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Nigeria’s real gross domestic product (GDP) contracted by

Fig. 1: Quarterly GDP real growth rates (%)

2.06% year-on-year in 2Q’16. In the second quarter to June 2016,
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Nigeria recorded real GDP growth rate of -2.06% relative to -0.36%
in the first quarter of the year and +2.35% in the second quarter of
the previous year. The negative growth rate in the review period
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to persistent unrest in the oil producing region, the scarcity of
foreign exchange with negative effects on importation of goods and
low level of capital spending by policymakers in the period. The
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weakness in the real growth rate is in line with our earlier forecast;
however we expect to see an improvement in the economic indicator
in the third quarter of the year which is expected to be on the back
of increased capital spending by the Federal Government. Although,
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challenges such as weakness in consumer spending, scarcity of
foreign exchange, oil prices and production shocks and harsh

Fig. 2: Contribution to GDP in 2Q’16 – oil sector and non-oil sector

business operating environment poses a concern.
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In the review period, the oil sector recorded weak activities which
resulted into a real growth rate of -17.48% relative to -1.89% in
1Q’16 and -6.79% in 2Q’15. The weakness was a result of low prices
of crude oil in the international market and to a high extent the
hostility in the oil producing region which has led to destruction of
oil and gas infrastructures in the region. Crude oil production in the
quarter stood at an average of 1.69 million barrel per day (mbpd),
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lower by 19.9% and 17.6% compared with an average of 2.11 mbpd
and 2.05 mbpd respectively in the first quarter of 2016 and the
corresponding quarter of the previous year. Also, the review quarter’s
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oil production is lower by 19.1% compared with 8-quarter average of
2.09 mbpd.

Table 1: Oil sector and non-oil sector – quarterly real growth rates
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On the other hand, Brent crude oil traded at average prices of
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US$48.38 per barrel in the review quarter, down by 30.6% against

Non-oil sector
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average prices of US$69.69 per barrel in the corresponding period of
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the previous year. Consequently, the decline affected the revenue
accrued to the government from crude oil in the period.
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Fig. 3: Crude oil production (mbpd)
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Fig. 4: Prices of Brent crude oil (US$/barrel)
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Contraction in the non-oil sector was mitigated by growth in Agriculture and
Information and Communication sector. In the review period, the non-oil sector of
the economy recorded a real growth rate of -0.38%, lower than the -0.18% in 1Q’16 and
+3.46% in the second quarter of the previous year. The decline was a result of weakness
in the operations of some economic activities in the sector such as manufacturing,
construction and real estate. Manufacturing sector recorded real growth rate of -3.36%,
which is an improvement relative to -7.00% in the first quarter of the year and -3.82%
in 2Q’15. The improvement was recorded on the back of the significant positive real
growth rate of 49.19% in oil refining activities in the period. In addition, the activities in
construction sector was negatively impacted, it posted a real growth rate of -6.28% in
2Q’16 relative to -5.37% in the preceding quarter and +6.42% in the corresponding
quarter of the previous year. Similarly, real estate sector had a real growth rate of -5.27%
in the period compared with -4.69% in 1Q’16 and +2.97% in 2Q’15.
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On the other hand, the decline in the non-oil sector was mitigated by positive real
growth rate in the agriculture sector, information and communication sector and “other
services” sector. Agriculture sector recorded a strong growth rate of +4.53% in the
period relative to +3.09% and +3.49% in the prior quarter and the corresponding
quarter of 2015 accordingly. The significant improvement in agriculture was driven by
growth in crop production on the back of the commencement of harvest season and
the present focus of policymakers on the sector. Also, information and communication
sector grew by +1.35% in real term, a lower growth rate relative to +4.07% in 1Q’16
and +6.26% in 2Q’15. The growth was driven by positive growth rate in
telecommunications, publishing and broadcasting. Similarly, “other services” sector
recorded a significant growth rate of +4.32% in the period, although it is lower than
+8.04% and +16.35% in the first quarter of 2016 and the second quarter of the
previous year.
Fig. 5: Oil sector and non-oil sector – quarterly real growth rates
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Fig. 6: Oil sector and non-oil sector contribution to GDP (%)
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Services sector maintains its leading role in contribution to GDP in 2Q’16. In
broad term, Nigeria’s economy was classified into agriculture sector, industry sector and
services sector. We are keen to highlight that services has been the dominant sector in
the economy, it accounted for 54.80% in 2Q’16 while agriculture sector and industry
sector represents 22.55% and 22.65% respectively. However, the proportion of
agriculture increased in the period relative to 20.48% in the prior quarter and 21.12% in
2Q’15, therefore the proportion of services and industry declined accordingly. The
expansion in the proportion of agriculture reflected the increased inflow of investments
into crop production sub-sector, on the back of the new policy direction of the
government towards diversification of the economy and the aspiration to attain selfsufficiency in food production. However, attention of policymakers seem to be
concentrated on crop production as other segments of agriculture – livestock, forestry
and fishery – accounted for insignificant proportion of the GDP. For example, crop
production represents 20.00% of GDP, whereas livestock and forestry accounts for
1.75% and 0.28% of output respectively while fishery accounts for 0.52%.
Fig. 7: Sectoral contribution to GDP in 2Q’16
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Fig. 8: Quarterly sectoral contribution to GDP (%)
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Fig. 9: Components of agriculture sector in 2Q’16
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The top ten economic activities accounts for 81.8% of the total GDP. In 2Q’16,
crop production, trade and telecommunications are among the top ten contributors to
output and their combined contribution accounts for 81.8% of the total GDP. They
accounted for the significant share of activities in the economy, therefore their
performance normally decide the direction of growth in the economy. Furthermore, oil
refining recorded the highest real growth rate in the period, i.e. real growth rate of
+49.19% relative to -22.59% in 1Q’16 and -64.54% in 2Q’15. This was a result of the
improvement in the operations of local refineries in the first quarter of the year;
however we considered the review quarter’s growth rate an outlier. This was followed
by water supply, sewage and waste management economic activities and livestock with
real growth rate of +8.46% and +6.32% in that order. On the other hand, post and
courier services led the list of economic activities that recorded a decline in real growth
rate in the period with growth rate of -67.88%, followed by motor vehicle and assembly
and crude oil with real growth rate of -29.35% and -17.48% respectively.
Fig. 10: Economic activities: Top ten contributors to GDP in 2Q’16
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Fig. 11: Economic activities: Top ten real GDP growth rates in 2Q’16
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Fig. 12: Economic activities: Top ten decline in real GDP growth rates in 2Q’16
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This research report has been prepared by the analyst(s), whose name(s) appear on the front page of this document, to provide
background information about the issues which are the subject matter of this report. It is given for information purposes only.
Each analyst hereby certifies that with respect to the issues discussed herein, all the views expressed in this document are his or her
own and reflect his or her personal views about any and all of such matters. These views are not necessarily held or shared by
PanAfrican Capital or any of its affiliate companies. The analyst(s) views herein are expressed in good faith and every effort has been
made to base our opinion on reliable comprehensive information but no representation is made as to its accuracy or completeness. The
opinions and information contained in this report are subject to change and neither the analysts nor PanAfrican Capital is under any
obligation to notify you or make public any announcement with respect to such change.
This report is produced independently of PanAfrican Capital and the recommendations (if any), forecasts, opinions, estimates,
expectations and views contained herein are entirely those of the analysts. While all reasonable care has been taken to ensure that the
facts stated herein are accurate and that the recommendations, forecasts, opinions, estimates, expectations and views contained herein
are fair and reasonable, none of the analysts, PanAfrican Capital nor any of its directors, officers or employees has verified the contents
hereof and accordingly, none of the analysts, PanAfrican Capital nor any of its respective directors, officers or employees, shall be in
any way responsible for the contents hereof.
With the exception of information regarding PanAfrican Capital, reports prepared by PanAfrican Capital analysts are based on public
information. Facts and views presented in this report have not been reviewed and may not reflect information known to professionals
on other PanAfrican Capital business areas including investment banking. This report does not provide individually tailored investment
advice. Reports are prepared without regard to individual financial circumstances and objectives of persons who receive it. The
securities discussed in this report may not be suitable for all investors. It is recommended that investors independently evaluate
particular investments and strategies. The appropriateness of a particular investment or strategy will depend on an investor’s individual
circumstances or objectives. Neither the analyst(s), PanAfrican Capital, any of its respective directors, officers nor employees accepts
any liability whatsoever for any loss so ever arising from any use of this report or its contents or otherwise arising in connection
therewith. Each analyst and/or any person connected with any analyst may have acted upon or used the information herein contained,
or the research or analysis on which it is based prior to its publication date. This document may not be relied upon by any of its
recipients or any other person in making investment decisions.
Each research analyst certifies that no part of his or her compensation was, or will be directly or indirectly related to the specific
recommendations (if any), opinions, forecasts, estimates or views in this report. Analysts’’ compensation is based upon activities and
services intended to benefit clients of PanAfrican Capital. As with other employees of PanAfrican Capital, analysts’ compensation is
impacted by the overall profitability of PanAfrican Capital, which includes revenues from all business areas of PanAfrican Capital.
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