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Strong Balance of Payments but Vulnerable

FSDH Research’s analysis of Nigeria's Balance of Payments Balance of Payments (US$' bn)

(BOP) position as at Q1 2018 confirms our view that the = 80 73 9%
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country’s external position remains strong but vulnerable to 6.2
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developments in the crude oil and gas market. The provisional 00 6%
BOP figures for Q1 2018 published by the Central Bank of >0 59
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Nigeria (CBN), indicates that the overall BOP for Nigeria 4%
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shows a surplus of US$7.32bn in Q1 2018, an increase from 20 3%
a surplus of US$2.98bn in Q1 2017. The overall BOP as a 1'0 2
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percentage of Gross Domestic Product (GDP) grew to 7.85% 00 0
in Q1 2018 from 3.49% in Q1 2017. A strong BOP helps to Q12017 Q22017 Q32017 Q42017 Q12018
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sustain stability in the foreign exchange market and reduce = Balance of Payments as a % of GDP-RHS
exchange rate risk. 250 Nigeria's Current Account (US$'bn)
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Our analysis of the current account component of the BOP 200 182 4.0
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shows that it increased to a surplus of US$4.47bn in Q1 2018 o 163 158 [ 153 3:0
from a surplus of US$3.42bn in Q1 2017. Total inflows 1.4 25
(consisting of exports and net current transfers) increased by  10.0 20
40.10% to US$20.83bn in Q1 2018 compared with 15
US$14.87bn in Q1 2017. Nigeria's inflows were dominated by - ;Z
crude oil and gas exports, accounting for 93.28% of total 0:0

exports and 64.46% of total inflows. Outflows were dominated Q12017 Q22017 Q32017 Q42017 Q12018

by the non-oil imports and net payments for services. s Outflows-LHS Inflows-LHS === Current Account Balance-RHS
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The financial account closed the quarter at a net outflow of 230

US$10.29bn from a net inflow of US$355.88mn in Q1 2017.

Inflows into the financial account were dominated by other . 12.6

investments and portfolio investments, accounting for 52.73% i

and 40.85% of total inflows respectively. 80 40 44 3.8
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The BOP report shows that the external reserves as at Q1 20 Q12017 Q22017 017 Q42017 Q12018

2018 stood at US$46.73bn compared with US$30bn in Q1 -7.0
2017. The reserves as at Q1 2018 could finance -120 103 ]
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approximately 16.2 months of imports higher than the global
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and West African Monetary Zone benchmarks of 3 months

and 6 months respectively. %00 w1
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FSDH Research notes that the Nigerian economy is overly 15
dependent on crude oil, which presents a significant downside 00 "
risk. Government at all levels must intensify efforts to 350
implement policies that would grow the non-oil sectors of the 200 h
economy. This would ensure that the economy is mitigated 12
against consequences attached to adverse developments in 250 11
the crude oil market and would also encourage more foreign g 10

capital inflows in the form of Foreign Direct Investments and a2t Q22017 Q32T Q42tT - Qf 2018

) . mmmm External Reserves-LHS === Months of Import Cover-RHS
Foreign Portfolio Investments.

Sources: Central Bank of Nigeria (CBN) and FSDH
Research Analysis

RHS - Right Hand Side LHS - Left Hand Side

Please click on the links below to access our latest reports:
> Expected Drop in Inflation Rate and Yields Movement
> Inflation Rate to Moderate Lower in June
» Monthly Strategic Report — Public Debt Vulnerable to
Exchange Rate Movements

For enquiries, please contact us at our offices:

Lagos Office: 5th-8th floors UAC House, 1/5 Odunlami Street, Lagos. Tel: 234-1-2702880-2; 234-1-2702887

Port Harcourt Office: 2nd Floor, Skye Bank Building (Former Mainstreet Bank Building) 5 Trans Amadi
Road, Port Harcourt. Tel: 234-8024081331

Abuja Office: Leadway House (First Floor), Plot 1061 Herbert Macaulay way, Central Business District,
Abuja-Nigeria. Tel.: 234-9-2918821

Website: www.fsdhgroup.com email: research@fsdhgroup.com

Our Reports and Prices are also Available on Bloomberg {FSDH<GO>}

Disclaimer Policy
This publication is produced by FSDH Merchant Bank Limited solely for the information of users who are expected to make their own
investment decisions without undue reliance on any information or opinions contained herein. The opinions contained in the report
should not be interpreted as an offer to sell, or a solicitation of any offer to buy any investment. FSDH Merchant Bank Limited may
invest substantially in securities of companies using information contained herein and may also perform or seek to perform investment
services for companies mentioned herein. Whilst every care has been taken in preparing this document, no responsibility or liability
is accepted by any member of the FSDH Merchant Bank Limited for actions taken as a result of information provided in this publication.
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