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Nigeria

Policy uncertainties and weak hydrocarbon revenues
General Information
GDP

USD568.51bn (World ranking 22, World Bank 2014)

Population

178.52mn (World ranking 7, World Bank 2014)

Form of state

Federal Republic

Head of government

President Muhammadu Buhari

Next elections

2019, presidential and legislative

Strengths

Weaknesses

 Dominant economy in West Africa in terms of
population and GDP and now the continent’s
largest economy.
 Hydrocarbons resource base, with 2.2% of global
oil reserves (11th in global rankings and 43 years
of additional extraction at current rates) and 2.7%
of natural gas reserves (9th and over 100 years).
 High oil prices in 2011-2014 boosted export
earnings, provided current account surpluses and
accumulation of international reserves (import
cover markedly in excess of the international
comfort benchmark of three months).
 External debt ratios are again deteriorating but
remain comfortable.

 With oil and gas accounting for over 90% of export
revenues, the economy is susceptible to volatility in
global markets and to large swings in energy prices.
 The federal government is hampered by the strength of
state and tribal authorities. Deep ethnic, religious and
regional divisions provide risks to systemic stability.
 Personal and corporate security is high risk.
 Long history of economic mismanagement and
corruption continue to affect perceptions of doing
business in the country.
 Data provision remains poor for a country of such size
and strategic importance.
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Imports
Road vehicles
Petroleum, petroleum products and
related materials
Cereals and cereal preparations
Other industrial machinery and parts
Electrical machinery, apparatus and

Economic Overview
General Overview

Key Economic Forecasts

President Muhammadu Buhari took office in May
2015 following a successful and peaceful political
transition. However, there are some daunting
domestic, regional and global challenges, including
sectarian divides, a Boko Haram insurgency and
currently weaker oil prices. In addition, some
economic policy responses to counter the negative
economic consequences of reduced oil and gas
earnings have raised concerns. These include the
imposition of selective import controls and reticence
to devalue the NGN, although currency adjustment
at some stage appears probable.
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GDP Breakdown (%)

Not just an oil economy
The economy centres around (but is not totally
dependent on, see chart) the hydrocarbons sector
and Nigeria is a significant supplier of oil and gas to
world markets. However, oil output is subject to
domestic interruptions through industrial strikes,
infrastructure breakdowns, sabotage and illegal
siphoning of pipelines. In May 2016, output fell by
around -800,000 barrels (-40%) to 1.4 million barrels
per day as a result of renewed attacks by militants in
the Niger Delta area.
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Current Account Balance and External Debt (% of GDP)
External debt (% GDP, left
scale)

60

Pressures associated with external debt repayments
declined substantially following debt forgiveness and
rescheduling under Paris and London Clubs in 2006
and 2007 (see chart). However, while external debt
repayments are now comfortable, debt ratios are
again increasing.
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Weak business environment
The World Bank’s Doing Business 2016 survey
ranks Nigeria 169 out of 189 countries assessed
above Cameroon and Bangladesh but below Algeria
and Guinea. Nigeria ranks 143 in terms of both the
enforcement of contracts and the ease of resolution
of insolvencies.
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External accounts have deteriorated but
external debt obligations are low
Recent governments have adopted an overall policy
of economic diversification away from oil and gas
and actively promoted investment in nonhydrocarbon sectors, including mining, agriculture,
financial services and manufacturing. However, the
oil and gas sector represents around 20% of GDP
and remains a pivotal force for economic
development of the country. It provides around 80%
of government revenues and accounts for over 90%
of export earnings. Accordingly, with Benchmark oil
prices around USD50/barrel in mid-June 2016
compared with over USD100/b in 2011-2013, the
current account has turned into deficit. EH expects
the deficit to be around -3% of GDP in 2016.
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