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(Bloomberg Intelligence) -- Nigeria’s economy grew in 4Q at the slowest annual pace since at least 
2010, and oil production was the biggest drag. GDP growth could be weaker still or even negative in 
the first half of 2016 because of the reduction in oil production after recent attacks from militants. 
With other parts of the economy already struggling, the full-year expansion might be the slowest in 
decades. A devaluation of the naira would add to risks for growth this year but boost the medium-
term economic outlook. 
 
Key Points: 

 Growth of 2.1% in 4Q15 was the slowest since at least 1Q10, largely due to lower oil 
production. 

 Pipeline blasts are likely to reduce oil production and economic growth further in 1H16. 

 Further downgrades of full-year growth forecasts are likely. 
 

Nigeria’s real GDP growth slowed to 2.1% year over year in 4Q from 2.84% in 3Q, the worst quarterly 
reading since at least 1Q10. The deterioration was largely due to an 8.3% year-over-year contraction 
in oil-sector output, which the statistics office attributed to the decline in oil prices, while growth in 
the non-oil sector was 3.14%, marginally stronger than the 3.05% reading in 3Q. The decline in the 
oil sector, accounting for about 10% of overall GDP, subtracted 0.7 percentage point from headline 
growth compared with an addition of 0.1 percentage point in 3Q. The agricultural and wholesale and 
retail trade sectors, which grew by 3.3% and 4.7%, respectively, were the largest contributors to 
headline growth, adding 0.7 percentage point and 0.8 percentage point. Cement production grew by 
21.3%, but this was still a slowdown compared with average growth rates of 22.4% in the first three 
quarters of the year, 29.7% in 2014 and 39.2% in 2013, illustrating a rare successful example of 
import substitution. 
 

 
 
 



The 4Q reading brought real GDP growth for the whole of 2015 to 2.8%, the weakest since 1995, 
when the economy expanded 2.24%. (Note: the precise figure in 2015 was 2.7864%, a hair slower 
than the 2.80% pace in 1999.) The U.S. Census Bureau estimates Nigeria’s population grew by 2.5% 
in 2015, which illustrates how living standards have stagnated in the country since the era of $100-
per-barrel oil ended in mid-2014. GDP per capita could drop further still if the naira is devalued, 
which may be needed to revive economic growth (seeINSIGHT: Nigerian Central Bank Unlikely to 
Fend Off Devaluation.) 
 
Pipeline Blasts to Reduce Oil Production Further 
The latest GDP numbers point to the challenges faced by the administration of President 
Muhammadu Buhari in maintaining oil production levels amid renewed unrest in the Niger delta. 
Shell declared force majeure on shipments from its Forcados terminal on Feb. 21, a week after an oil 
pipeline explosion that was suspected to have been carried about by militants deploying divers, 
according to sources cited by the Financial Times. Three pipelines were bombed in January as Niger 
Delta rebels responded to cutbacks on payouts as part of an amnesty program and the indictment of 
one of their leaders. There is a risk of further attacks because the situation looks unlikely to be 
resolved by the government in the near term. 
 

 
 
Repairs to the pipeline could keep Forcados out of operation until May andreduce oil production by 
300,000 barrels per day, according to Nigerian Minister of State for Petroleum Emmanuel Ibe 
Kachikwu. This alone could push the contraction in the oil sector into double-digits in the first half of 
2016 and could reduce headline GDP growth by as much as 1.5 percentage points. With oil 
production accounting for about a tenth of GDP and other sectors of the economy slowing, a 
negative overall growth reading is a possibility. There is also the ongoing breakup of the Nigerian 
National Petroleum Corporation into smaller units, though this is not expected to affect oil 
production levels. The NNPC is involved in both downstream and upstream operations as well as 
regulating and supervising the oil industry. 
 



 
 
The reduction in oil exports will further constrain government revenue and foreign-exchange 
earnings in the near term, resulting in second-round effects on the non-oil sector. While that will be 
economically significant, it may still not be enough to convince authorities to abandon their policy of 
limiting access to U.S. dollars (see INSIGHT: Central Bank of Nigeria Fighting the Current on Naira). As 
recently as March 5, Buhari dismissed advice from the International Monetary Fund to devalue the 
currency. The minutes of the Central Bank of Nigeria’s Monetary Policy Committee meeting on Jan. 
25-26 showed only one member overtly in favor of a weaker naira. BI Economics continues to expect 
that the ultimate decision will be deferred to Buhari. 
 
While the economy is undoubtedly suffering, there do not appear to be immediate balance-of-
payments pressures. Nigerian foreign-exchange reserves have been steady for the past 15 months at 
about $30 billion, equivalent to more than six months of imports. They had fallen by almost 25% in 
the second half of 2014. The stability of FX reserves largely reflects a compression of imports due to 
domestic demand weakness and a reduction in (official) financial outflows, as the stock of foreign 
portfolio investment has diminished. Buhari has said that devaluing the naira would cause further 
hardship for the country’s poor, something that he is not prepared to do. It is unclear what would 
change his mind, since the currency controls are already increasing living costs. While a weaker naira 
would undoubtedly weigh on domestic demand and growth in the near term, it should spur foreign 
investment and increase the competitiveness of domestically produced goods. That should support 
growth over the medium to long term. 
 


