. Conflict-
ridden Libya and Nigeria would 
be exempt while Iran would be 
given a special dispensation. 
“After two-and-a-half years, Opec 
reached consensus to manage the 
market,” said Iranian oil minister 
Bijan Zanganeh at the time.

There was still more work do 
to, however. It took months to 
iron out the distribution of cuts, 
an important but tricky process 
that involved secret talks and in-
tervention from the highest levels 
in Russia, Saudi Arabia and Iran.

Keen to assert its influence in 
the Middle East and see higher oil 
prices, Moscow said privately it 
would back a deal, but it needed 
to see Opec commitments first.

Ultimately there would not 
have been an agreement unless 
Saudi Arabia had pushed for one. 
The need for a higher oil price to 
sustain social spending and, more 
importantly, fund Prince Moham-
med’s economic transformation 
plans for the future eventually 
carried the day.

In return for the kingdom 
shouldering the bulk of the re-
ductions, Saudi Arabia required 
a formal limit to Iran’s output, 

With prices languishing, the cartel surprised many with the first cut since 2008

Arabia would soon be thinking of 
output restraint.”

Even as talks continued, Saudi 
Arabia, its Gulf allies and Iraq 
ramped up production to record 
levels. Russia attained a post-
Soviet high.

 “Opec and Russia succeeded 
at employing verbal intervention 
to hold oil prices up, first by talk-
ing about a freeze and cuts from 
record levels, while simultane-
ously adding a net 1.4m barrels a 
day of new supply into a glutted 
oil market,” says Bob McNally at 
the Rapidan Group, a Washing-
ton-based energy consultancy.

cutbacks from other Opec peers 
including Iraq, an agreement on 
how to calculate cuts to ensure 
compliance and lastly securing 
the co-operation of Russia. All of its 
conditions were met, even if Opec 
had to employ some fancy footwork 
to make the numbers stack up.

“Opec surprised many in the 
market by reaching agreement, 
just as it was increasingly being 
written off as unable to act collec-
tively,” says Amrita Sen at Energy 
Aspects. “Although we are not ex-
pecting 100 per cent compliance, 
there should be no doubt that 
Opec has well and truly returned.”



try dates back to the 1980s, and 
some examples of mass deaths 
resulting from fake medicines 
stand out.

In the two years between 
1995 and 1996, fake menin-
gitis vaccines obtained from 
Onitsha Market, the largest 
drug market in West Africa, 
killed children in thousands in 
Northern Nigeria. What is even 
more alarming is that the vac-
cine crossed to neighbouring 
Niger Republic.

Also, in the period between 
November 2008 and May 2013, 
at least 84 children died after 
taking a toxic chemical mix-
ture inputted in a painkiller 
administered to children who 
are developing teeth.

Bell Ihua, chief operating of-
ficer of Nigeria’s major polling 
organisation, NOIPolls, notes 
that, “18 percent of Nigerians 
believe they have been a vic-
tim of fake pharmaceuticals. 
According to Ihua, “70 percent 
of people actually worry that a 
drug they are consuming could 
be fake.” NOI Polls research 
concludes that a large propor-
tion of victims only know they 
have consumed fake drugs 
when they have an adverse 
reaction.

But the problem transcends 
drugs and medicine, just as 
Ogunlere’s visit to the book-
shop shows. “It is a complete 
tragedy,” Emeka Ofo, a trader 
at the Trade Fair Complex in 
Lagos, says. Ofo, who is a trader 
from the Igbo speaking part of 
Nigeria, tells of how Nigerian 
traders go as far as China to 
order goods and products that 
are below nationally accept-
able standards.

“Few weeks ago,” Ofo says, “a 
fire accident occurred at Yaba 

W
h e n  T u n d e 
O g u n l e r e 
a s k e d  f o r  a 
pack of envel-
op at a shop 

just opposite the ultra-modern 
Tejuoso Market in Lagos, the 
shop attendant simply re-
sponded with a question - “Do 
you want made-in-Nigeria, 
China or original?”

That question, which many 
Nigerians are faced with dai-
ly, is a subtle reminder of a 
challenge that has not only 
weighed down on Nigeria’s 
economy but also on quality of 
life of its people: The problem 
of counterfeiting.

In Nigeria, counterfeiting 
is so pervasive that it affects 
the quality of clothing, com-
puter software, books, shoes, 
food and even medicine in 
circulation, and Nigeria’s over 
180 million people have to 
surmount the challenge of de-
ciphering between what is real 
and what is fake daily.

“He is alive today because 
God decreed it,” Demola Mat-
thews, a single mother who 
lives in Okota, Lagos, says, as 
she points to her three-year-
old son. “We bought an anti-
biotic syrup for him from the 
chemist (drug store) near our 
home when he was ill a year 
ago and all hell broke loose 
when he took it.”

Her son began to stool and 
soon passed out because of 
weakness after taking the 
syrup. “It was a counterfeit 
version of a drug which was 
supposed to cure him of pneu-
monia,” Demola says, as she 
battled to hold back tears.

But Demola’s experience is 
not an isolated case. The his-
tory of fake drugs in the coun-

Burdened by counterfeits

the fact that some motorists 
still take the condition of tyres 
with levity, said this had re-
sulted in a lot of avoidable road 
crashes leading to loss of lives 
and property.

Many Nigerian motorists 
also grapple with the problem 
of fake spare parts. Henry 
Onuigbo, a banker who drives 
a sports sedan tells of how his 
car had continued to howl after 
he changed the brake pads. 
“My mechanic said I needed 
new brake pads, I went to the 
market to purchase brake pads 
that have the American flag 
signage on it, but my mechanic 
said they were fake. They be-
came noisy whenever I drive 
through water.”

Perhaps, the biggest coun-
terfeiting ring in Nigeria con-
cerns software and entertain-
ment products - music and vid-
eos. Audio and video versions 
of music are indiscriminately 
reproduced in substandard 
compact discs, which contrib-
utes to the rapid deterioration 
of video players. Not to talk 
about the impact of such ac-
tivity on intellectual property.

A survey conducted by Busi-
nessDay’s Research and Intel-
ligence Unit in 2014 indicates 
that for every single shop that 
offers original software in Ni-
geria biggest software market, 
there are five others that of-
fer pirated copies, with some 
shops even selling both.

With the most frequently pi-
rated software being Microsoft 
Office Suite (85%), Microsoft’s 
Operating System (91%), and 
various software used for edit-
ing pictures (40%).

It is also discovered that stu-
dents are more likely to copy 
and share pirated software 

where some of my tribesmen 
have their business holdings, 
preliminary investigations 
indicted fake Chinese cables 
and electrical appliances as re-
sponsible for the fire outbreak.” 
Millions of naira was lost in the 
incident that even threatened 
the continuous existence of 
some of the businesses that 
were affected by the inferno. 
“Who knows what would have 
happened if the fire had hap-
pened in a residential area,” 
Ofo asks, “lives would probably 
have been lost,” he answers as 
his face darkened into a sad 
look.

Beyond small appliances, 
some big machines have also 
been known to have come 
down because counterfeit 
spare parts were sourced to 
fix them.

O n  Su n d ay  a f t e r n o o n , 
March 6, 2016, a tragedy oc-
curred in Nigeria. A minister 
of the Federal Republic was 
killed in a vehicle accident 
that also led to the death of his 
wife and son. The FRSC, the 
government agency that regu-
lates and promotes safety on 
Nigerian roads and highways, 
indicated that the vehicle was 
on top speed and that the tyre 
exploded. The initial reaction 
was to trace the fault to fake 
tyres, which is common in 
Nigeria.

This does not come as a sur-
prise. At the close of 2016, Osita 
Anthony Aboloma, director-
general, Standards Organisa-
tion of Nigeria (SON), dis-
closed that the agency says it 
had an inventory of over N400 
million worth of substandard 
tyres awaiting destruction in 
its warehouses.

Aboloma, who bemoaned 
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than any other class of soft-
ware users in Nigeria. Though 
they have an assortment of 
software, they typically do 
not buy originals. Somehow, 
they are not convinced that 
counterfeited software is det-
rimental to the development 
of talent, original owners and 
the economy in general.

The general population is 
not much different; the minor 
difference lies in the fact that 
a number of working indi-
viduals get original software 
from their workplaces. The 
research also reveals that spe-
cialised, professional software, 
especially for fields like facility 
management, accounting and 
engineering are less likely to 
be pirated than general use 
software.

There are indications that 
agencies of government re-
sponsible for standards are 
making efforts.

“ The agenc y under my 
watch reduced substandard 
consumer products from 85 
percent to 30 percent,” Joseph 
Odumodu, immediate past 
director-general of the Stand-
ards Organisation of Nigeria, 
had said while bowing out of 
office in February 2016.

But investigations have also 
shown that the fakers have 
taken business away from gen-
uine manufacturers, therefore 
deepening the unemployment 
market. This is so as the faked 
products are far cheaper than 
the original.

Embarrassingly, the regula-
tory authorities are not doing 
enough to tame the tide, and 
public awareness is a major 
hindrance. High illiteracy and 
low exposure make it hard for 
the public to be on their guard.

It has become more difficult to differentiate between original and counterfeit products in Nigeria. 
OSA VICTOR OBAYAGBONA examines how counterfeits affect the Nigerian people.
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Bank stocks have surged 
since the election on hopes 
that President-elect Donald 

Trump will roll back financial 
rules. But deregulation, for the 
biggest institutions at least, might 
come with a catch: tougher limits 
on borrowing.

Some influential voices in 
Mr. Trump’s world insist banks 
should, as a quid pro quo for 
rolling back some regulations, 
maintain higher capital—share-
holders’ funds that act as a cush-
ion against losses but can also 
curb profits.

“Between Trump’s populist 
victory and the calls for greater 
capital by…Republicans, it is 
far from given that the largest 
Wall Street banks would benefit 
from their reform efforts,” said 
Mark Calabria, a former adviser 
to Senate Banking Committee 
Chairman Richard Shelby (R. 
Ala.), and now a fellow at the 
free-market Cato Institute.

Mr. Trump’s picks of two for-
mer Goldman Sachs Group Inc. 
executives to run his economic 
team—Gary Cohn, to head the 
National Economic Council, and 
Steven Mnuchin, for Treasury sec-
retary—might give Wall Street a 
powerful voice at the policy table. 
But at least two candidates for the 
job of Federal Reserve vice chair-
man in charge of bank oversight, 
arguably the single most powerful 
bank regulatory position in the 
world, are supporters of tougher 
capital rules. So is House Financial 
Services Committee Chairman 
Jeb Hensarling (R., Texas), who 
will next year be at the center of 
reshaping the 2010 Dodd-Frank 
financial-overhaul law.

Everyone agrees big banks bor-
rowed excessively before the 2008 
bailouts, and they should have 
been required to maintain more 
capital. Critics have said the new 
capital mandates have been set 
too high, constraining lending and 
economic activity. Many Demo-
crats and conservatives disagree.

Current rules require banks 
to meet several different capital 
requirements. One is a “leverage 
ratio,” which measures equity as 
a proportion of total assets. It’s 
designed to reduce the chances 
a bank will fail by acting as a con-
straint against borrowing, or lever-
age. After the crisis, U.S. regulators 
required that big banks maintain a 
leverage ratio of at least 5%.

Some conservatives would 
go further. Thomas Hoenig, 
vice chairman of the Federal 
Deposit Insurance Corp. and a 
contender for the Fed job, favors 
a 10% leverage ratio.

Trump’s financial 
deregulation might 
be bad news for 
banks after all
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A 
stock index tracking 
some of the world’s 
riskiest, potentially 
fastest-growing invest-
ments has missed out 

on this year’s global rally, the latest 
sign of the upheaval reordering 
financial markets.

The MSCI Frontier Markets 
Index of 22 small stock markets 
including Pakistan and Nigeria 
has risen 1.1% this year as of Dec. 
22, including price changes and 
dividend payments. That lags far 
behind the Dow Jones Indus-
trial Average’s 17.4% total return 
for 2016, as well as the 8.4% gain in 
the MSCI Emerging Markets index 
of larger developing nations.

Though investors are warned 
that it is subject to considerable 
volatility, the frontier-markets 
index hasn’t gained or lost 1% in 
a day since June 28, the longest 
such streak since the second half 
of 2012.

The poor performance and 
placid trading underscore the 
tough environment that frontier 
markets face at a time of slow-
ing global trade, tepid economic 
growth and increasingly national-
ist politics that could limit capital 
movement.

Gains in the Dow and the MSCI 
Emerging Markets index after 
sharp early 2016 declines suggest 
investors have recovered their 
appetite for risk. But the lagging 
performance of the frontier index 
shows that tolerance goes only 
so far, reflecting the idiosyncratic 

Luxembourg tightens tax rules amid EU pressure

Luxembourg published 
tightened tax rules on 
Tuesday, bending to pres-
sure from the European 

Union to crack down on corporate 
tax avoidance.

The changes will tighten rules 
for the Luxembourg-based fund-
ing arms of multinational com-
panies. Luxembourg has offered 
companies so-called “tax rulings,” 
which, in some cases, have al-
lowed them to lower their tax bill 
by reporting lower profit margins 
and a lower taxable capital base.

The new rules will enter into 
force on Jan. 1. From that point on, 
Luxembourg’s previous tax rulings 
will no longer be binding on the 
country’s tax authorities.

The European Commission, 
the EU’s executive arm, has been 
stepping up its efforts to close tax 
loopholes in Europe and putting 
pressure on member countries 
that use special tax deals to at-
tract companies, including Lux-
embourg, the Netherlands and 
Ireland.

In October 2015, the commis-
sion ruled that the Luxembourg 
government had given a tax ad-

vantage to the financing arm of Fiat 
Chrysler Automobiles NV, which 
allowed it to significantly under-
state its profits and taxable base.

The commission found Fiat 
Finance and Trade had therefore 
reduced its taxes by €20 million 
($20.9 million) to €30 million since 
2012, and ordered the company to 
repay those amounts.

At the heart of the commis-
sion’s decisions were rules con-
cerning so-called transfer pric-
ing. These arrangements allow 
companies to legally redistribute 
profits within a group by charging 
for goods or services sold by one 
subsidiary to another, typically 
located in different countries.

Experts say companies can use 
transfer pricing to minimize their 
tax bills by shifting profits to places 
that offer the lowest tax rates. In 
some cases, the commission says, 
authorities negotiated selective 
tax treatment for those companies 
that guaranteed a lower tax bill.

In a statement on Tuesday, 
Margrethe Vestager, the European 
commissioner for competition, 
welcomed Luxembourg’s rule 
changes, saying they would make 
the country’s tax treatment of 
financing firms “more stringent.”

One of 2016’s worst-performing 
assets: Frontier markets

Toshiba expects write-down of 
as much as several billion dollars

Toshiba Corp. said cost 
overruns at U.S. nuclear 
reactors it is building were 
likely to force a write-down 

of as much as several billion dol-
lars, clouding its turnaround plan 
after a 2015 accounting scandal.

The warning, which sent the 
company’s stock down 11.6% in 
Tokyo trading, came just as the 
Japanese conglomerate seemed 
to have turned a corner thanks to 
an upswing in its semiconductor 
business.

Toshiba executives said Tues-
day the company was looking at 
emergency steps to raise funds, 
including borrowing from its main 
banks. They said they couldn’t rule 
out the possibility that Toshiba’s 
U.S. nuclear-power subsidiary, 
Westinghouse Electric Co., would 
fall into negative net worth as a 
result of the write-down.

Toshiba Chief Executive Satoshi 
Tsunakawa became the latest boss 

of the company to bow before the 
cameras after the 2015 scandal, 
which led to a clean sweep of top 
management after the company, 
acknowledged it had padded its 
financial results for years.

“I apologize to shareholders, 
business partners and all stake-
holders for the trouble we have 
caused,” Mr. Tsunakawa said in a 
news conference at the company 
Tokyo headquarters.

 Westinghouse is working on 
several nuclear-reactor projects 
including two in Georgia for power 
utility Southern Co. Westinghouse 
said in January that it had com-
pleted the acquisition of CB&I 
Stone & Webster Inc., a U.S. com-
pany that had been working with 
Westinghouse on the projects, 
from Netherlands-based Chicago 
Bridge & Iron Co.

Mamoru Hatazawa, who heads 
Toshiba’s nuclear plant operating 
unit, said Toshiba and Westing-
house discovered unexpected inef-
ficiencies in the labor force of the 
acquired company. That and other 
factors are driving up costs, he said.

Mr. Tsunakawa, the chief execu-
tive, said write-downs would reach 
hundreds of billions of yen, or a 
few billion dollars. Toshiba said it 
would report the exact amount in 
February when it releases its latest 
quarterly results.

Analysts said further write-
downs were possible and ex-
pressed fears about the nuclear 
business weighing down the com-
pany, which makes everything 
from elevators to electronic de-
vices. Already, Toshiba took a ¥260 
billion impairment charge in its last 
fiscal year when it downgraded the 
book value of Westinghouse.
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risks of developing nations as well 
as individual countries’ economic 
challenges.

“Right now, you’re at the nas-
cent stage of potentially a recovery 
of the globe, and those countries 
won’t recover until late in the cy-
cle,” said Laura Geritz, chief execu-
tive of Rondure Global Advisors, 
a boutique asset manager with a 
focus on developing markets.

At a time when the dollar is 
rallying and commodities boom-
ing, frontier markets are weighed 
down by their heavy weighting in 
banks and other financial shares. 
Among the top five countries in 
the frontier index, economies in 
Argentina and Nigeria are expected 
to contract in 2016, while Pakistan, 
Kuwait and Morocco are expected 
to post subpar growth relative to 
the past decade.

Thanks to the disappointing 
performance, investors pulled 
$840 million in 2016 from frontier-
market funds through Dec. 21, 
according to EPFR Global.

Dramatic currency swings in 
2016 in Nigeria and Egypt also sent 
a shudder among foreign investors. 
The Global X MSCI Nigeria ETF is 
down 39% so far this year. The Afri-
can nation’s decision to devalue its 
currency by nearly 40% and adopt 
restrictions on dollar exports left 
investors with hefty losses.
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Treasury yields rise before last round of 2016 auctions

Alibaba enlists brands to help snuff out knockoffs

Chinese e-commerce giant 
Alibaba Group Hold-
ing Ltd., facing U.S. criti-
cism over the presence 

of counterfeit and pirated goods 
on its online shopping platforms, 
said it would establish an advisory 
board of brands and trade associa-
tions to help protect intellectual 
property.

An Alibaba spokesman said 
Friday that the company would 
work with representatives from 
international brands and smaller 
enterprises in the U.S. and else-
where to help stamp out sellers of 
knockoff goods. It didn’t identify 
the enterprises or representatives 
involved. Board members would 
serve rotating terms and would 
meet for the first time in March, 
the Hangzhou-based firm said.

The move follows a decision 
by the U.S. Trade Representative 
this week to put Alibaba back on 
a register of physical and online 
markets it says are notorious for 
selling fakes. The agency singled 
out Alibaba’s flea-market-style 
Taobao shopping platform, which 
hadn’t made the list since 2011, 
citing rights holders’ complaints 
regarding obstacles to removing 

counterfeit items from the site.
Taobao—which connects indi-

viduals, and small- and medium-
size merchants with buyers—is 
China’s most popular e-com-
merce site. It had 439 million an-
nual active buyers on its China re-
tail marketplaces in the 12 months 
ended Sept. 30, Alibaba said last 
month, up 14% from a year earlier.

Some were skeptical of Aliba-
ba’s pledge to tackle counterfeits, 
and a quick search on Taobao on 
Friday underscored the challenge. 
Items such as imitation Zara leath-
er bags were selling for 118 yuan 
(about $17), and reproductions 
of Donald Trump’s “The Art of 
the Deal” were going for 10 yuan, 
along with other paperbacks.

Up to 80% of the products with 
some form of branding sold on 
Taobao are fake, said Bharat Dube, 
chief executive of Strategic IP Infor-
mation, which works with brands 
such as L’Occitane en Provence to 
remove offending items.

“Alibaba has been paying lip 
service to removing counterfeits 
rather than taking effective steps,” 
said Mr. Dube, who was previously 
global anticounterfeiting chief for 
Cie. Financière Richemont SA, 
whose brands include Cartier and 
Montblanc.

Prices of U.S. Treasury bonds 
pulled back Tuesday as 
investors gird for the last 
round of new government 

debt offerings in 2016.
Higher stocks and crude oil pric-

es reflect investors’ preference for 
riskier assets, also sapping demand 
for haven bonds. The Dow Jones In-
dustrial Average traded near 20,000, 
a level it has never crossed.

The yield on the benchmark 
10-year Treasury note was 2.567%, 
near the highest level in more than 
two years, according to Tradeweb, 
compared with 2.542% Friday. 
Yields rise as bond prices fall. The 
bond market was shut Monday for 
the Christmas holiday.

The Treasury is scheduled to 
sell $26 billion of two-year notes 
at 1 p.m. Tuesday, followed by a 
$34 billion sale of five-year notes 
Wednesday and a $28 billion sale of 
seven-year notes Thursday. A $13 
billion sale of two-year floating-
rate notes is also scheduled for 
Wednesday.

The auctions will be a test of 
demand following the Federal 
Reserve’s interest-rate increase two 

weeks ago. Yields on short-term 
notes, such as the two- and five-
year notes, are highly sensitive to 
the Fed’s interest-rate policy.

Trading is thinner than normal 
due to the holiday season, which 
may exaggerate part of the price 
moves, say analysts. Some traders 
say this condition may also affect 
demand for this week’s auctions 
as some investors may stay on 
the sidelines and wait for the new 
year to make fresh investment 
decisions.

Government bond yields in the 
developed world have been rising 
after falling to their historic lows in 
the summer. The 10-year Treasury 
yield is up more than 1 percentage 
point from its record low set in early 
July. The yield was headed for a 
second consecutive year of gains, 
up from 2.273% at the end of 2015.

LIZA LIN

In Africa, a homegrown 
rival takes on Netflix

CEOs should focus on long term, study says

Should corporate leaders 
focus on short-term gains 
or take the long view?

Adherents of long-term 
management will find potent am-
munition in a new study from a 
pair of management researchers 
who conclude that myopic lead-
ers are hampering businesses by 
failing to invest in innovation and 
risky projects.

What’s more, they say that 
switching to a long-term outlook 
can improve a company’s operat-
ing performance by several meas-

ures—return on assets, operating 
profits, and sales growth—within 
two years.

Simply put, an increased long-
term orientation fosters innovation 
and enhances market value, argue 
authors Caroline Flammer of Bos-
ton University’s Questrom School 
of Business and Pratima Bansal of 
the University of Western Ontario’s 
Ivey Business School. Their paper, 
“Does a Long-Term Orientation 
Create Value?,” is slated to publish 
in a coming issue of the Strategic 
Management Journal.

To determine whether execu-
tives with a long view logged better 

give it an edge. Some of its popu-
lar local titles include: “The Real 
Househelps of Kawangware,” 
“Auntie Boss!” and “Boer Soek 
‘n Vrou,” (Afrikaans for “Farmer 
Looks for a Woman”).

“Africans watch different 
things,” said Bob van Dijk, chief 
executive of Naspers, adding 
that many Africans “don’t have 
credit cards and they don’t have 
bandwidth, [so] we should be 
able to do this better ourselves.”

The scuffle for video-on-de-
mand customers here spotlights 
the increasingly competitive 
environment in which compa-
nies are attempting to lure Afri-
can consumers who have been 
enriched and empowered by 
internet infrastructure upgrades 
and higher wages.

ShowMax advertises heavily, 
with billboards touting the ser-
vice lining the busiest commuter 
streets in Johannesburg. Mean-
while, Netflix’s African service 
is pared down, with popular 
shows like “The Walking Dead” 
unavailable and only seasons 
one and two of its own original 
series “Orange is the New Black” 
available, as the rights were 
previously licensed to other TV 
channels in South Africa, includ-
ing Naspers-owned M-Net.

Netflix announced last month 
it would allow subscribers to 
download shows and movies 
to Apple and Android phones 
and tablets, though many of 
the streaming service’s popular 
shows aren’t available for of-
fline viewing. Subscribers to 
ShowMax have had the option 
to download content rather than 
stream it since last year. That 
allows users to tap networks at 
places like the office and then 
enjoy shows later at home.

“The ability to download is the 
most important thing I think,” 
said Chloe Hackland, who works 
in communications in Johan-
nesburg. She binge-watched 
three seasons of “Brooklyn Nine-
Nine” in one week, and enjoys 
ShowMax’s Afrikaans romantic 
comedy films: “[Netflix], they 
don’t have downloads on eve-
rything. With ShowMax, you can 
download everything.”

performance, researchers identi-
fied 808 shareholder proposals 
on long-term executive compen-
sation between 1997 and 2012, 
and examined the measures that 
passed by a small margin of votes.

The executive compensation 
proposals included awards of re-
stricted stock, restricted stock op-
tions, and long-term incentive plans. 
The researchers measured the ef-
fects of approved proposals during 
the year of passage, one year later, 
and then three years after passage.

The authors set out to study 
companies whose leaders had 
made a clear break with short-
termism. So they zeroed in on chief 
executives who may not have seen 
the changes coming in the form of 
narrowly passed long-term incen-
tive proposals.

The compensation adjustments 
led chief executives to pursue long-
er-term strategies. Following the 
passage of long-term incentives, the 
researchers found that companies 
boosted their efforts to innovate 
and pursue riskier forward-looking 
projects. More specifically, busi-
nesses increased their research and 
development spending, which led 
to surges in the number of patents 
they garnered.

A
frica’s biggest com-
pany is challenging 
the world’s largest 
video-on-demand 
service in the race 

to lure African eyeballs—and 
wallets.

South African media giant 
Naspers Ltd. launched streaming 
service ShowMax across Africa 
last year while sector giant Netf-
lix Inc. did the same in January.

Netflix may have blockbuster 
original content such as “Nar-
cos” and “Unbreakable Kimmy 
Schmidt,” but ShowMax, which is 
available in 45 African countries 
and territories and 28 others to 
serve the continent’s diaspora, is 
hoping its more local flavor will 
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N284bn scam: Jibrin set to 
testify before anti-graft agency

CBN, BDCs, Travelex in talk for another trading day

information that would help the 
investigation initiated by an anti-
graft agency.

Recall that Jibrin had in sepa-
rate petitions to EFCC, Indepen-
dent Corrupt Practices and other 
related Offences (ICPC), Nigeria 
Police and Presidential Commit-
tee on Anti-corruption chaired by 
Itse Sagay, had accused Speaker 
Dogara and three other principal 
officers of N40 billion, N20 billion, 
N30 billion and N284 billion 
budget fraud.

He also accused the Speaker 
of building N2 billion worth 
of house in Abuja within six 
months, laundered N5 billion 
while serving as Chairman House 
Services in the 7th Assembly, and 
collected $5 million bribe from 
a former petroleum minister at 
the house of a Lebanese business 
man in Abuja.

Jibrin in the statement issued 
on Tuesday said: “Ordinarily I will 
not respond to an unrepentant 
fraudster like Hembe but for the 
need not to allow such shameless 
people to mislead the public.

“I returned to the country 
on the invitation of one of the 
anti graft agencies who need 
additional information from me 
as they are finalising investiga-
tion and ready to arraign Hon 
Hembe and few others. I visited 
the agency and provided what 
they required and sign to stand 
witness.

“Hon Hembe is obviously 
aware of this fact and has been 
panicking and running helter-
skelter including trying to get 
the Speaker to intervene and 
save him.

“I travelled peacefully from 
the Nnamdi Azikwe airport Abuja 
and landed at Heathrow airport 
and same on my way back. I also 
enjoyed my stay in London and 
other part of Europe catching 
up with my vast international 
network, delivering lectures and 
granting interviews.

“I have responded to the lame 
allegations and my responses are 
in the public glare,” Jibrin said 
in the statement, in response to 
Hembe’s earlier statement.

he told BusinessDay in a 
chart.

Naira further strength-
ened against the U.S. dollar 
on Tuesday by N7.00k, closing 
at a record high of N478/$, 
about 1.44 percent gain com-
pared to N485/$ traded the 
previous day at the BDC seg-
ment of the market.

The local currency re-
mained stable at the inter-
bank spot market, closing at 
N305.25 per dollar, according 
to the data from the FMDQ.

Naira had on Monday 
firmed against the dollar by 
N10.00 as it closed to a record 
high of N485/$ at the parallel 
market.

Gwadabe said was as a re-
sult of rushing hour for festive 
imports and the expectation 
of increase in dollar liquidity 
by the Central Bank of Nigeria 
(CBN) in the coming year.

 
Last week, Nigerian Nai-

ra appreciated against the 
greenback at the interbank 
foreign exchange market by 
0.04 percent to N315/$.

Facts emerged yesterday that 
the Economic and Finan-
cial Crimes Commission 

(EFCC) had resumed investiga-
tion into allegations bordering 
on N284 billion levelled against 
Yakubu Dogara, speaker, House 
of Representatives, and some 
principal officers.

Herman Hembe, chairman, 
House Committee on Federal 
Capital Territory (FCT), has con-
firmed the return of the embattled 
former chairman, House Com-
mittee on Appropriations, Ab-
dulmumin Jibrin, who embarked 
on self-exile for over two months.

“I understand that the sus-
pended Hon. Abdulmumin Jibrin 
has fled back to Nigeria after report 
of his ownership of five foreign 
accounts in Backlays Bank and 
property located at No. 81, Cots-
wold Gardens, London, NW2, 1PE 
in London was published.

“I wish to remind Jibrin that 
there is no longer hiding place 
for criminals. He fled to UK after 
getting hint that anti-graft agen-
cies in Nigeria were investigating 
him in order to avoid arrest and 
prosecution.

“Now, having realised that 
even in the UK the National Crime 
Agency and the Financial Intel-
ligence Unit have already profiled 
him and may soon open a case 
against him, he quietly sneaked 
back to Nigeria.

“His days of freedom are 
numbered and sooner rather 
than later he will face the full 
wrath of the law,” Hembe told 
Jibrin in the statement obtained 
on Tuesday evening.

In a swift response to Hembe’s 
statement, Jibrin, who confirmed 
his return to Nigeria, disclosed 
that his decision to come back 
to Nigeria was in response to an 
anti-graft agency to testify against 
Herman Hembe and others.

Jibrin, who confirmed this 
via a statement obtained by 
BusinessDay, affirmed that his 
resolve to return to the country 
after over two months sojourn in 
London, was to give additional 

Bu r e a u  D e  C h a n g e 
(BDC) operators are 
in discussion with 

the Central Bank of Nigeria 
(CBN) and Travelex, a global 
currency dealer, for another 
trading day before the New 
Year.

Most market activities 
had closed for the two days 
holiday to mark the Christ-
mas celebration and may 
still close for the New Year 
celebration.

The BDCs had the last 
trading last week where a 
number of operators got 
$8,000 allocation from Trav-
elex, instead of $15,000 they 
used to purchase. The reduc-
tion was as a result of persis-
tent dollar shortage.

Aminu Gwadabe, acting 
president, Association of Bu-
reau De Change Operators 
of Nigeria (ABCON), said 
this would further stem the 
spikes in the foreign exchange 
market. “I therefore urge our 
members to be on the alert,” 
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L-R: Bolaji Balogun, chairman, Lafarge Africa plc; Jide Balogun, CEO, Primrose Development Company; Ladi Balogun 
CEO, First City Monument Bank;  Michael Subomi Balogun, founder, FCMB Group, and his wife, Abimbola Balogun, during 
the Christmas carol organised by Balogun in Ijebu Ode, Ogun State.

However, the naira depre-
ciated at both the Bureau De 
Change and parallel market 
segments by 1.67 percent 
and 2.06 percent to N488/$ 
and N495/$, respectively, 
amid persistent scarcity of the 
greenback.

According to analysts at 
Cowry Asset Management 
Limited, the announcement 
by CBN spokesman revealing 
plans to ensure that the black 
market is totally eliminated 
may have led to the further 
scrambling for dollars during 
last week and the apparent 
depreciation of the Nigerian 
Naira against the US dollars.

Meanwhile, the weekly 
movements in most dated 
forward contracts at the in-
terbank OTC segment im-
plied marginal stability of 
the Naira relative to the US 
greenback amid an increase 
in the foreign exchange re-
serves – external reserves 
increased week-on-week by 
0.84 percent to $25.25 billion 
as of Thursday, 22 December 
2016.

Rivers bitterest rivals sue for reconciliation at Christmas
to move the state and country 
forward.

In a personal Christmas 
message at the Government 
House, Port Harcourt on  the eve 
of Christmas, Governor Wike 
said that unity was needed for 
enhanced  development.

The governor noted that all 
Nigerians should take advantage 
of the spirit of the season to pro-
mote forgiveness, love and peace.

He said: “I use this oppor-
tunity to plead with those who 
may not have achieved what 
they wanted to get, to put aside all 
interests for the sake of Christmas. 
Let us forgive each other and 
move the state forward.

“Let us move Rivers State for-
ward, let us move Nigeria forward, 
that is my personal message this 
Christmas.”

Governor Wike informed that 
the beautification of Port Harcourt 
ahead of the Christmas was aimed 
putting the people in the right 
frame of mind for the celebration 
of the birth of Jesus Christ.

He said: “This is a period 

Leaders of the two bitter-
est groups in Rivers State 
sued for reconciliation on 

Christmas day, but they seem to 
stockpile venoms for continued 
verbal and other wars ahead.

The People’s Democratic 
Party (PDP) in the state led by the 
governor, Nyesom Wike, urged 
Rivers people to seek reconcili-
ation like Christ, but he followed 
this up by saying nobody could 
bring down his government be-
cause it was rooted in God.

His bitter rival, Magnus Abe, 
now a senator from the De-
cember 10, 2016 reruns, has 
also called for reconciliation 
and peace, but his party, the All 
Progressives Party (APC), has 
ceaselessly accused the governor 
of being behind violence and kill-
ings in the state.

As most persons call for rec-
onciliation of the political class, 
Gov Wike joined the call, urging 
for reconciliation amongst Rivers 
and Nigerian political leaders 

we should not continue to an-
tagonise ourselves or destroy 
ourselves  because  of  selfish  
interests. 

On his own, Abe called for 
unity among Rivers people to-
wards the progress and stability of 
the state. In a Christmas goodwill 
message, Abe said it was hoped 
that insecurity and violence that 
characterised 2016 would be a 
thing of the past in 2017.

 He urged those who foment 
trouble to sheath their sword 
and embrace peace in the over-
all interest of the state. “I want 
to appeal to all Rivers men and 
women that we come together, 
work together for peace, security 
and stability of our state. I’m sure 
it is the intention of Rivers people 
that they need to see change in 
the way politics is conducted in 
Rivers State.”

The former Secretary to Rivers 
State government commended 
the people of Rivers South East for 
voting for him, assuring them that 
by the grace of God that their hope 
will not be dashed.

IGNATIUS CHUKWU

HOPE MOSES-ASHIKE

West Africa now has its own 
blockchain-enabled digital currency

(link in French), according to a 
statement.

The eCFA has been designed 
to work with existing mobile 
money platforms like MPesa, 
which have themselves been 
revolutionary for the millions 
of unbanked Africans. The e-
currency will be produced with 
technology created by eCur-
rency Mint Limited, a company 
that enables central banks to 
create their own digital fiat cur-
rency, designed to be circulated 
alongside paper money as legal 
tender.

Just like paper money has a 
watermark, serial number and 
governor’s signature, these se-
curity features can be translated 
to a digital currency, explained 
Jonathan Dharmapalan, found-
er and CEO eCurrency Mint.

“By layering these together 
and binding them into a single 

instrument you have essentially 
created a central bank-issued 
digital currency,” Dharmapalan 
told a room at the Alliance for Fi-
nancial Inclusion Global Policy 
Forum in the Mozambican capi-
tal Maputo in 2015.

The physical technology 
behind the currency is a digital 
currency production engine. In 
Dharmapalan’s presentation, 
the engine was a pyramidal 
structure with a tiny slot at the 
top. Each central bank will have 
their own engine, locked in a 
vault and kept offline. It will 
only be operational when the 
central bank wants to use it, he 
explained.

The advantages represented 
by the new technology have 
been tempered by a lack of clar-
ity on how exactly the system will 
work. Skeptics say it’s unclear 
what kind of distributed ledger—

KEHINDE AKINTOLA , Abuja

the foundation of blockchain 
technology—the new currency 
will use, which could introduce 
a host of unforeseen regulatory 
and distribution issues for the 
West African regional bank.

Tunisia became the first 
African nation to use block-
chain technology to digitize its 
currency, launching the eDinar 
earlier this year. Last year, Ec-
uador launched the first state-
sponsored e-currency in the 
world.

Central banks around the 
world have kept an eye on the 
disruptive technology of cryp-
tocurrencies. On the one hand, 
they’re excited about the dis-
tributed ledger innovation that 
allows the secure transfer of 
information, without a third 
party, according to a 2015 report 
released by the Bank for Inter-
national Settlements (PDF), 

S
enegal will soon begin 
using a digital curren-
cy, ushering in the use 
of blockchain technol-
ogy by the central bank. 

It is another opportunity for 
financial technology (fintech) to 
help emerging markets leapfrog 
traditional banking systems and 
bring financial inclusion to more 
people, Quartz Africa reports.

If the Senegal rollout is suc-
cessful, the currency will be 
used in most of Francophone 
West Africa Cote d’Ivoire, Be-
nin, Burkina Faso, Mali, Niger, 
Togo and Lusophone Guinea 
Bissau. Known as the eCFA, it is 
designed to operate alongside 
the CFA, the West African Franc.

The eCFA will be issued by 
the regional bank Banque Régio-
nale de Marché and will be used 
by countries in the West African 
Economic and Monetary Union 

… but Wike, Abe may still stockpile venoms
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A
s more oil majors move 
operations into deep 
waters and offshore oil 
production surpasses 
joint venture arrange-

ment, Nigeria’s crude oil earnings 
will be impacted negatively, un-
less Production Sharing Contracts 
(PSCs) fiscal terms are addressed 
as a matter of necessity.

 A report released by the Nigeria 
Extractive Industries Transparency 
Initiative (NEITI) on December 21, 
states that production from PSCs 
consistently outstripped that from 
Joint Ventures (JVs) between Janu-
ary 2015 and September 2016.

 “Production from PSCs has 
been relatively stable- between 25 
million and 28.7 million barrels 
per month. On the other hand, 
production from JVs has fluctu-

Nigeria’s revenue at risk as more oil majors shift to deep water
ated a great deal- between 14.4 
million and 24.2 million barrels per 
month,” the report states.

 NEITI says militancy and di-
vestment of federation equity in 
some Oil Mining Leases (OMLs), 
notably from Nigerian Agip Oil 
Company (NAOC) and Shell Pe-
troleum Development Company 
(SPDC) JVs from which NNPC 
lifted crude oil on behalf of the 
Nigerian Petroleum Development 
Company (NPDC) instead of Fed-
eration Account, has significantly 
reduced NNPC’s JV production.

 The report states that PSCs con-
tributed between 40 per cent and 
53 per cent of total crude oil pro-
duction. JV’s contribution ranged 
between 27 per cent and 35 per 
cent, while Alternative Financing’s 
(AF) contribution was between 11 
and 18 per cent. 

NPDC’s contribution was be-

tween 2 per cent and 7 per cent, 
while marginal fields contributed 
between  percent and 7 percent. 
Thus, for some months (May – 
September, 2016), production from 
PSCs outstripped total production 
from all the other production ar-
rangements combined.

 The revenue implication for 
Nigeria, is that government’s take 
will fall further, as it exits the JVs 
and retains unfavourable PSCs 
terms which give the bulk of crude 
earnings to IOCs who assume pro-
duction risk in deep waters.

 Under Nigeria’s PSCs terms, the 
Federal Government owns conces-
sion areas through the NNPC but 
the operator has funding obliga-
tions for cost of exploration, drilling, 
development and production, if it 
finds oil in commercial quantity.

 Royalty applicable to PSCs range 
from zero for the deep offshore 

R-L: Heineken Lokpobiri, minister of state for agriculture; Dele Faseemo, divisional head, project and development finance, Heritage 
Bank plc, and Ashin Samtani, chairman, Triton Group, during a tour at Triton Aqua Africa Farm sites, at Gambari Town in Oyo State.

Jump in reserves, oil price seen to close Nigeria’s...
Continued  from page 1

Drug scarcity hits Nigeria’s healthcare...
Continued  from page 1

ria,” Tosin Ojo, Head of research 
at investment firm, Cardinal Stone 
Partners Limited said.

“One step in the right direction 
has been proposed in the ten-point 
economic agenda released two weeks 
ago – which is to remove the currency 
control on the 41 ban list and make 
use of fiscal control measures. This 

should be implemented speedily. In 
addition, we need to scrap conces-
sional rates to different sectors – while 
this may lead to some inflationary 
pressure, the damage of fragmenting 
the country’s exchange rate is doing 
far greater harm,” Ojo said.

 Africa’s biggest economy is facing 
its first recession in 25 years.

The economic crisis has kept the 
naira under pressure against the dol-

pharmaceuticals (18 in all) that 
the country is producing in sufficient 
quantities to meet local needs,” Ade-
wole said.

Experts see this ban as the key 
cause of the drug scarcity being ex-
perienced in medicine stores across 
the country.

“Of course, there is scarcity of 
medicines. Can our pharma compa-
nies produce all the nation needs? No. 
Why then do our leaders put the cart 
before the horse all the time? Should 
products be banned before we devel-
op capacity to produce locally? Why 
can’t a plan be put in place first? Why 
toy with the health of the citizenry? Is 
it because we have no real statistics on 
cause of deaths?” asked a pharmacist.

 “Let me focus on availability of 
controlled or scarce drugs. They are 
produced to fill a gap. They are needed 
for instance, for pain in sickle cell pa-

tients, the terminally ill, post-surgery, 
accidents and more. Pharmacists 
cannot get them. People continue to 
suffer. As  professionals, we know the 
rules. Enforce them but make neces-
sary medicines easily available,” the 
pharmacist complained.

 A community pharmacist based 
in southern Nigeria, said medicines 
imported from developed countries, 
which are not manufactured locally 
at all, or which are manufactured but 
in insufficient quantities, should be 
allowed into the country, with neces-
sary controls.

 “The process must be controlled 
yet efficient. It is possible to have 
this, as seen in many countries. Phar-
macists are drug experts. As long as 
they have the relevant documents, 
they should be allowed to import 
necessary pharmaceuticals, so pa-
tients do not continue to suffer,” the 
pharmacist said.

“These last few months have been 

harrowing for many patients, and it 
has also been very difficult as a com-
munity pharmacist, to explain to our 
customers that we cannot get them 
the medications they desperately 
need to stay healthy,” he added.

But Iyke Onyechi, founder and 
Managing Director, Alpha Phar-
macy, lamented that beyond the 
restriction, pharmacists cannot also 
find funds to import drugs, on ac-
count to  of dollar scarcity and banks’ 
reluctance to give loans now.

 “We cannot get money to bring 
drugs in.  No bank is even discussing 
any form of loan, whether short-term 
or long-term. We cannot source 
loans to bring in the needed drugs. 
The ones we bought on credit, we 
cannot pay for, because dollars are 
not readily available and the ex-
change rate is high.”

 “Even in the black market, it is 
not available and sadly, scarcity can 
open an avenue for counterfeiters, 
which should not be so,” Onyechi 
says, and further adds “It is very 

depressing; it is taking everyone 
by surprise. The government and 
banks should know what to do, they 
can help to consult internationally 
and locally, to know how to borrow 
money to help ease this burden. 

“People should be encouraged 
to invest in the drug manufacturing 
sector. As a nation, we do not have 
enough items that can be exported 
to the world market. Money has to be 
pumped into the economy; there is no 
way we can survive like this,”  he said.

 Olabisi Oyeleye, MD/CEO, Phar-
ma Solutions Limited, confirmed the 
struggle to get funds to import drugs 
which many pharmacy stores are 
going through.  

“I do not have a scanty shelf and 
I do not have a problem with any of 
our stock. Apart from routine drugs, 
we also do highly specialised drugs, 
so we do not have a problem with 
any of our stocks. Importation has 
been a little bit of  achallenge. The 
exchange rate has changed and 
since it has changed, definitely, the 

prices of drugs have changed too. I 
however appeal to the government 
to enable us access foreign exchange 
through the banks, so it is easier for 
everybody,” she said.

A woman who regularly buys im-
ported supplements for her severely 
autistic twins was deeply saddened at 
the extreme scarcity of the products. 
She said she is helpless watching her 
children suffer every day from in-
somnia, hyperactivity, and a gradual 
decline of their behavioural progress.

Recently, the Pharmaceutical 
Society of Nigeria (PSN), in a com-
muniqué, signed by the president, 
Ahmed Yakasai, and national sec-
retary, Gbolagade Iyiola, requested 
that the government should make 
available for them, on preferential 
basis, foreign exchange from the 
official market for pharmaceutical 
products which are scarce yet vital 
and lifesaving.

 NAFDAC officials did to respond 
to calls to make comments on the 
restrictions placed on certain drugs.

ISAAC ANYAOGU

…  PSCs terms hurt more as offshore production surpasses JVs

lar, and the Central Bank of Nigeria 
(CBN) has struggled to support the 
local currency as foreign investors bail 
on the unorthodox policies being pur-
sued by the Nigerian Government.

 The CBN’s gross dollar reserves 
which are down 15 percent in the 
past year, stood at $25.04 billion as 
at Dec 15, 2016 and are now up to a 
four month high of $25.36bn.

 It is unclear if the recent reserve 
accretion will be sustained but 
analysts believe that the rise in in-

ternational oil prices and the healthy 
jump in production volumes offer 
Nigeria a chance to close the multiple 
exchange windows and bring some 
flexibility to the market.

The International Monetary Fund 
(IMF) estimates that net inflows 
into reserves from foreign exchange 
swaps were in the region of $4.8 bil-
lion in 2014 and 2015, meaning the 
CBN net reserve position is much 
lower than the gross levels.

Investors have been advocating 
more reforms in Nigeria.

“No investor we spoke to will put 
money into Nigeria, unless it copies 
the currency reform story that Egypt 
and Russia have both done,” Charles 
Robertson, global Chief Economist at 
Investment firm, Renaissance Capi-
tal, said in a recent note to investors.

 “Among 13 sub Saharan Africa 
(SSA) credits, we saw six suffer sov-
ereign rating downgrades in 2016, we 
expect just Angola to be downgraded 
in 2017 and Nigeria too, if it does not 
move on the FX.”

The splintering of the FX market 
and collapse in liquidity at the in-
terbank market have led to market 
failure and a build up of backlogs of 
FX demand. 

Nigeria’s Central Bank on Mon-
day asked banks to submit bids for 
a “special currency auction” to clear 
the backlog of matured outstanding 
dollar obligations for selected sectors 
of the economy.

The CBN instructed commercial 
lenders to submit backlog dollar de-

mand from fuel importers, airlines, raw 
materials and machinery for manufac-
turing firms and agricultural chemicals.

Analysts however say adhoc 
interventions in the FX markets will 
not boost confidence and improve 
dollar liquidity.

 For many years, Nigeria had just 
two rates, the interbank FX rate and 
the black-market rate which closely 
tracked it. The black market rate 
started to diverge from the interbank 
rate in mid 2015 as the collapse in the 
price of oil that makes up 95 percent 
of Nigeria’s exports accelerated. 

More rates/FX segments were 
then created once the new President, 
Muhammadu Buhari took over and 
signaled his intention to control the 
exchange rate, rather than let market 
forces send it lower.

The different rates highlight or 
call to question if the country is truly 
operating a flexible FX regime or a 
managed float, according to Abiodun 
Keripe, Head of Research and Strategy 
at Elixir Investment Partners Limited.

“While the need to have different 
rates for some sectors or markets is 
understandable or can be pardoned 
from an economic or social point of 
view, others are more contentious. 
For instance, having a different rate 
for pilgrimage. Getting out of this 
mess would mean having a fully flex-
ible currency market, where prices 
are determined by demand and sup-
ply forces. Another way out would be 
to boost non-crude export earnings 
and remittances from the Diaspora.”

fields to a high of 16.67% for water 
depth up to 200 meters but the irony 
is that oil majors have been finding 
crude in deep waters with depths 
over 1,200 meters which means zero 
royalty to government.

 “Considering the fact that these 
rates regulate deep water drilling, it 
was not particularly prudent on Ni-
geria’s part to have based the royal-
ty rates on drilling depth, ignoring 
indices like production levels, and 
oil prices. Even more alarming is 
the fact that deep offshore reserves 
are more prolific than land based 
reserves,” said Olufola Wusu an oil 
and gas lawyer based in Lagos.

 Bonga, Nigeria’s first deep-
water oil field started production 
in 2005 with about 200,000 barrels 
per day capacity at depths of more 
than 1,000m which means that 
Nigeria has not benefited much 
from this field, based on the PSC 
model which guides the operation 
of the field.

 This also applies to the   Erha 

deep-water development, in-
cluding the Erha field and Erha 
North satellite field, which 
was completed in 2006.The 
fields are located approximately 
97km offshore Nigeria, in water 
depths ranging from 1,000m to 
1,200m.

 The effect of militancy on oil and 
gas infrastructure in the Niger Delta 
and the uncertainties associated 
with joint venture cash-call funding 
are forcing more operators to move 
into deep waters, where govern-
ments take is low, on account of  
poorly thought-out fiscal terms.

 “Government will be wise to 
hasten work on fiscal reforms 
which will make it a little bit ben-
eficial to it,” says Wunmi Illedare,

 Illedare further says, “Gov-
ernment having zero per cent 
royalty on deep water production 
of 1,000m will decrease direct rev-
enues to the government, it will be 
wise to put in place cost manage-
ment strategies,” he said.



The relentless 
march of tech 
disruption

I
n the past year, technology and 
sharing economy start-ups 
have continued their disrup-
tion of traditional industries 
- from Uber and other ride 

hailers’ shake-up of the taxi market 
to Airbnb’s myriad alternatives to 
conventional hotel stays.

But which will be the next busi-
nesses to be challenged by further 
digitisation and automation? FT cor-
respondents have looked ahead five 
to 10 years to identify those industry 
sectors and companies set to shrink 
- or disappear completely - as tech 
disruption marches on.

Here are their next five nomina-
tions for industries under threat.

Tui is the world’s largest tour 
operator, running high street travel 
agencies under the Thomson and 
First Choice brands. But its chief 
executive Fritz Joussen says the “end 
game” is to morph into a different 
kind of business - less reliant on 
selling package holidays and more 
focused on owning and operating 
hotels and cruise ships.

“We have today about 30 per cent 
to 35 per cent of profit contribution 
from hotels and cruises,” he says. “In 
three years, I would say we will be 
way above 50 per cent. We are really 
transforming the company.”

The changes at Tui reflect broader 
shifts in the industry. Traditional 

Like cats in popular folk 
wisdom, globalisation ap-
pears to have many lives. 
The integration of markets 

in goods, services and capital that 
accelerated in the 1990s with the 
fall of communism and the rise of 
China has been written off many 
times, notably during the global 
financial crisis. Yet it has survived.

This past year, its obituarists 
have had more material to work 
with than usual. The stalling of a 
number of high-profile trade deals 
has had the pre-emptive mourn-
ers out in force arguing that the 
engine of liberalisation has failed. 
Feeble growth in worldwide goods 
trade relative to the expansion of 
the global economy has raised 

bricks-and-mortar agencies have 
been in decline for years, as travellers 
become more comfortable booking 
trips through online outlets such as 
Expedia.

According to the US Bureau of 
Labor Statistics, the number of travel 
agents in the US fell from 132,000 
in 1990, to 74,000 in 2014. It has 
predicted it will fall another 12 per 
cent by 2024.

Thomas Cook, one of the UK’s 
largest tour operators, needed a 
£200m loan in 2011 to tackle a cash 
crisis that had jeopardised its surviv-
al. Since then, it has closed hundreds 
of high street stores and plans to shut 
more if they are unprofitable. It has 
shifted towards selling travel deals 
online and creating trips through 
its own airline fleet and hotels. Last 
year, it returned to profit for the first 
time in five years.

Henry Harteveldt, founder of 
Atmosphere Research, says travel 
agencies will not wither away com-
pletely, but do need to change. 
“The ones that survive will be true 
experts,” he says. “They could be 
used to book a significant trip - a 
honeymoon, a significant family 
getaway, or a complex journey like 
planning a safari.”

Some customers still want face-
to-face contact with travel agents. Re-
search conducted by the Association 
of British Travel Agents suggested 
that most travellers book online. 

fears that protectionism has taken 
its toll. And the election of Donald 
Trump, with his tirades against 
Chinese imports stealing jobs, 
and the appointment of China 
trade hawks like Peter Navarro to 
his administration, suggests that 
the era of liberalised trade is over.

Of these worries, only the last 
is convincing. Even allowing for 
the fact that rhetoric on the US 
presidential campaign trail tends 
to be far more blood-curdling than 
subsequent actions when in office, 
Mr Trump’s zero-sum worldview 
is deeply troubling.

A number of large trade pacts - 
usually dubbed “free-trade agree-
ments” whether or not they suc-
ceed in liberalising commerce 

US workplace safety crackdown in doubt

In a New Orleans courtroom 
next month, a jury will begin 
hearing testimony on the 
deaths of three men who were 

killed in a 2012 explosion aboard an 
oil platform in the Gulf of Mexico. 
Supervisors on the Black Elk En-
ergy drilling rig face a variety of 
charges, but prosecutors’ most 
powerful weapon is an unlikely 
one: environmental law.

The US Department of Justice, 
under a year-old Obama admin-
istration initiative, has been com-
bating workplace safety violations 
using laws designed to protect the 
nation’s air and water.

The reason is straightforward: 
tougher punishments. Under the 
Occupational Health and Safety 
Act, the principal workplace safety 
law, actions that cause employee 
deaths are misdemeanours, sub-
ject to a maximum fine of $10,000 
and six months in jail.

But environmental crimes such 
as knowingly endangering human 
life by mishandling hazardous 
waste are felonies punishable by 
up to 15 years behind bars, even if 
they involve no fatalities.

“There’s no question we intend 
to do more criminal prosecutions 
in worker safety than we ever have 
before,” said John Cruden, assistant 
attorney-general for the environ-
ment and natural resources. “We’re 
at the opening moments of this.”

The question is whether the 
Black Elk case is a sign of more to 
come or an enforcement approach 
that will expire with the Obama ad-
ministration. This week, President 
Barack Obama sought to shore up 
his environmental legacy by de-
claring Arctic waters “indefinitely” 

off-limits for drilling for oil and gas.
President-elect Donald Trump 

has criticised environmental regu-
lations for their inhibiting effect 
on business, prompting some 
environmental lawyers to eye the 
exits at the DoJ.

“ E n f o rc e m e n t  p r i o r i t i e s 
change,” said Barak Cohen, a for-
mer US prosecutor who is at Per-
kins Coie, a law firm. “In the Trump 
administration, environmental 
criminal enforcement may not be 
as important as other areas.”

The worker protection strategy, 
in particular, could be vulnerable. 
A year ago, deputy attorney-general 
Sally Yates sent a memo to all 93 US 
attorneys encouraging them to use 
environmental statutes to target 
unsafe workplace practices, which 
are blamed for 13 worker deaths 
each day.

Under an agreement with the 
Department of Labor, the DoJ 
shifted responsibility for prosecut-
ing such cases from its criminal 
fraud unit to its nearly 450-attorney 
environment division.

Senator Jeff  Sessions, Mr 
Trump’s nominee for attorney-
general, has been an advocate 
of tough penalties for corporate 
crime as a member of the Senate 
judiciary committee. But he also 
favours interpreting laws narrowly 
rather than developing novel legal 
strategies.

In the case of environmental 
law, that is likely to mean safe-
guarding air, water and health, not 
punishing unsafe labour practices.

“I think the department would 
not pursue cases that stretch the 
envelope and push the boundar-
ies,” said Roger Marzulla, a lawyer 
who established the environ-
mental crimes unit as a Reagan 

administration DoJ official in 1987. 
“Stretching them to apply to work-
place situations is, in most cases, 
going to go beyond what Congress 
had in mind.”

In the Black Elk case, three 
workers were killed on November 
16 2012 when supervisors working 
for the oil producer’s contractors 
failed to follow proper procedures 
during a welding operation, ac-
cording to an indictment. The men 
died when oil tank vapours ignited, 
triggering a series of explosions 
eight miles off the Louisiana coast 
and sending 500 barrels of burning 
oil into the gulf.

“It’s almost the wild, wild west 
on these platforms,” said Deborah 
Harris, head of the DoJ’s environ-
mental crimes section. 
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Riyadh speeds reforms with energy price rises

UK’s care crisis demands an all-party approach

S
audi Arabia will gradually 
link domestic energy pric-
es to international bench-
marks over the next few 
years, as it seeks to deepen 

economic reform and balance its 
budget by the end of the decade.

At a press conference to an-

nounced the budget for 2017, Kha-
lid al-Falih, energy minister, said 
poorer Saudis hit hard by the end of 
subsidies on utilities and fuel would 
be compensated with monthly cash 
deposits.

The domestic price rises will 
come after an initial round of sub-
sidy reforms was announced a 
year ago. Along with a cut in public 

sector allowances, the measures 
have eased fiscal strain and allowed 
Riyadh to trim state expenditure by 
a quarter in two years.

However, amid the rising cost of 
living, the subsidy cuts have been 
unpopular with many citizens, rais-
ing questions over the prospects for 
wider reform measures.

The aim is for a 31 per cent rise in 

revenues in 2017 to cut the budget 
deficit to 198bn riyals ($53bn), from 
SR297bn in 2016 and the record 
SR366bn last year. Projections 
assume oil prices of $50 a barrel, 
which is higher than for most of 
this year but lower than the current 
price.

Mr Falih said he expected a fur-
ther recovery in oil prices next year. 

After his comments international 
Brent crude rose 66 cents to $55.11 a 
barrel in afternoon trading. Saudi oil 
revenues are set to rise to SR480bn 
next year, 46 per cent higher than 
envisioned last year.

Riyadh issued SR200bn of local 
and international debt during 2016, 
including a debut international 
$17.5bn bond. 

Continued from page A1

The crisis threatening to 
overwhelm Britain’s so-
cial care system has been 
years in the making. As 

in much of the developed world, 
demographic pressures make it 
imperative to devote more re-
sources to care of the elderly. But 
cross-party talks on how to pay for 
it have repeatedly collapsed in dis-
cord. Meanwhile, the government’s 
austerity drive has put impossible 
pressures on the budgets of the lo-
cal authorities responsible for the 
most vulnerable.

The result is that while more and 
more people are in need of care, 
fewer are receiving help from coun-
cils forced by financial pressure to 
tighten eligibility criteria. There are 
growing concerns over the quality - 
and even the basic safety - of care in 
some residential homes. There are 
also serious knock-on effects for the 
National Health Service, with hos-
pitals unable to discharge patients 
who cannot look after themselves 
at home. Most local authorities 
feel unable to invest in services that 
could prevent injuries and allow 
people to live independently for 
longer - to their own benefit and 
that of taxpayers.

It will take more than money to 
make the system sustainable, but 
there is an urgent need for cash 
to prevent a disastrous failure of 
services. The government’s belated 
recognition of this reality is wel-
come; but its response of allowing 
councils to accelerate increases 
in council tax that were already 
planned is entirely inadequate.

First, the extra £900m the mea-
sures will make available will barely 
cover the costs of a rising minimum 
wage, let alone plugging a funding 
gap estimated at £2.6bn. It is also 
the wrong approach in principle. 
Council tax is highly regressive, so 
the increase will hit many of the 
people Theresa May’s government 
most wishes to help. It will not, 
however, generate additional funds 
where they are most needed. The 
richest councils are able to raise 
almost three times as much as the 
poorest, although the latter tend to 
have more residents who qualify for 
support. The government is divert-
ing £240m of existing local authority 
funding to redress disparities: that 
will not go far.

This amounts to using one of the 
creakiest bits of the tax system to pa-
per over a fundamental long-term 

problem. It may allow ministers to 
shift the blame for cuts in services 
on to local authorities. But it adds to 
the incoherence of a policy towards 
older people that leaves their care 
dangerously underfunded, while 
ploughing money into vote-win-
ning perks such as free bus passes, 
and maintaining the unsustainable 
“triple lock” on pensions. Moreover, 
the result is to exacerbate the strains 
on the NHS. This will surely have 
political repercussions.

Everyone acknowledges the 
need to find a long-term solution. 
Indeed, much of the preparatory 
work has been done, with reviews 
led by the economists Andrew Dil-
not and Kate Barker.

Part of the answer lies in better 
integration of medical and social 
care, with a single budget for both. 
The current division makes no 
sense: increasing numbers suffer 
from chronic, long-term conditions 
and the support they receive should 
depend on need, not on arbitrary 
bureaucratic distinctions. There 
must also be incentives for people 
to save towards the cost of care, 
since in most cases, the financial 
burden now falls on individuals and 
their families. 

Japan has made encourag-
ing women to work the cen-
trepiece of its 2017 budget 
with a sweeping reform to 

tax deductions for a dependent 
spouse.

Vowing to resolve labour short-
ages in the ageing society through 
a “drastic change” of social at-
titudes, the finance ministry has 
raised the amount a dependent 
spouse can earn from ¥1.03m to 
¥1.5m ($12,750).

Yesterday’s change is meant 
to spur more working hours from 
people who deliberately limit their 
annual incomes to ¥1.03m so their 
main-earner spouse can claim 
them as a dependant and receive 
a generous tax deduction.

Shinzo Abe, prime minister, 
hopes to keep the economy grow-
ing by encouraging greater partici-
pation in the labour market. But 
the change also highlights the fact 
that many of his “womenomics” 
reforms help women into low-paid 
part-time jobs rather than making 
it easier to sustain a career.

Mr Abe shied away from pro-
posals to scrap the deduction 
for dependants. The change will 
be paid for by withdrawing the 
deduction from those who earn 
more than ¥12.2m, resulting in 
a significant tax rise on higher-
income households.

In what is being seen as a 
steady-as-she-goes budget for 
the fiscal year starting in April, 
planned expenditure is set to rise 
0.9 per cent with little change 
forecast in revenues.

Takahiro Tsuda, at the finance 
ministry’s budget bureau, said 
tackling Japan’s mountain of debt 
remained a medium-term prior-
ity. “At the same time we have no 
intention to compromise growth 
momentum with fiscal consoli-
dation.”
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- have failed in recent years. But 
2016 was notable for two particu-
larly large ones hitting the buffers 
- the Transatlantic Trade and 
Investment Partnership (TTIP), 
involving the US and EU, and the 
Trans-Pacific Partnership (TPP) of 
12 Asia-Pacific economies. More-
over, the trade world was treated to 
some comic relief late in the year 
when the smaller pact between the 
EU and Canada was held up for a 
while by obstreperous Walloons, 
the government of Belgium’s 
francophone region objecting to 
various provisions therein.

That said, none of this was 
wildly surprising. TTIP, predict-
ably for a large multi-stranded 
deal between two trading blocs 
used to acting as hegemons, has 
struggled since its launch. The TPP 
was opposed by both presidential 
candidates, even though Hill-
ary Clinton had been intimately 
involved in its negotiation. It was 
always going to face an uphill 
passage through Congress. Under 
the radar, however, the EU moved 
closer to a deal with Japan, two of 
the world’s largest trading powers 
quietly getting on with business.

As for the decline in the growth 
of trade relative to gross domestic 
product, it seems more likely to be 
related to changes in the structure 
of supply chains than to protec-
tionism. Previously disaggregated 
production lines are being pulled 
inside single economies, notably 
China.

The underlying forces against 
globalisation are often overstated. 
But Mr Trump’s election could 
change everything. Armed with 
a view of the world where China’s 
gain is America’s loss, and the 
powers available to any US presi-
dent to tear up trade treaties and 
impose emergency tariffs, Mr 
Trump could do serious damage 
within a relatively short space of 
time.

He has already appointed two 
instinctive protectionists itching 
for trade confrontation with Chi-
na, Wilbur Ross and Mr Navarro, 
to his trade team. 

Theresa May

SIMEON KERR

ROBIN HARDING



Apple-Nokia patent 
dispute highlights 
the case for trolls
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G
oogle and Apple are the 
most valuable compa-
nies in the world, and 
undoubted winners 
from the smartphone 

boom. In their wake lies Nokia’s 
handset business, which was sold 
to Microsoft and later wound down.

But, when it comes to defending 
themselves against the arsenal of 
patents Nokia built up in its years at 
the top, the US tech heavyweights 
want the world to view them as vic-
tims of unfair and anti-competitive 
behaviour.

That rather delicious irony 
emerged this week, as Apple filed 
a private antitrust suit against two 
companies that have acted as en-
forcers of Nokia’s patent portfolio. 
Apple claimed that Nokia was taking 
advantage of a legal system that is 
ripe for abuse by carving up its pat-
ent holdings and passing them on to 
specialist firms. In the heated rhetoric 
of the intellectual property industry, 
Nokia had become that most detested 
of animals: a patent “troll”.

Google took aim at the same 
arrangement in a complaint to Eu-

Competition between 
traditional retailers and 
discounters “seems to 
have reached an equi-

librium” as three years of price 
wars have made consumers 
numb to the promotions, said 
Macquarie. That points to in-
creased media budgets in the 
consumer goods sector, which 
accounts for 30 per cent of UK ad 
spend, the broker forecast.

Macquarie put a 220p target 
on ITV, which gained 1.9 per cent 
to 203.8p.

A thin-volume rally lifted the 
FTSE 100 to within 40 points of 
its record high, with the index 
up 0.3 per cent or 22.26 points 
at 7,063.68.

Fewer than 800m blue-chip 
shares had changed hands across 
the main exchanges by the close, 
the lowest daily total for the year.

Mining was the worst-per-
forming sector as copper prices 
fell to one-month lows, weighed 
down by a stronger dollar and by 
Chinese data showing imports 
of copper, nickel and zinc fell 
by double-digit percentages last 
month. BHP Billiton was 1.6 per 
cent weaker at £12.71, Rio Tinto 
fell 1 per cent to £30.81 and An-

DeepMind signs second NHS health app deal

ropean regulators four years ago. It 
accused the Finnish company and 
Microsoft of “colluding” to raise 
smartphone prices and sidestep pat-
ent concessions that are essential to 
the smooth running of tech markets.

Today, it is tempting to view all 
of this as a battle involving deep-
pocketed companies that are more 
than capable of taking care of them-
selves. But it has thrown a spotlight 
on an important question for the tech 
industry at large.

At issue are “patent assertion enti-
ties” - specialised companies set up to 
buy and enforce IP rights. According 
to critics, these mercenaries feel no 
qualms about abusing a shaky legal 
system to demand excessive royalties, 
upsetting a delicate balance in the 
tech world between inventors and 
the companies that gain from their 
inventions.

Some aspects of the patent enforc-
ers are more obnoxious than others. In 
a recent study, the US Federal Trade 
Commission generally approved 
of what it termed “portfolio PAEs” - 
companies that buy large bundles of 
patents - as they provide a useful eco-
nomic function, and more than half of 
them share profits with the inventors.

glo American faded 0.7 per cent 
to £11.26.

But Centamin, the Egyptian 
gold miner, was pushed 5.4 per 
cent higher to 130.4p amid vague 
talk it might be a takeover target. 
Dealers speculated about poten-
tial interest from one of the gold 
majors or from China.

Centamin trades at a discount 
to sector peers in part because of 
a long-running legal case chal-
lenging the validity of its mining 
licence. The group is expected to 
deliver sector-leading production 
growth of about 30 per cent over 
the next few years as investment 
winds down at its Sukari site, in 
Egypt’s Eastern Desert, and was 
sitting on cash and equivalents 
of $388m at the end of September 
versus a current market value of 
$1.8bn.

Shire edged 0.1 per cent higher 
to £45.63 even after Roche deliv-
ered positive late-stage trial data 
for its experimental haemophilia 
medicine, Emicizumab, which is 
a potential competitor to Shire’s 
Feiba injection. However, limited 
new information on the drug’s 
safety meant analysts were play-
ing down the risk to Shire’s wider 
haemophilia franchise, which 
provides about a quarter of group 
revenue.

DeepMind, the Lon-
don-based artificial 
intelligence com-
pany, has signed 

a partnership with a second 
National Health Service medi-
cal trust, in a significant step 
towards its ambition of saving 
lives by digitising NHS ser-
vices across the country.

The five-year arrangement 
with the Imperial College 
Healthcare NHS Trust could 
allow DeepMind to process 
the medical data of up to 1m 
patients across the trust’s five 
hospitals - including St Mary’s 
and Charing Cross in London 
- through a mobile app.

This is the Google-owned 
company’s second NHS part-

nership for clinical apps, fol-
lowing a similar partnership 
announced last month with 
the Royal Free London NHS 
Foundation Trust, which cov-
ers another 1.6m patients.

“We see huge potential 
for positive social impact 
in health, and it’s hard to 
imagine a more important 
use for world-class technol-
ogy,” said Mustafa Suley-
man, head of DeepMind 
Health and the company’s 
co-founder.

The Streams app, launch-
ing early next year, will trig-
ger mobile alerts when a 
patient’s vital signs or blood 
results are flagged by an al-
gorithm as abnormal. 

It will be used for life-
threatening conditions such 

as acute kidney injury and, 
in the future, sepsis, liver 
dysfunction and general 
organ failure.

“Like breaking news alerts 
on a mobile phone, the tech-
nology will notify nurses and 
doctors immediately when 
test results show a patient is 
at risk of becoming seriously 
ill,” the company said in its 
announcement.

Last month, DeepMind 
faced a backlash from privacy 
activists and academics over 
its access to the private health 
records of the Royal Free 
patients. That partnership, 
and DeepMind’s use of con-
fidential medical records, is 
under investigation by the UK 
Information Commissioner’s 
Office.

ITV advances on hopes 
of pick-up in advertising spend

Schneider National, one of 
the biggest US trucking 
companies, has filed for an 
initial public offering in an 

early indication that the market 
for new listings could heat up next 
year.

The Wisconsin-based group 
said in a filing with US securities 
regulators yesterday that it plans to 
float its Class B shares on the New 
York Stock Exchange.

Founded in 1935 by Al Schnei-
der, the family-owned compa-
ny posted operating revenues of 
$3.96bn in 2015, generating net 
profits of $140.9m. The group’s 
portfolio includes almost 11,000 
company-owned trucks.

Schneider said it plans to raise 
$100m in the IPO, a figure that is of-
ten a place holder used to calculate 
registration fees. Morgan Stanley, 
UBS and Bank of America Merrill 

Lynch are acting as representa-
tives for the underwriters, a group 
that also includes Citigroup, Credit 
Suisse, JPMorgan and Wells Fargo.

The filing comes as the US 
finishes the weakest year for IPOs 
since 2003 by deal totals. Groups 
listing in the US sold $24.2bn worth 
of shares this year, data from Dea-
logic show. The figure is poised to 
miss the $27.1bn logged during the 
financial crisis in 2009 to mark the 
weakest year since 2003.

Several factors have conspired 
to hold companies back on the 
sidelines. Multiple episodes of 
turbulence for US equities - worries 
about the energy sector early in 
the year and tumult following the 
Brexit vote - dented underwriters’ 
confidence.

The companies that have gone 
public have performed well: the 
average stock is up 25 per cent 
from its offer price compared with 
a year-to-date advance of about 10 

per cent for the S&P 500, Dealogic 
data show.

Several technology unicorns 
- companies that scored private 
valuations of at least $1bn - also 
successfully tapped the market, a 
sign of robust investor interest. For 
instance, Nutanix, a cloud software 
company, surged 131 per cent in its 
public debut.

Looking at the broader markets, 
the Dow Jones Industrial Average 
was stalled in its quest to reach 
the 20,000 mark for the first time 
in history. The blue-chip index was 
down at midday by 0.1 per cent to 
19,928.7, having receded from the 
record high of 19,987.6 that it hit 
on Tuesday.

The index has powered higher 
by 8.6 per cent since election day. 
JPMorgan Chase and Goldman 
Sachs , both large US banks, have 
led the way, rallying by 23.8 per 
cent to $86.56 and 32.2 per cent to 
$240.49, respectively.

Schneider National float points to lively IPO scene

RICHARD WATERS
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Mustafa Suleyman, head of DeepMind Health and the company’s co-founder
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O
n the hunt for higher 
returns, Dutch pen-
sion funds and insur-
ers have made a move 
on the Netherlands’ 

€660bn home loan market. Their 
growing role has piqued the interest 
of international investors. 

It was 2012 and Jeroen van Hes-
sen, a former banker in the Neth-
erlands, had an idea. Banks were 
still adjusting to a world shaped by 
crisis. ABN Amro, one of the coun-
try’s largest lenders, was owned 
by the government after a 2009 
bailout. The eurozone’s debt woes 
had sparked fresh fears of chaos. 
And no one, it seemed, was loaning 
money to people who wanted to buy 
a home. “The banks were not lend-
ing,” he says. “We thought there was 
a huge gap there.”

Mr van Hessen, who had worked 
for NIBC, a Dutch investment bank, 
decided to fill that gap. His idea was 
to bypass the banks and encourage 
other kinds of investors - pension 
funds and insurance companies - 
to enter the residential mortgage 
business.

These institutional investors, 
which typically invest in bonds 
and other financial securities, were 
happy to listen to his pitch. With 
bond yields being held down by 
the post-crisis policies of the cen-
tral banks, the notion of earning a 
higher return from mortgages was 
appealing.

“We thought if this is such as 
good idea, why didn’t anyone else 
think of it?” he says.

Since then, non-bank lending 
in the country’s €662bn mortgage 
market has taken off. A host of new 
participants, which include Mr van 
Hessen’s Dutch Mortgage Funding 
Company, now have around 20 
per cent of the annual market for 
new mortgage lending, according 
to IG&H, a Dutch consultancy, up 
from almost nothing a few years 
ago.

The banks have felt the impact: 
earlier this year, the share of the 
biggest three Dutch banks - Rabo-
bank, ABN Amro and ING - in new 
mortgage lending fell below 50 per 
cent for the first time, though they 
still dominate in terms of outstand-
ing mortgages. The shift has piqued 
international interest, with inves-
tors in France, Germany and the 
UK considering investing in Dutch 
mortgages.

In the UK, asset managers in-
cluding BlackRock have tried to 
make mortgage loans on a small 
scale. And in the US last year, 
non-banks - sometimes known as 
shadow banks - grabbed a record 
share of the market.

But in Europe, where rates have 
continued to fall, the Netherlands 
provides the clearest glimpse of a 
new approach to lending - one that 
conceives of a radically different 
relationship between savers and 
borrowers.

“Last year, mortgages were the 
holy grail all of a sudden,” says 
Menno van den Elsaker, manager of 

European structured credit at APG 
Asset Management. “People forget 
about it, but it’s only in 2013 that 
no one wanted to step into Dutch 
mortgages.”

Changing structures
Mr van Hessen used to work in 

securitisation, in which loans pro-
vided by banks, such as mortgages 
or credit card loans, are packaged 
into tradable securities. The advan-
tage of this process, which took off 
in US in the 1970s and contributed 
to its housing collapse in 2008, lay 
in its capacity to open up the returns 
on consumer borrowing to capital 
markets investors.

The US securitisation market 
remains large, but in Europe issu-
ance is now a quarter of its size at 
the 2008 peak.

Many of the Dutch non-banks 
that have moved in to mortgage 
lending are staffed by securitisation 
specialists. Instead of selling mort-
gage bonds to investors, as they did 
before the crisis, their clients today 
are pension funds and insurers on 
whose behalf they make mortgage 
loans. As such, these investors own 
an asset - mortgages - that would 
typically be held by banks.

The Dutch mortgage market 
provided a perfect testing ground 
for non-bank lending. The coun-
try’s mortgages were relatively un-
scathed during the financial crisis, 
in part because of rules that provide 
lenders with significant powers in 
the event of default. Around a third 
of them are still backed by a state 
guarantee scheme, and mortgage 
customers, who can borrow more 
than the value of their houses, 
benefit from tax-deductibility on 
interest payments.

“The [Dutch] economy has re-
covered very strongly from the eco-
nomic crisis. There is a continuous 
demand for housing,” says Stef Blok, 

housing and central government 
minister, who points to a “Calvinistic 
tradition that people feel an obliga-
tion to repay their debts”.

Tonko Gast, the founder of non-
bank lender Dynamic Credit and 
a former investor in securitisation 
in New York, points to a “dearth of 
investable products” for pension 
and insurance companies. He says 
there is an opportunity to transform 
consumer credit into “commodities” 
- and cut into a role traditionally 
held by banks. “We believe that any 
form of credit that is commoditi-
sable doesn’t have a large place on 
a bank’s balance sheet,” he says. 
“The role of the banks is changing 
very rapidly.”

New market
While these new players lend 

directly, they can also draw on the 
process of securitisation, often in 
tandem with investment banks. 
Dynamic Credit says it has man-
dates from investors for nearly €7bn 
in mortgages in Holland, and has 
benefited from short-term funding 
from Goldman Sachs.

Post-crisis regulations have con-
tributed to the rise in non-bank 
lending. Solvency II, the EU-wide 
regulation for the insurance indus-
try that came into effect at the start 
of this year, discourages investment 
in asset-backed securities. “From 
a Solvency II perspective, the se-
curitisation market just doesn’t 
work,” says Frank Meijer, head of 
asset-backed securities and mort-
gages at Aegon Asset Management, 
which manages assets for the insur-
ance company. “What do work are 
whole loans, especially residential 
mortgages.”

Some Dutch non-bank lenders 
have been active on a smaller scale 
for several years, though they have 
acted on behalf of insurance com-
panies. SyntrusAchmea, a mortgage 

fund, originally merged mortgages 
into one fund in 2004, though it has 
recently increased its mandates 
from pension funds.

“It has been a well-kept secret,” 
says Ido Esman, a director at Syn-
trus Achmea. “It’s now an asset 
class.”

Martijn Delahay, 42, recently 
needed a mortgage. He was able 
to borrow from Munt, a brand of 
DMFCO, for 10 years at a fixed rate 
of just 2.1 per cent. “It’s like the new 
bank,” he explains. “It’s the new type 
of mortgage in Holland.”

Delahay is one of thousands 
of customers who have borrowed 
from pension funds. One aspect 
of the Dutch market that allows 
non-banks to lend en masse is its 
network of mortgage brokers. Onno 
Karssen, an independent broker 
in Amsterdam, estimates that 10 
years ago 70 per cent of his business 
came through banks. Now, he says, 
half of his business comes from 
non-banks.

In the Netherlands as elsewhere, 
longer-term loans present a chal-
lenge for banks reliant on short-
term funding. Pension funds, con-
versely, will have commitments 
running over decades, which they 
may want to match with long-term 
assets.

As a result, pension funds can 
offer competitive rates. From Munt, 
the label of van Hessen’s mort-
gage company, rates on a 30-year 
fixed-rate mortgage at 80 per cent 
loan-to-value can be as low as 2.8 
per cent, according to a mortgage 
comparison website. For Rabobank, 
the lowest rate is 4 per cent. At ABN 
Amro, it is 4.1 per cent.

“It’s good for the consumer, it’s 
very smart competition,” says Blok 
on pension fund lending. “I recall 
very well that when I started as a 
housing minister four years ago 

there were only the larger banks that 
were providing mortgages.”

These rates are low for consum-
ers, but to many bond investors they 
seem deliriously high. “If you look 
at the yield pick-up versus Dutch 
government [debt], it’s remarkable,” 
says Aegon’s Mr Meijer, who adds 
that his mortgage fund has recently 
seen big inflows from other Euro-
pean parties.

Non-banks often provide a strik-
ingly simple vision of the lending 
process. Last year, a group of Dutch 
companies, including Syntrus Ach-
mea, launched a scheme to lend 
€3bn of mortgages to the 2.5m in-
dividuals paying into the country’s 
health and welfare pension fund. 
The fund would also invest in the 
loans. That meant borrowers were 
effectively investing in their own 
housing debt.

Mortgages - Bypassing the banks
THOMAS HALE



Energy storage as new investment 
frontier in Sub Saharan Africa

India’s biggest oil and gas 
producer, ONGC, will pay as 
much as $1.2 billion to buy a 
majority stake in a gas field off 
the country’s east coast

Source: OPEC

$1.2 bn
In 2011, Nigeria paid over two trillion naira in fuel 
subsidy. Over one trillion naira of this payment 
was fraudulent. Let us assume we mobilize 300 
oil and gas entrepreneurs and gave them that one 
trillion naira to develop the sector and pay back, I 
cannot imagine what the developmental impact 
it would have made
- Aigboje Aig Imoukhede, President, Nigeria Stock 
Exchange/Chairman, WAPIC 

Quote

The Moroccan government 
says the 200,000-barrels a 
day Samir oil refinery owes it 
$1.33 billion in taxes

$1.33bn

SnApShotS opEC weekly basket price
23/12/16 52.14

16/12/16 51.94

9/12/16 50.62

2/12/16 46.47

25/11/16 45.01

Energy Finance
Moroccan 
court extends 
liquidation 
deadline for 
oil refiner 
Samir
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Tema Oil Refinery to 
refine 18 million barrels 
of crude in 2017

The Tema Oil Refinery 
(TOR) has announced it 
will from next year refine 
between 16 and 18 million 

barrels of crude oil. The crude will 
be from the Jubilee oil fields and 
subsequently other oil fields in 
Ghana, said Kwame AwuahDarko, 
Managing Director,Tema Oil 
Refinery. 

According to Darko, the 
expansion projects carried out by 
Tema Oil Refinery should translate 
into refining the increased 
quantities of crude. 

“The plan the company has 
in place is to make sure that in 
February 2017, we go through our 
turnaround maintenance and 
because of the expanded capacity 
we now have, we are planning to 
refine between 16 and 18 million 
barrels of crude oil in 2017 – Page 4

FRANK UZUEGBUNAM

is expected that 25 gigawatts of the 
devices will be deployed by 2028, 
about the size of the small-scale 
photovoltaic industry now.

“Batteries will get a boost as 
costs drop and developers see the 
chance for lucrative new revenue 
streams,” said Julia Attwood, stor-
age analyst at BNEF   – Page 3

2016: Events that shaped 
oil, gas industry

The year 2016 has been a 
tumultuous year for the oil 
and gas industry especially 
as it was heralded with 

crude oil prices plunging to $27 per 
barrels – its lowest level since 2013, 
crashing an incredible 75 percent 
from its June 2014 peak of almost 
$108.

The steady decline in the 
oil prices created a widespread 
headache for financial markets, 
causing energy companies’ profits 
to plunge, raising worries about the 
prospect of bankruptcies in the oil 
sector and spooking investors about 
global growth. – Page 8
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A 
massive growth is be-
ing witnessed in the 
world energy storage 
industry as it is project-
ed to reach $250 billion 

by 2040 according to a Bloomberg 

New Energy Finance study pub-
lished in June this year. The study 
reveals that batteries capable of 
storing power at utility scale will be 
as widespread in 12 years as roof-
top solar panels are now, revolu-
tionizing the way consumers use 
energy.

Already a $100billion market, it 

L- R: Mr & Mrs AigbojeAig-Imoukhuede, President Nigeria Stock Exchange and Austin Avuru,CEO, Seplat at Petroleum 
Club Guarantor’s dinner held in Lagos recently.

Oil prices up in 
quiet session 
as year-end 
approaches
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Industry close watchers observe 
that as long as the same funda-
mental issues and challenges exist 
in the power sector, there are no 
miracles to seeking the turnaround 
that we all desire.

Sunday OlurotimiOduntan, 
pointed out that unless TCN is 
properly funded, its project man-
agement capacity upgraded, 
trained and competent personnel 
enlisted, it is fair to question the ve-
racity of the constant assurances of 
possible foreign/donor investment 
in TCN.

On his part, Dolapo Oni, an 
energy expert cautioned that with 
Transmission still in the hand 
of government much would not 
change. “We need to expand 
transmission capacity. Transmis-
sion should always lead genera-
tion. You can’t be generating 7,000 
megawatts and be transmitting 
only 4,000. Transmission is in the 
hands of government that needs to 
change”, he said.

Oni suggested that if govern-
ment wants to privatise TCN, they 
should go ahead. Most countries 
have moved away from this na-
tional grid structure. Most coun-
tries have their grids broken down 
into several segments so that you 
can have a northeastern grid and 
various grid connections. That is 
what we need to start exploring the 
idea of breaking down the grid and 
making sure that it works.

Analysts are of the views that the 
power value chain would applaud 
TCN’s ascendancy from being the 
weakest link in the supply of power 
to consumers, more funds is need-
ed to be pumped into the system 
for adequate power delivery.

They opine that the government 
should ensure not just expansion 
but flexible transmission system. 
This can be achieved through 
breaking up the grid into regional 
networks. Interconnection be-
tween the regional networks will 
be done to guarantee the required 
flexibility. Also there is need for the 
dualisation of congested transmis-
sion networks to create relief.

“The implementation of (Super 
Grid) concept (a 745kv) networks 
being considered by the govern-
ment is imperative as it would 
improve the efficiency of the net-
work,” they added.

of productivity and managerial ef-
ficiency.

Oduntan observed that such 
attributes were expected to result 
increased wheeling capacity that 
would complement increased pow-
er generation and, ultimately, in-
creased supply to consumers. Alas, 
progress in that direction remains 
minimal.

Data from the Transmission 
Company of Nigeria (TCN) show 
that national peak demand forecast 
is 17,720Mw while operators of the 
electricity distribution companies 
said it is 20,000Mw, reflecting a def-
icit of more 14,000Mw.

According to the data, the aver-
age daily power output in 2016 was 
3667.95Mw, which was achieved in 
January. This level dropped abys-
mally at the peak of the renewed 
attacks by the Niger Delta mili-
tants. Average daily generation in 
May and June were 1791.49Mw and 
1307.81Mw.

The TCN’s data showed that the 
nation has installed transmission 
capacity of 11,165.40Mw, but avail-
able capacity is 7,139.60Mw, while 
the network operational capability 
is 5,500Mw.

Steps to tackle transmission 
shortfalls

T
he Nigeria power sec-
tor in the last 12 months 
have had to contend 
with adverse macro-
economic changes, gas 

pipeline vandalism, limited gas 
supply, regulatory uncertainty, lack 
of respect for contract and govern-
ment policy inconsistency which in 
no small ways posed hiccups to its 
operations.

With all the effort put into re-
forming the power sector,the chal-
lenges still linger on. Gas accounts 
for 81 percent of electricity genera-
tion but unfortunately Gencos suf-
fered frequent gas shortages even 
though Nigeria has one of the larg-
est gas reserves in Africa.

Industry watchers observed that 
despite private investment into 
the power sector, issues with col-
lection, transmission, gas supply 
among others have limited the im-
pact that private sector would have 
had in the sector.

In the wake of these realities, 
they expressed concern over the 
state of Transmission which is also 
a major challenge as this is still 
handled by the Transmission Com-
pany of Nigeria which remains a 
government owned entity lacking 
modern facilities, amongst other 
challenges.

While some observers say there 
has been some noticeable reduc-
tion in system collapse in the trans-
mission network post-privatisation, 
other analysts are concerned that 
the numbers of collapses are still 
too many to call for worries; in 2016 
system collapses by mid-year had 
exceeded the ones experienced in 
2015.

They are of the opinions that in-
vestors in the power sector are at a 
crossroad concerning their initial 
decision to invest in the sector.

What really is wrong with 
transmission?

Transmission in the views of 
industry analysts stand alongside 
generation and distribution in the 
tripod of electricity value chain.
However, industry analysts ob-
served that transmission in the last 
12 months experienced limitations 
in the value chain that precludes 
their ability to receive the consis-

WESTAFRICAENERGY
2016: Transmission frailties 
undermine power sector aspirations   

tent power supply that they have a 
right to expect.

Report indicates that the maxi-
mum wheeling capacity reached by 
Transmission Company of Nigeria 
has been 5,074.7 Megawatts, MW 
(attained February 2nd, 2016) ver-
sus its claims of increased capacity 
from 5,500 MW to 6,000 MW, whol-
ly untested and unproven.

The plan targets transmission 
capacity of 8,200Mw by 2018 and 
10,000Mw by 2019. The transmis-
sion arm of the power supply value 
chain has been tagged the weak-
est link of the chain by operators. 
If the targets of the plan work were 
achieved, it would boost stable 
electricity supply.

Association of Nigeria Electric-
ity Distribution (ANED) only re-
cently attributed the poor state of 
the country’s power supply to the 
Transmission Company of Nigeria, 
TCN describing it as the weakest 
link in the power supply chain.

The association explained that 
“any plans by TCN to complete 22 
critical projects captured in the 
2016 budget has to be a function 
of the availability and release of 
the requisite funding required for 
same.

According to them “It is not clear 

that TCN has received, nor will it re-
ceive, any funding that comes close 
to enabling it complete the indicat-
ed projects –a continued legacy of 
limited and poor funding of a vital 
aspect of power infrastructure.”  

They argue that considering the 
importance of power as the funda-
mental ingredient for the growth of 
any economy, getting all the parts 
to work in sync is crucial.

“Factually, a major contribution 
to the liquidity challenges that the 
DISCOs are currently experiencing 
is TCN’s infrastructure and techni-
cal limitations in wheeling power 
to the proper areas of a DISCO’s 
geographical footprint. “Also, DIS-
COs are currently experiencing a 
monthly loss in excess of N1 billion 
due to limited transmission capaci-
ties in various areas of the country. 
Analyst observed.

Sunday OlurotimiOduntan , 
Executive Director, Research & 
Advocacy , Association of Nigeria 
Electricity Distribution was quoted 
to have said at a recent programme 
that a fundamental premise of the 
privatisation of the Power Holding 
Company of Nigeria, PHCN, suc-
cessor companies was that TCN 
would be operated efficiently, con-
sistent with private sector attributes 
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and duties on batteries. In Nigeria 
for example, the duty on batteries is 
20 per cent and there are subsidies 
for fossil fuels. Nigeria along with 
Ghana and others agreed to curb 
emissions in the recent Paris Agree-
ment signed in New York. This is a 
clear example of how not to match 
rhetoric with action.

The growth of companies like 
Tesla and Solar City, are showing the 
world the earning potential of clean 
energy. Google has announced 
plans to source 100 per cent of their 
power through renewable energy 
and many other companies will 
soon join the fray.

This provides opportunities for 
companies in the energy storage 
sector in sub-Saharan Africa where 
government policies are being craft-
ed to aid growth of renewable en-
ergy. Energy storage is still seen as a 
huge problem on the sub-continent 
and recent investments have been 
directed towards renewable energy 
generation.

According to the Association for 
energy storage in Africa, outside of 
pumped hydro storage, the storage 
of electrical energy has long been 
considered too costly or technically 
difficult to implement on a wide 
scale. “The widespread deployment 
of intermittent renewable energy 
generating sources as well as recent 
technological advances in the meth-
ods of storing electrical energy, have 
created an opportunity to incorpo-
rate energy storage in the supply of 
electricity on a much greater scale,” 
says a statement on the company’s 
website.

It further said, “As the continent 
with the greatest number of people 
without access to electricity, AESA 
believes that Africa has the most 
to benefit from the potential of en-
ergy storage. If deployed effectively 
in Africa, energy storage can make 
the provision of off-grid energy a 
reliable and cost effective option for 
millions of Africans.

“In addition, if integrated into 
African electricity grids, energy stor-
age can help the continent integrate 
more renewable energy into its grid 
supply, improve the reliability of the 
current electrical supply and de-
fer significant investments in new 
transmission and distribution ca-
pacity.”

the electrical grid and an increased 
diversification of energy sources as 
storage can provide power when it is 
needed, rather than when it is best 
generated.

To help its South African part-
ners begin to address this need, the 
US Trade and Development Agency 
(USTDA) has commissioned an 
assessment of the feasibility and 
market potential of energy storage 
technologies in the country. Califor-
nia-based Parsons Corporation is 
working with the Industrial Devel-
opment Corporation (IDC), a South 
African development finance insti-
tution, on a roadmap for the adop-
tion of energy storage technologies 
through 2030.

Aid and donor agencies that are 
helping to curb the impact of cli-
mate change in Africa, the continent 
that is seen as the least polluter but 
suffers the most impact from cli-
mate change would help this cause 
if they look critically at addressing 
gaps in capacity development and 
regulatory framework militating 
against energy storage.

Sub-Saharan African govern-
ments would increase energy ac-
cess for the over 600 million people 
a World Bank estimates say is with-
out grid connected power in the 
sub-continent by lowering tariffs 

A 
massive growth is being 
witnessed in the world 
energy storage industry 
as it is projected to reach 
$250 billion by 2040 ac-

cording to a Bloomberg New Energy 
Finance study published in June 
this year.The study reveals that bat-
teries capable of storing power at 
utility scale will be as widespread in 
12 years as rooftop solar panels are 
now, revolutionizing the way con-
sumers use energy.

Already a $100billion market, it 
is expected that 25 gigawatts of the 
devices will be deployed by 2028, 
about the size of the small-scale 
photovoltaic industry now.

“Batteries will get a boost as costs 
drop and developers see the chance 
for lucrative new revenue streams,” 
said Julia Attwood, storage analyst 
at BNEF.

The study states that the trend 
will pose challenge to the traditional 
utility business model, where power 
generation and distribution are mo-
nopolized in a single company or 
through a controlled value chain as 
it is in parts of Africa.

Energy storage can be used to 
smooth out variable power flows 
from intermittent renewable re-
sources and to smooth out demand 
peaks, reducing or deferring the need 
to build new power plants.

The spread of electric cars is said 
to be one of the main drivers of this 
trends and is creating demand for 
lithium-ion batteries, the main tech-
nology for storage devices that are 
attached to utility grids and rooftop 
solar units.

As electric vehicles become more 
widespread, manufactures are scal-
ing up production and slashing 
costs. BNEF forecasts that the tech-
nology will cost $120/kWh by 2030 
compared with more than $300/kWh 
now and $1,000/kWh in 2010.

It also estimates 35 percent of all 
light vehicles sold will be electric in 
2040, equivalent to 41 million cars, 
about 90 times the figure in 2015.

The future is now
Energy storage technologies are 

designed to help avoid drawing en-
ergy from the grid during peak hours, 
instead charging it during regular 

Energy storage as new investment 
frontier in Sub Saharan Africa
ISAAC ANYAOGU

hours when energy is cheaper.The 
objective is to increase efficiency 
through balancing peak power de-
mands.This subsequently reduces 
demand charges, reduces capital ex-
penditures for service upgrades, and 
improves the planet by decreasing 
the usage of power plants.

 Already some companies are 
breaking new grounds when it 
comes to deepening the penetration 
of energy storage. US-based Green 
Charge Networks founded in 2009 by 
Vic Shao designs and installs com-
mercial energy storage systems and 
is set to transform the market.

“The problem is that utilities and 
governments simply don’t have the 
capital to deploy at scale. The op-
portunity, and the main idea behind 
Green Charge, is that energy storage 
requires collaboration on both sides 
of the meter,” Shao told Forbes in an 
interview.

He continued, “And why would 
the private sector customer want 
anything to do with storage? Be-
cause it has a business case - there’s 
a known ROI to an energy storage 
project. The trigger for customer 
benefits is the idea of reducing de-
mand charges. But, fundamentally, 
storage is a technology that increases 
the efficiency of the distribution grid, 
and if we can build it at scale, then 

everyone benefits - from ratepayers 
to the utilities.”

In Sub-Saharan Africa energy 
storage is still in infant stages pro-
viding a new frontier of investment 
opportunities as the sub-continent 
increases the adoption of renewable 
energies.

The United States Agency for In-
ternational Development (USAID) 
says that in South Africa, for example, 
current installed electricity genera-
tion capacity is around 45 gigawatts 
(GW). As the country shifts away 
from coal-fired power, it is expected 
to add 13 GW of renewable electricity 
generation capacity by 2025.

The majority of this capacity will 
be from intermittent sources – such 
as solar and wind power – that pres-
ent challenges in balancing energy 
supply and demand. This provides 
opportunity for an energy storage 
means that will help address this 
gap.

Energy storage technologies 
have the potential to substantially 
strengthen South Africa’s grid by 
offsetting the need to use fossil fuels 
for peaking power, providing grid 
balancing and resiliency, improv-
ing power quality, and increasing 
the ability to successfully integrate 
renewable energy resources. Energy 
storage will improve flexibility of 
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Tema Oil Refineryto refine 18 million 
barrels of crude in 2017

Imoukhede canvasses reform of oil, gas sector at Petroleum Club

T
he Tema Oil Refinery 
(TOR) has announced 
it will from next year 
refine between 16 and 
18 million barrels of 

crude oil. The crude will be from 
the Jubilee oil fields and subse-
quently other oil fields in Ghana, 
said Kwame AwuahDarko, Man-
aging Director,Tema Oil Refinery. 

According to Darko, the ex-
pansion projects carried out by 
Tema Oil Refinery should trans-
late into refining the increased 

quantities of crude. 
“The plan the company has 

in place is to make sure that in 
February 2017, we go through our 
turnaround maintenance and 
because of the expanded capacity 
we now have, we are planning to 
refine between 16 and 18 million 
barrels of crude oil in 2017”, Darko 
said adding that “TOR is going to 
be in a place which I believe will 
be a much stronger place by the 
virtue of the foundation that we 
have laid.” 

Workers of TOR have been 
asking the government to allow 
Ghana’s crude oil to be refined by 
them. The workers have argued 
that refining the nation’s crude 
abroad is not cost effective. 

However, the Africa Centre for 
Energy Policy (ACEP) cautioned 
that TOR should only be allowed 
to refine crude oil if it will be 
cheaper but Darko was opti-
mistic that the refinery will con-
tinue with laid down processes to 
achieve its set target. 

“The concrete which we have 
cast is not yet hardened so there 
is still a lot of fragility and a lot of 
work to be done,” he asserted. 

Darko who assumed office 
about a year ago is however 
expected to leave office with the 
coming in of a new government. 
He expressed his appreciation to 
all and urged collaboration with 
an impending new management 
telling the staff of the refinery that 
“I am very sure that this is the very 
last time I will address you as a 
Managing Director hence change 
has come and when that change 
comes, we must all support that 
change and work accordingly,” 
he observed. 

niGeria

The President, Nigeria 
Stock Exchange, and 
Chairman, WAPIC In-
surance, AigbojeAigI-

moukhede has insisted that a re-
form should be carried out in the 
sector that will lead to develop-
ment where people can set up re-
fineries, create new technologies 
for production and employing 
hundreds of thousands through 
the oil and gas value chain.  

Speaking on the theme; “A 
new role for petroleum indus-
try in the Nigerian Economy”, 
at the Petroleum Club Annual 
Guarantors’ Dinner recently in 
Lagos, he stated that “in 2011, 
Nigeria paid over two trillion 
naira in fuel subsidy. Over one 
trillion naira of this payment 
was fraudulent. Let us assume 
we mobilize three hundred oil 
and gas entrepreneurs and gave 
them that one trillion naira to 
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develop the sector and pay 
back, I cannot imagine what the 
developmental impact it would 
have made”.

Imoukhedesaid “we must dras-
tically reduce corruption in the 
oil and gas sector. The perception 
in the industry is that operators 
perennially have to contend with 
corruption. The industry requires 
a paradigm shift.  Another issue is 
improving the quality of regula-
tion and policy. Petroleum In-
dustry Bill (PIB)is important here. 
If it is passed, it will enhance the 
deregulation and privatization of 
the oil and gas sector”.

Earlier in his speech, Dr. G.S. 
Ihetu, Chairman, Petroleum Club, 
said it has been a difficult year for 
the petroleum industry. 

“Due to the fall in the price of 
crude oil below the 2015 levels, 
revenues of the oil asset owners 
have declined. To make matters 

L-R:  Alaga Jibola, managing director, Recipient of Total Nigeria plc Long Service 
Award; Jean- Philippe Torres; other recipients; Fred Ofodile and Inajulagho John, at 
the end -of-the year party and long service awards, in Lagos recently.

alGeria

Sonatrach to boost output by 
20 percent with new projects

Algeria’s state energy pro-
ducer, Sonatrach Group, 
plans to increase output 
of natural gas and crude 

oil by 20 percent in the next four 
years as new projects start up, Salah 
Mekmouche, the company’s V.P. of 
exploration and production, said.

Sonatrach will bring on stream 
Tiguentourine, In Salah and Timi-
moune natural gas projects, as well 
as oil wells of the Berkine basin, after 
spending $9 billion a year on explo-
ration and development projects 
since 2015, Mekmouche. Sonatrach 
also plans to increase production 
from old oil wells in HassiMessaoud, 
he said.

Sonatrach plans to “invest as lit-
tle as possible and produce as much 
as possible,” Mekmouche said.

Algeria is Africa’s biggest natural-
gas producer and a member of the 
Organization of Petroleum Export-
ing Countries. Its crude produc-
tion increased to 1.16 MMbpd in 
November, the highest since 2013, 
after three years of declines and no 
change in 2015.

The nation hosted OPEC mem-
bers meeting in November when 
they agreed to the outline of a deal 

to cut production for the first time in 
eight years. Brent crude has rallied 
48 percent this year as OPEC will 
cut output as of January 1 amid a 
global glut.

Sonatrach will produce 69 mil-
lion tons of oil equivalent this year, 
up from 67 million tons last year, 
according to company data. Gas 
output will increase to 132.2 Bcm 
from 128.3 Bcm in 2015, the data 
show.

Sonatrach plans to drill 290 wells 
in 2017, up from 253 wells in 2016, 
according to KhelilKartobi, head of 
Sonatrach’s drilling division. Of the 
290 wells next year, 100 will be for 
exploration, he said. The company 
has 100 driling rigs and another 19 
are owned by foreign companies.

worse, the activities of the Ni-
ger Delta Agitators have further 
disrupted oil and gas produc-
tion and export with devastating 
effect. This of course has had a 
knock on effect on all those who 
provide services to the industry”, 
Ihetu said.

The Chairman of Petroleum 
Club said that “all our members 
have therefore been affected by 
the double shock in one way or 
the other. As would be expected, 
this downturn in activities has also 
affected Club’s ability to host more 
of our regular events. Neverthe-
less we have spoken out against 
the attempt by the House Com-
mittee on Petroleum to amend the 
NLNG Act. The Club also made a 
press statement stressing the need 
for peace in the Niger Delta so that 
the oil industry, in particular, and 
the Nigerian economy in general, 
can thrive once again”.
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US refiners cashing in on Mexico’s record fuel imports

Saudi Arabia to consider rise in 
retail fuel prices in 2017

SauDi arabia 

Saudi Arabia is considering 
increasing retail gasoline 
and diesel prices in 2017 for 
the second year in a row, 

as the world’s top crude exporter 
pursues a plan to cut its depen-
dence on oil revenue, according to 
a person familiar with the matter.
The rise in domestic fuel prices is 
expected to be announced before 
the end of the year.

The government is looking 
into two scenarios for the hike: 
either linking local fuel prices to 
benchmark oil prices or to the 
average of gasoline and diesel 
fuel prices on the international 
market, a source said. 

Saudi Arabia, the Middle East’s 
biggest economy, is pursuing 
a plan to rein in spending and 
reduce dependence on energy 
after a two-year slump in oil 
prices. Last year, it took the un-
precedented step of reducing fuel 
subsidies, raising retail gasoline 
prices by about 50 percent. The 
kingdom, which led a global effort 
to curb crude output to shore up 
oil prices, has also said it expects 
to sell stakes in state-owned enti-
ties, including Saudi Arabian Oil 
Co., known as Aramco.

“This is something the Saudi 
government seems committed 

A
sia will post its biggest 
net refining capacity ad-
dition in three years in 
2017, further boosting 
demand for crude in the 

world’s biggest and fastest growing 
oil consuming region.

New and expanded refineries 
from China to India will offset clo-
sures in Japan, adding a net 450,000 
barrels per day (bpd) of crude pro-
cessing capacity in 2017, the high-
est since 2014, energy consultancy 
Wood Mackenzie says.

The increase amounts to about 
an additional 1.5 percent of refin-
ing capacity on top of Asia’s total 
installed capacity of nearly 29 mil-
lion bpd.

“Heavy crude demand in par-
ticular is expected to rise in 2017 
as more Asian facilities undergo 
upgrading and newrefineries come 
online,” said Sushant Gupta, Wood-
Mac’s Asia research director for 
refining.

The rise in capacity will tighten 
Asia’s crude market as it coincides 
with planned output cuts by oil 
producers like the Organization 
of Petroleum Exporting Countries 
(OPEC) and Russia in a bid to end 
oversupply and prop up prices.

China National Offshore Oil 
Corp (CNOOC) plans to start a new 

Asia set for biggest refining 
capacity jump in three years

200,000-bpd refinery in southern 
China, while PetroChina aims to 
start a 260,000-bpd refinery in 
Yunnan, pending talks with the 
Myanmar government.

Chinese independent refiners 
are also expected to import an ex-
tra 200,000-400,000 bpd of crude, 
research consultancy Energy As-
pects estimates, and an upgrade by 
Taiwan’s CPC at its Talin refinery 
will raise crude and condensate 
demand by 100,000 bpd.

Vietnam is due to complete a 
new 200,000-bpd refinery , while 
India’s Bharat Petroleum Corp Ltd 
is trialling an expansion in Kochi 
that will include a new 210,000-bpd 
crude oil distillation unit.

aSia

to carry out in order to rational-
ize the domestic demand versus 
the loss in income from sales of 
subsidized fuel,” said Mohamed 
Ramady, a London-based inde-
pendent analyst and a former 
professor of economics at King 
Fahd University of Petroleum 
and Minerals. “But it’s imperative 
that poorer sections of society 
are shielded trough a system of 
well-managed rebates.”

On December 28, 2015, Saudi 
Arabia announced that it raised 
retail gasoline prices to 0.75 

pointing to continued strong de-
mand growth.

In September, Mexico’s imports 
of US fuel surged to a monthly 
record of about 960,000 bpd, ac-
cording to the EIA. The average 
for the year-to-date is around 
820,000 bpd.

Most of the exports are sea-
borne, but rail firms have also ben-
efited with a sharp rise in volumes 
shipped over the border on trains, 
according to the Association of 
American Railroads.

Mexico’s government opened 
the industry to private capital in 
2013 to reverse a protracted slide 
in oil output, refining and reserves. 
Pemex still buys most of the im-
ports from the U.S. Gulf refiners, 
but private imports are expected 
to grow in 2017 with further liberal-
ization and improved cross-border 
infrastructure.

These additions will more than 
offset a 400,000 bpd decline in refin-
ing capacity in Japan by early April 
due to shrinking local demand, ac-
cording to Wood Mackenzie.

To meet Asian demand, Iraq 
has already inked new Basra Heavy 
deals, while Iran expects to com-
plete a pipeline and terminal to 
export heavy crude West Kharoon 
next year.

Kuwait said it is preparing to 
restart production from oilfields 
jointly operated with Saudi Arabia.

Alternative crude supplies are 
also available, including heavy 
crude from Latin America and An-
gola, as well as shale supplies from 
the United States.

uniteD StateS

Pemex faces a further cut of 
around $5.36 billion in 2017, 
which hurts its ability to improve 
refinery output. Refineries in 
Mexico are running at about 60 
percent of their 1.576 million 
bpd of capacity, according to the 
company’s data. That leaves the 
onus on Pemex to import more 
to cover demand.

For decades, imports were a 
burden on state coffers, as Mexico 
made a loss on fuel sales at the 
pump while they were heavily 
subsidized rate.

Mexico’s fuel demand is around 
2.04 million bpd and the govern-
ment expects growth of 2-3 per-
cent per year in coming years.

The country is the world’s 
fourth-largest consumer of gaso-
line. Car sales through September 
increased 18 percent on the year, 
to a record of 1.12 million units, 

US Gulf Coast refiners are 
cashing in on rising fuel 
demand from Mexico, 
shipping record volumes 

to a southern neighbor that has 
failed to expand its refining net-
work to supply a fast-growing 
economy.

The fuel trade could top a 
million barrels per day (bpd) at 
times in 2017 as Mexico becomes 
increasingly dependent on the 
United States for strategic energy 
supplies and providing business 
worth more than $15 billion a 
year to refiners such as Valero, 
Marathon Petroleum and Citgo 
Petroleum.

The rise in Mexico’s fuel im-
ports reflects an economy that, 
after expanding for 27 quarters in 
a row even amid a public austerity 
plan, has been unable to increase 
its refining output to satisfy the 

riyals (20 cents) per liter from 
0.45 riyals per liter for 91-octane 
fuel, and 0.9 riyals per liter from 
0.6 riyals per liter for 95-octane 
grade. The government also 
increased diesel, natural gas, 
ethane, diesel, kerosene, electric-
ity and water prices as part of the 
government’s five-year plan to 
reduce subsidies.

consistent growth of its energy 
demand.

It has led to rapid reversal in 
energy trade between the two 

countries. In 2016, crude exporter 
Mexico will be a net oil importer 
from the United States for the 
first time as shipments of refined 
fuel heading south outnumber 
shipments of crude to the north, 
according to the US Energy Infor-
mation Administration (EIA).

Just ten years ago, the United 
States’ net oil imports from Mexico 
stood at 1.45 million bpd.

Profit margins for the exports 
are strong for US Gulf Coast re-
finers, said a source at a refiner 
involved in the trade.

Mexico constitutes a bright spot 
in what has otherwise been a dark 
year the US refining industry with 
profits at a five-year low in 2016.

The shortfall between demand 
and supply in Mexico has been 
exacerbated by the government 
slashing the budget for oil giant 
PetroleosMexicanos (Pemex).
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India’s top oil producer spends $1.2 billion to buy gas block

India’s biggest oil and gas 
producer will pay as much 
as $1.2 billion to buy a 
majority stake in a gas 

field off the country’s east coast, 
aiming to boost production as 
the country seeks to cut energy 
imports.

State-owned Oil and Natural 
Gas Corp. Ltd.’s (ONGC) board 
approved the purchase of an 80 
percent stake in Gujarat State 
Petroleum Corp.’s deepwater 
block in the Krishna Godavari 
basin, it said in a statement. 
The New Delhi-based company 
will pay $995.26 million for the 
DeenDayal West field, the largest 
discovery in the KG-OSN-2001/3 
block, with estimated natural gas 
reserves of 1.1 Tcf.

Total, BP step up investment in 
small-scale LNG projects

Total S.A.’s acquisition of a 
23 percent stake in Hous-
ton-based Tellurian Invest-
ments Inc., and BP Plc’s re-

cent farm-in for a near-shore floating 
liquefied natural gas project (LNG) 
in Mauritania and Senegal, indicate 
a technological shift is occurring 
as the majors up investments in 
small-scale LNG, according to Wood 
Mackenzie.

Through its acquisition of Tel-
lurian shares at $5.85/share for $207 
million, Total will partner with Tel-
lurian to develop the Driftwood LNG 
terminal. The project is in the engi-
neering design and pre-filing phase, 
the companies announced in a joint 
Dec. 20 press release. In June of this 
year, the Federal Energy Regulatory 
Commission approved the project’s 
pre-filing request. Tellurian expects 
to start construction on Driftwood 
LNG in Calcasieu Parish, La., in 2018 
and produce LNG in 2022.

Investing in Tellurian at an early 
stage will give Total “the opportunity 
to potentially strengthen our mid 
and long-term LNG portfolio thanks 
to a very cost competitive project,” 
PhillippeSauquet, Total president 
of gas, renewables and power, said 
in the release.

Tellurian President and CEO Meg 
Gentle stated in the release that the 
investment “materially strengthens 
Tellurian’s position as a large infra-
structure development company 
and is an important milestone in the 
growth of Tellurian’s LNG business”, 
including the Driftwood project.

A 
Moroccan court has 
given the trustee who 
controls Samir, the 
country’s only oil re-
finery, another three 

months to finish the liquidation 
process and will invite expres-
sions of interest in buying the 
plant in the coming days, the 
court-appointed trustee said.

The 200,000 barrels a day refin-
ery was shut down in August due 
to financial difficulties and a court 
ruling then placed it in liquida-

Moroccan court extends liquidation 
deadline for oil refiner Samir

tion and named an independent 
trustee to run it.

Its closure has made Morocco 
reliant on oil product imports at a 
time when the North African king-
dom is seeking to get its finances 
back on track by tackling huge 
budget deficits.

The trustee, Mohamed El-Kri-
mi, said the court has responded 
positively to his request for an 
extension to the deadline for com-
pleting the liquidation process for 
another three months.

Total’s acquisition of the Telluri-
an stake is a typical Total LNG acqui-
sition, Giles Farrer, research director 
of global LNG at Wood Mackenzie, 
said in a press statement.

“It’s built its LNG business on ac-
quisitions over the last few years with 
deals in Australia and Russia,” Farrer 
commented. “It buys significant but 
minority stakes in projects at an early 
stage, then helps mature them.”

As a major LNG portfolio player, 
Total can add both financial clout 
and could support the development 
of some of the trains by buying LNG 
from the project. The acquisition is 
also a big endorsement for Tellurian 
and shows that their leadership can 
do the deals to meet its ambitions, 
Farrer added.

“The jury is still out on whether 
small-scale LNG is really cheaper 
per tonne of LNG produced than 
large scale, but it’s certainly a more 
manageable investment, and that’s 
appealing in the present environ-
ment,” Farrer stated.

bons by 10 percent by 2022.
The companies will share in-

frastructure and reduce costs in 
an area where both have spent 
or plan to spend at least $3 bil-
lion each. The deal is critical for 
GSPC, a company owned by 
the government of the western 
state of Gujarat, as it is at least 
four years behind schedule in 
starting commercial gas produc-
tion despite having completed 
construction of a processing 
platform, gas pipeline and an 
onshore terminal.

ONGC said the acquisition 
will help it develop faster its 
discoveries in the Yanam and 
Godavari areas as well as gas 
discoveries in its KG-DWN-98/2 
block.

“We asked only for three 
months as we will invite investors 
to submit expression of interests 
in the coming days, likely in a 
week,” El-Krimi said.

A ruling had given the new 
managing team until December 
21 to restart the refinery in an ef-
fort to secure a buyer and a better 
price. Attempts so far to restart 
production before seeking a buyer 
has been frustrated by difficulties 
in finding a supply of crude oil.

However, restarting produc-
tion remains a prerequisite for 
investors, who will be invited to 
submit expressions of interest in 
Samir, El-Krimisaid.

The court has been working 
to evaluate the company’s assets 
and debt since 2015, when a judge 
ordered its liquidation.

Samir, in which Saudi billion-
aire Mohammed al-Amoudi’s 
Corral Holdings had a 67.26 per-
cent stake, has been battling 
creditors ranging from oil traders 
to banks.

The Moroccan government 
says Samir owes it $1.33 billion in 
taxes and its total debt is hovering 
around $4.4 billion.

At just under 300,000 barrels 
per day, Morocco’s national pe-
troleum consumption is Africa’s 
fifth largest, according to data 
from the US Energy Information 
Administration 

It will payanother $200 mil-
lion for six other discoveries 
in the block located in the Bay 
of Bengal. The block has likely 
total reserves of at least 11.2 
Tcf, according to GSPC’s an-
nual report for the year ended 
March 31.

“The acquisition fits well 
with the strategy of ONGC to 
enhance natural gas produc-
tion from domestic fields on a 
faster pace,” the company said, 
adding that trial gas production 
from DeenDayal West field has 
already started.

The deal will help expedite 
production of gas from the block 
critical to achieve Prime Minister 
NarendraModi’s goal of reducing 
import dependency of hydrocar-



O
il prices rose in 
subdued trad-
ing supported 
by strong US 
economic data 

and optimism that crude 
producers would abide by an 
agreement to limit output.

US West Texas Intermedi-
ate crude settled up 46 cents, 
or 0.9 percent, to $52.95 
a barrel. Brent futures for 
February delivery settled 
up 59 cents to $55.05, or 1.1 
percent.

Trading overall was quiet 
as desks were winding down 
for the holidays. Overall 
volume for front-month 
crude futures was about 
350,000 contracts, less than 

Saudi Arabia sees oil revenue rising 46 percent in 2017 as prices climb

Russia to cut oil exports outside 
ex-Soviet nations by 0.7 percent in Q1

Market Insight WESTAFRICAENERGY

deal, far less than they should 
cut in the first half of 2017.

Russian Energy Minister 
Alexander Novak has said 
Russia will reduce produc-
tion from an upwardly revised 
October 2016 level of 11.247 
million bpd, the country’s 
highest post-Soviet output.

That commitment is part 
of the first such deal between 
the Organization of the Pe-
troleum Exporting Countries 
and Russia since 2001, when 
Moscow agreed to cut oil ex-
ports by 150,000 bpd. It later 
reneged on that promise due 
to rising oil prices. 

Russia will cut oil 
exports to markets 
outside the former 
Soviet Union (FSU) 

by 0.7 percent in January-
March from the fourth quarter 
of 2016, pipeline company-
Transneft said as Moscow 
prepares to reduce output as 
part of a global pact.

However, overall supply, 
which includes non-Russian 
oil transit from Azerbaijan 
and Kazakhstan as well as 
deliveries to Belarus, will 
increase by 200,000 barrels 
per day (bpd), as reported 
last week.

Russia is set to cut oil out-
put by 200,000 bpd in the first 
quarter, after which cuts will 
reach 300,000 bpd as agreed 
this month with leading pro-
ducers in the OPEC group.

Oil exports to countries 
outside the FSU will total 
50.98 million tonnes in Janu-
ary-March, down from 51.36 
million tonnes planned for 
the fourth quarter, Russia’s 
Transneft said.

It said exports to neigh-
bouring Belarus, a former 
Soviet republic, would rise 
to 4.5 million tonnes in the 
first quarter from 3 million 
tonnes in the previous three 
months.

Exports are seen rising via 
the Black Sea port of Novoros-
siisk in the first quarter by 1.3 
million tonnes, while supplies 
from Baltic Sea outlets will 
decline by 800,000 tonnes, ac-
cording to an export schedule.

two-thirds of the total daily 
average over the last 200 
days, according to Thomson 
Reuters data.

US data showed the econ-
omy grew faster than previ-
ously estimated in the third 
quarter, at the quickest pace 
in two years.

The Organization of the 
Petroleum Exporting Coun-
tries and non-OPEC oil pro-
ducers reached a deal to cut 
output by almost 1.8 million 
bpd from January 1. That 
has helped boost prices 
in recent weeks, though it 
will be some time before it 
is clear whether countries 
are sticking to those com-
mitments.

“The announcements 
coming from Saudi Arabia, 
the United Arab Emirates, 
Qatar, Kuwait, Iraq, and Rus-
sia are all encouraging signs 
that they will abide by the cut 
and hopefully other coun-
tries will follow suit,” OPEC 
member Kuwait’s oil min-
ister Essam Abdul Mohsen 
Al-Marzouqsaid.

However, Libya’s National 
Oil Corporation (NOC) said 
it hoped to add 270,000 bar-
rels per day (bpd) to national 
production after it confirmed 
that pipelines leading from 
the Sharara and El Feel fields 
had reopened. NOC said that 
Sharara output has reached 
58,000 bpd.

Transneft and the Ener-
gy Ministry said the export 
schedule reflected planned 
allocations and that actual 
volumes exported might dif-
fer.

The export increases do 
not necessarily mean Moscow 
will fail to meet its commit-
ments under the deal. Some 
analysts, however, are scepti-
cal that Russia will honour its 
pledges.

Vienna-based JBC Energy 
has said its 2017 production 
forecast for Russia, Kazakh-
stan and Azerbaijan is just 
100,000 bpd lower after the 

Oil prices up in quiet session 
as year-end approaches

trading above $100 and made 
up 90 percent of revenue.

The kingdom has imple-
mented austerity measures 
this year to weather the 
downturn. In April, Depu-
ty Crown Prince Moham-
med bin Salman rolled out 
the Saudi Vision 2030, an 
economic plan to end the 
country’s “addiction” to oil. 
The government intends to 
spend 42 billion riyals on the 
program in 2017, up from 9 
billion this year, the Finance 
Ministry said.
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higher, and is clearly a sign 
that oil prices are expected 
to average $60 per barrel 
next year,” said John Sfaki-
anakis, director of economic 
research at the Gulf Research 
Center.

The Saudi government 
relies heavily on oil sales for 
revenue and its finances have 
taken a blow since prices 
started tumbling in 2014. 
Total projected revenue this 
year, at 528 billion riyals, is 
less than half what it col-
lected in 2013, when oil was 

Saudi Arabia expects 
oil revenue to jump by 
46 percent next year 
after a deal between 

the kingdom and other pro-
ducers to curb output drove 
up global prices.

The world’s top oil ex-
porter expects to collect 480 
billion riyals ($128 billion) 
from oil sales in 2017, com-
pared with 329 billion this 
year, the Finance Ministry 
said in a budget statement. 
Non-oil revenue will climb 
6.5 percent next year to 212 

billion riyals, it said.
Oil prices have rallied 

since the Organization of 
Petroleum Exporting Coun-
tries, of which Saudi Ara-
bia is the largest member, 
reached a deal with other 
producers to curb output 
next year. Benchmark Brent 
crude traded above $54 a 
barrel, almost double its 
low in January.

“The oil revenue increase 
is in line with the expecta-
tions by the authorities that 
the market is rebalancing 



FRANK UZUEGBUNAM

2016: Events that shaped oil, gas industry

T
he year 2016 has 
been a tumultu-
ous year for the oil 
and gas industry 
especially as it was 

heralded with crude oil prices 
plunging to $27 per barrels 
– its lowest level since 2013, 
crashing an incredible 75 per-
cent from its June 2014 peak of 
almost $108.

The steady decline in the 
oil prices created a wide-
spread headache for finan-
cial markets, causing energy 
companies’ profits to plunge, 
raising worries about the pros-
pect of bankruptcies in the oil 
sector and spooking investors 
about global growth. In total, 
crude oil has plunged an 
incredible 75% from its June 
2014 peak of almost $108.

Beyond the oil prices, 
several events and incidents 
stood out both in Nigeria, The 
West African sub-region and 
the world.

Nigeria bites the bullet – 
removes petroleum subsidy 

Nigeria finally bit the bul-
let, removing the corrupt and 
hugely inefficient fuel sub-
sidy regime with the intro-
duction of price modulation 
mechanism, kind of partial 
deregulation after trillions of 
naira were spent by succes-
sive administrations on the 
subsidy regime.

While the Nigeria Labour 
Congress (NLC), which played 
part for decades in frustrating 
attempts by previous adminis-
trations to remove the subsidy 
on petrol, insisted maintain-
ing the subsidy regime, the 
Manufacturers Association of 
Nigeria (MAN), Lagos Cham-
ber of Commerce and Indus-
try (LCCI) and Independent 
Petroleum Marketers Asso-
ciation of Nigeria (IPMAN), 
all backed the decision.

The Petroleum Products 
Pricing Regulatory Agency 
(PPPRA) later unveiled a new 
pricing template in which 
fuel stations in the country 
would sell the product at a 
maximum of N145 per litre, 
N58.50 higher than the previ-
ous price of N86.50 per litre. It 
also indicated that there was 

no subsidy for the importation 
of petrol, adding that the price 
would reflect extant market 
realities.

PPPRA also stated that 
petrol marketers would 
henceforth be allowed to in-
dependently source foreign 
exchange to import products 
into the country, and advised 
retail stations owned by the 
Nigerian National Petroleum 
Corporation (NNPC) to sell 
at pump prices below N145 
per litre.

Ghana passes Petroleum 
Act 

Ghana’s legislature during 
the year, enacted the Petro-
leum (Exploration and Pro-
duction) Act 2016 to replace 
the Petroleum (Exploration 
and Production) Act, 1984. 
The bill was first laid before 
Parliament in 2012 but years 
of stakeholder consultations 
delayed its passage.

 Emmanuel Buah, Ghana’s 
Energy Minister, said the new 
law would create an attractive 
environment for potential 
investors to participate in 
the sector by providing cer-

tainty and transparency in the 
ground rules for operations.

Energy think tank, Afri-
ca Centre for Energy Policy 
(ACEP), says the passage of 
the Petroleum (Exploration 
and Production) Act 2016 
by Parliament is welcome 
news for the oil and gas sector. 
However, ACEP says absence 
of punitive actions for conflict 
of interest by public officials 
blots the impecable work by 
Parliament.

“We are however worried 
that an important provision 
relating to penalty for conflict 
of interest of public officers 
has not been incorporated in 
the Act despite many calls for 
it”, said ACEP in a statement.

Though the ACEP says it 
has also taken positive note of 
the provisions of the new Act 
that will foster transparency 
in the sector. But the think 
tank says it will continue to 
campaign for the provision on 
conflict of interest to eventu-
ally reflect in future amend-
ments to the Act. 

Nevertheless, there is room 
for more transparency still for 

Ghana including full disclo-
sure of bids submitted in a 
competitive bidding process, 
ownership information of 
blocks awarded, including all 
beneficial ownership”, said 
Dolapo Oni, Head, Energy 
Research, ECOBANK PLC. 

ExxonMobil’s 1 billion 
big-bang oil discovery

ExxonMobil announced 
a significant discovery with a 
potential recoverable resource 
of about 1 billion barrels of oil 
on the Owowo field offshore 
Nigeria.

“It’s a significant morale 
booster for the industry es-
pecially as Nigeria’s reserve 
replacement ratio has been 
going down”, said Rolake 
Akinkugbe, Head of Energy 
& Natural Resources for FBN 
Quest. 

The Owowo field spans 
portions of the contract areas 
of Oil Prospecting License 223 
(OPL 223) and Oil Mining Li-
cense 139 (OML 139). The well 
was drilled by ExxonMobil 
affiliate Esso Exploration and 
Production Nigeria (Deep-
water Ventures) Limited and 
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proved additional resource in 
deeper reservoirs.

“One billion barrels of oil 
reserve is about 3 percent of 
Nigeria’s current reserve and 
if the potential is realized, 
that will give Nigeria an extra 
100,000 to 200,000 barrels of 
oil per day”, said Wumi Iledare, 
Professor of Energy Econom-
ics at Centre of Petroleum 
Institute, University of Port 
Harcourt.

Now comes the 7 Big Wins
President Buhari launched 

a new Petroleum Industry 
Road map for the develop-
ment of Nigeria’s oil and gas 
sector, named the ‘7 Big Wins’. 
The document is the short and 
medium term priorities to 
grow the nation’s oil and gas 
industry from 2015 to 2019.

The big wins include Niger 
Delta and security, policy and 
regulation, business environ-
ment and investment drive, 
transparency and efficiency, 
stakeholder management and 
international coordination, 
gas revolution and refineries 
and production capacity.

OPEC finally made a deal

The world’s largest oil ex-
porters finally agreed a deal 
to cut output for the first time 
in eight years to erode a global 
supply overhang that has per-
sisted for two years and halved 
the value of a barrel of crude. 

The Organization of the Pe-
troleum Exporting Countries 
(OPEC) confirmed its decision 
to implement a new produc-
tion target of 32.5 MMb/d 
effective January 1, 2017 for six 
months to accelerate the on-
going drawdown of the stock 
overhang and bring the oil 
market rebalancing forward. 
The reduction agreed during 
the OPEC 171st meeting in Vi-
enna, will cut output by some 
1.2 MMb/d, from the current 
33.64 MMb/d.

The oil cartel also agreed 
at the conference to estab-
lish a High-level Monitoring 
Committee, consisting of oil 
ministers, and assisted by the 
OPEC secretariat, to monitor 
the implementation of the 
agreement in addition to insti-
tutionalizing a framework for 
cooperation between OPEC 
and non-OPEC producing 
countries on a regular and 
sustainable basis.

Saudi Arabia, OPEC’s larg-
est producer, has agreed to 
bear the lion’s share of the 
cuts, but most member coun-
tries, including Iraq, which 
had initially refused to freeze 
its output, will limit their pro-
duction.

Iran, Libya and Nigeria 
were all given special dispen-
sation not to join in with the 
reduction, as the three are still 
fighting to boost their exports 
and regain market share lost 
to international sanctions, or 
civil unrest and violence.

Skeptics have warned that 
OPEC members are notorious 
cheaters and may not stick to 
quotas agreed. Ali al-Naimi, 
former Saudi Arabia Oil Minis-
ter, is one of the skeptics.  

“The only tool they have 
is to constrain production,” 
al-Naimi said of OPEC at an 
event in Washington, D.C. 
“The unfortunate part is we 
tend to cheat”, al-Naimi said 
adding that he was not op-
posed to production cuts in 
2014, as long as everyone 
participated. 
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The uncertainty of managing uncertainty
is a great deal of cheery reasons. 
For one, my room at Westin ho-
tel overlooks the sea, providing a 
great view. The sight of tourists 
and magnificent cruise ves-
sels gives the reassurance, that 
contrary to what I think while 
at home, the world is not about 
to end, economically. This was 
soothing. It helped me relax a 
bit to do some positive thinking.

As I began to countdown to 
the New Year, one thing came 
to my mind – what small busi-
nesses must do differently this 
Christmas as they prepare for 
2017. I know that by this time 
of the year, most people are 
preparing their New Year reso-
lutions for the coming year 
- a promise to do an act of 
improvement in one’s life, 
which will positively impact the 
person’s life and the society in 
general. These resolutions have 
become rituals and are often 
made in order to be broke in 
the first few weeks of the New 
Year. I thought of the factors 
that make people break their 
resolutions and came to the 
conclusion that they are more 
plentiful now in Nigeria than 
ever before. Perhaps, it might 
not be a great act to make reso-
lutions this time.

First is the present eco-
nomic downturn, which we call 
a recession. There has never 
been a time in the history of our 
country when it experienced 
such high unemployment ex-
isting together with high rates 
of inflation and contraction in 

several careers as a journalist, 
civil servant, banker and an 
academic, I opted for a “white 
Christmas” this year. I decided 
to spend the season in any of the 
countries that experience snow 
falls during Christmas. I wanted 
to go to very far places in Europe 
or America, where I was sure, 
barring any modification of the 
weather by climate change, I will 
still get a chance to put my head 
out into the snow to cool off. I 
doubt if there are so many good 
heads in Nigeria this Christmas 
that are not longing for some 
kind of cooling off. This has 
been one year in which even the 
so-called egg heads appeared 
headless in grappling with the 
economy.

My hunger for a cold place 
was not a luxury or quest for 
some exotic holiday location. It 
was simply a search for a place 
where thinking could be possi-
ble. It has been literally impossi-
ble for many people in Nigeria to 
think properly lately, due to the 
cacophony of sounds they hear 
from every corner. Like most Ni-
gerians, the past year has been 
too hot for me, but unlike many 
who have left for good, I have no 
option than to stay here and deal 
with the issues being thrown up 
daily by the sad news of scores 
of houses and tons of money 
being recovered from people 
who were trusted by the people 
to lead them. 

In trying to implement my 
plan, I found out that apart from 
the scarcity of U.S dollars, for 

those who happen to have the 
naira to buy foreign exchange, 
there are many other obstacles 
to those who want to get out 
of Nigeria for whatever rea-
son – SMEs, service providers, 
importers and others. There 
was scarcity of aviation fuel 
on the night of my travel or 
more appropriately, there was 
something that made it better 
for airplanes flying from Nigeria 
to other parts of the world to 
go first to Ghana. Wait for it: to 
fuel their planes. That’s exactly 
what happened when we took 
off from Lagos on our way to 
Amsterdam. Against the wishes 
of practically everyone in the 
airplane, we flew into Accra 
in Ghana and spent about 45 
minutes fuelling the airplane. 
Am still unable to understand 
what prompted the trip to Gha-
na, which was not originally 
advised to the passengers until 
they had boarded.

I am now in America, where 
flights are also being cancelled 
or diverted but not for aviation 
fuel or the now famous unspeci-
fied “operational reasons”, but 
for the generosity of nature in 
supplying a bit more coolant 
in some states than necessary. 
The heavy downpour of snow in 
certain parts of the United States 
of America has caused much 
disruption in both air and road 
transportation. Having settled 
down here in Florida, I find that 
it is not as cold as I had wanted. 
The weather is not much differ-
ent from that of Lagos but there 
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Currency depreciation was 
driven by a website that re-
ported on the exchange rate. 
People have been prosecuted 
and imprisoned on the basis 
of these allegations.

In managing the crisis, 
Maduro failed to authorize the 
issuance of higher-denomina-
tion banknotes, which would 
constitute an acknowledge-
ment of the high inflation 
that the country has suffered. 
The highest-denomination 
banknote, the 100-bolivar bill, 
which was worth $46.5 when 
it was introduced in 2008, fell 
to just $0.03, requiring moun-
tains of bills to make small 
payments.

The value of the stock of 
bills and coins held outside 
banks has fallen from about 
$150 per capita in 2012 to less 
than $6 at the beginning of 
this month. And the shortage 
of bills – caused in part by the 
difficulty of supplying so much 
low-value currency – upset 
Venezuelans to the point that 
the government finally took 
action.

According to Maduro, the 
problem was straightforward: 
bills were being siphoned out 
of the country by mafias fi-
nanced by the CIA. To destroy 
the mafias, Maduro cancelled 
these bills as legal tender and 

gave their holders only 72 
hours to exchange them at 
banks. To prevent the ma-
fias from returning the money 
from abroad in this period, the 
borders with Colombia and 
Brazil were closed.

The chaos that ensued is 
hard to describe. Just as Ven-
ezuelans were getting ready 
for Christmas, they found 
out that they had no money 
to pay for anything. Nobody 
would accept their 100-bolivar 
notes, and banks had no bills 
to exchange for those being 
returned by the public. People 
without bank accounts, mainly 
the poor, lost what little they 
had. The payment system went 
into a tailspin, and the country 
fell into chaos.

Now consider NAFTA. 
Trump convinced many vot-
ers that NAFTA was the worst 
trade deal the US ever signed. 
It was a deal negotiated by 
“really stupid people,” he de-
clared. Millions of jobs left 
the US for Mexico, causing 
Americans to suffer. The lack 
of good manufacturing jobs 
was clearly a major complaint 
during the election; but let’s 
check the facts before blaming 
Mexico and NAFTA.

In 1993, the last year be-
fore NAFTA came into effect, 
Mexican manufacturing value 

concepts that we cannot really 
define. In 1964, US Supreme 
Court Justice Potter Stewart 
stated his now famous crite-
rion of obscenity: “I know it 
when I see it.”

That certainly seems true 
of the connection between 
Chávez (who died in 2013) 
and Trump. Chávez, and then 
Maduro, adopted policies that 
put Venezuela in a very weak 
position: lavish spending, 
expropriation, price and for-
eign-exchange controls, and 
reckless borrowing abroad. 
Global capital markets lost 
confidence in Venezuela in 
2013, and the price of oil plum-
meted in 2014, making these 
policies unsustainable and 
sending the economy into a 
tailspin.

Confronting a declining 
economy, Maduro decided 
to blame it all on an econom-
ic war waged by the United 
States and its local cronies. 
The crucial point is that this 
imaginary war ended up being 
the rationale for government 
decisions. Every symptom of 
the crisis was transformed into 
the consequence of an action 
taken by the enemy. Shortages 
were the result of hoarding 
by speculators. Inflation was 
caused by price gouging by 
unscrupulous businessmen. 

When leaders are true to their lies

What does the Ven-
ezuelan domes-
tic payments cri-
sis have in com-

mon with the death of the 
North American Free Trade 
Agreement, announced by 
Wilbur Ross, US President-
elect Donald Trump’s pick to 
be the next US Secretary of 
Commerce? These two seem-
ingly disparate events are 
linked by the odd relationship 
with the truth that both Trump 
and the Chavista regime seem 
to share.

All governments lie. A few 
believe their own lies. But 
things get dangerous when 
they act in order to be true to 
their lies. That is the trap into 
which Venezuelan President 
Nicolás Maduro’s government 
has fallen, and it seems to be 
the logic behind the decision 
articulated by Ross to with-
draw from NAFTA.

Many observers have noted 
similarities between Trump 
and Maduro’s predecessor, 
the late Hugo Chávez, even 
though they represent op-
posite ends of the political 
spectrum. But our brains are 
designed to identify patterns. 
Toddlers learn the concept 
of a cat by being shown just 
a handful of exemplars. Even 
adults classify things based on 
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B
efore strategic plan-
ning fell into disuse 
in the late 90s, its 
hallmark was preci-
sion in prediction. 

Using a set of powerful analyti-
cal tools, corporate executives 
could predict the future of any 
business. However, under very 
uncertain conditions as those in 
Nigeria today, strategic planning 
becomes an exercise in futility, 
with little benefit if any or out-
right failure. When managers 
have been rendered incapable 
of scientifically identifying win-
ning strategies for their compa-
nies, the danger is that they may 
resort to gut feelings in dealing 
with the matters on which the 
future of their organizations 
rest. Then we can say hello 
Stone Age!

For the first time in my 

the national output. I think the 
first challenge we have with this 
problem is our inability to prop-
erly identify it. While recession 
is simply the contraction of 
national output represented by 
the GDP, Stagflation means is a 
combination of high inflation, 
high rates of unemployment 
and declining national produc-
tion. So to characterise the pre-
sent predicament as recession 
may be a bit misleading. Unless 
we properly identify a problem, 
it may be difficult to apply the 
right solution. Evidently, there 
is a connection among these 
phenomena but it is simplistic 
to address them all with the 
toga of recession and apply 
the same set of solutions. In the 
New Year we need to properly 
characterise our problem.

The value of the naira has 
become one of the most in-
determinate variables today. 
The dollar is very scarce, even 
to those who have the naira to 
buy it. As part of the exchange 
control mechanism introduced 
by the Central Bank, travellers 
are only allowed to purchase 
BTA after they have checked 
in for their flights, obtained 
boarding passes and can pro-
duce a copy of their BVN issued 
by NIBSS. With the boarding 
passes and the BVN, they are 
advised to approach Travelex 
as they make their way into the 
airplane. I humoured myself at 
the MMA and joined the queue 
for this service at the Travelex. 
After about 2hours in the queue 

and almost late for boarding, 
we were told that the dollar 
they had was exhausted. Only 
about 2 people were served all 
that while. We walked into the 
airplane with the little foreign 
currency we had bought from 
other sources. 

There have been reasonable 
fears that the exchange rate 
may worsen by the close of the 
year as the dollar continues rise 
against the naira. This means 
that SMEs can’t make any 
plans against next year due to 
uncertainty. We face not only 
the scarcity of foreign exchange 
but also policy uncertainty. 
Government by fiat of the Con-
troller General of Customs 
has banned the clearance of 
imported vehicles through the 
land borders. Analysts suggest 
that the best solution to the 
seeming boycott of our ports 
is to understand and address 
the causes of the boycott rather 
than to decree a blanket ban on 
importation of vehicles through 
the land borders. Some suggest 
that the action smacks of men-
tal laziness and lack of com-
mitment to trade intra-regional 
trade by Nigeria.

My take is that for members 
of the Small Business Commu-
nity, there is no need to make 
New Year resolutions, the un-
derlying variables of which can-
not be controlled. It is better to 
embrace what has become the 
new normal in Nigeria– manag-
ing uncertainty, which itself is a 
most uncertain enterprise.

added was equivalent to just 
7.7% of US manufacturing. By 
2014, it had grown to about 
10% of the US level, a gain 
representing about $50 billion. 
With average US productivity 
per worker at about $150,000, 
if Mexico’s manufacturing 
gain is attributed entirely to 
NAFTA, this represents about 
333,000 US jobs, or less than 
one out of every 400 jobs in 
the US.

In the same period, value 
added in US manufacturing 
increased by $972 billion, 
more than 19 times as much 
as Mexico’s gain. Compared 
to US manufacturing value 
added of $2.1 trillion, Mexico’s 
$50 billion is a paltry sum. And 
the US may have derived other 
benefits from the deal, such 
as more jobs, thanks to more 
exports to Mexico and more 
competitive Mexican inputs.

In the same 1993-2014 pe-
riod, industrial employment 
as a share of total employment 
fell by 8% in the US, 8.5% in 
Japan, and 9.8% in Germany, 
but it barely moved in Mexico. 
Clearly, the industrial jobs 
that are missing in the US 
have also gone missing in Ja-
pan and Germany, and those 
jobs are not in Mexico.

Trump may have con-
vinced Rust Belt voters that 

“their” jobs are in Mexico. 
But if he actually believes it, 
a lot of damage will be done 
before people discover the 
truth. As a consequence of all 
the talk about withdrawing 
from NAFTA, the Mexican 
peso has lost about 14% of 
its value since the election 
results were announced. That 
depreciation is larger than 
the likely tariffs the US would 
impose on Mexican goods if it 
left NAFTA.

Lying to get ahead is a hu-
man foible. But it becomes 
something much worse if, like 
Chávez, Maduro, and Trump, 
you remain true to your word.
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