ECONOMIC REPORT FOR THE MONTH OF JUNE 2001

10 SUMMARY

The upward movement in monetary
aggregates observed since the beginning of
the year continued in June. Broad money
supply (M2) and narrow money (M1) rose by
1.2 per cent and 0.6 per cent, respectivey,
during the month and expanded by 28.0 per
cent and 26.1 per cent in the firs sx months
of the year, as againg the 12.2 per cent and
4.3 per cent maximum targets for the whole
year. Monegay growth was driven by the
subgtantial  increases in aggregate credit to
the economy and foreign assets (net) of the
banking sysem. Aggregate bank credit to
the domestic economy rose by 2.5 per cent
during the month, and increased sharply
during the fird sx months of the year by
32.4 per cent as agang the 15.8 per cent
target growth dipulated for fiscd 2001
Foreign assets (net) of the banking system
also rose by 1.1 per cent in June and by 9.8
per cent in the firda hdf of the year,
reflecting the favourable developments in
the internationd petroleum market.

Deposit and lending rates of deposit
money banks showed rdative dahility
during the month. The weghted average
savings deposit rate rose by 0.1 percentage
point to 4.8 per cent, while the average
prime and maximum lending rates remained
unchanged a the previous month’'s leves of
22.6 and 28.4 per cents, respectively. Thus,
the spread between the savings deposit and
maximum lending raes remaned wide at
23.6 percentage points.

The levd of money maket assets
outstanding rose by 1.1 per cent to N523.3
billion, in contrast to a decline of 1.3 per
cent in the preceding month. The rise was
atributable to the increases in the vaue of
Bankers Acceptances (BAs), Commercia

Pepers (CPs) and Eligible Development
Stocks (EDS), respectively. No new issues
of Nigeian Treasury Bills (NTBs) were
made during the month, while matured bills
were re-issued.  Activities on the Nigerian
Stock Exchange showed a downward trend
as traded shares declined from 402.9 million
in 37,779 deds to 371.6 million in 35,462
dedls during the month.

Agriculturd  activities were boosted
by deady ranfdl during the month.
Farmers in the northern states commenced
planting of ran-fed crops such as millets,
sorghum, maize and groundnut while those
in the southen dates concentrated on
weeding, prunning and applicaion  of
fatilizr and insecticides.  The edimated
index of indudtria production rose by 0.6
per cent in the second quarter of 2001.
Edimaed crude ol  output, including
condensates and natura gas, rose by 1.8 per
cent over the preceding month's leve.
Crude oil exports represented 80.3 per cent
of total production, while the balance (19.7
pa cett) was refined for domestic
consumption. The average price of
Nigerias reference crude, the Bonny light,
(37°API) at US$28.03 a barrd, fell by 15
per cent from the levd in the preceding
month. Smilaly, the price index of
Nigeriads mgor agricultura commodities at
the London Commodities Market declined
by 13.5 per cent. The inflation rate stood at
16.6 per cent in June 2001, up from 15.7 per
cent in the preceding month.

Data on foregn exchange flows
through the Centra Bank of Nigeria (CBN)
in June 2001, showed an inflow of
US$1,1747 million and an outflow of
US$HO55.9 million resulting in a net inflow
of US$2188 million.  Foreign exchange
sdes in the Inter-bank Foreign Exchange



Market (IFEM) declined to US$662.2
million from US$6744 million in May
2001. The average exchange rate of the
naira appreciated by 1.0 per cent to
N111.98 from N113.07 per dollar in the
IFEM, and by 1.5 and 1.6 per cent in the
pardld maket and bureaux de change,
respectively. Nigerias externd reserves
rose by 2.0 per cent to US$10,358.8 million.

On the international scene, totd
world oil supply exceeded demand by 0.75
mbd. Other internationa economic
developments tha influenced the domegtic
economy during the month induded: the
meeting of the Assocaion of African
Centrd Banks (AACB) Technicd
Committee on African Mongay Co-
operation Programme (AMCP) hed in
Abuja, from June 26 — 29, 2001, and the

goprovd  of $903 million by the
Internationa Development Association
(IDA) for the Federd Government of

Nigerids 3-year HIV/AIDS Emergency
Action Plan.

20 FINANCIAL SECTOR

DEVELOPMENTS

The upward movement in moneary

aggregates, observed since the beginning of
the year, continued in June. Developments
in the money market were buoyed by bank
liquidity, while activities on the Nigerian
Stock Exchange were bearish. Bank interest
rates showed reative sability during the
month in review.

21 Monetary and Credit
Developments

Provisona data indicated that broad
money stock (M) rose by N 16.4 hillion or
1.2 per cent compared with an increase of
N21.0 hillion or 1.6 per cent in the previous
month. The increese in the review month
reflected the rise in both narrow money and
guasi-money. Narow money (M)
increased by MN4.6 hillion or 0.6 per cen,
compared with the N12.1 hbillion or 1.5 per
cent increese in the preceding month.
During the firg ax months of the year, (M)
and (M1) grew by 28.0 per cent and 26.1 per
cent, respectivdly, as agang the maximum
target of 12.2 and 4.3 per cent for fiscal
2001. The increase in (M1) during the
month was atributable to the increases in
aggregate bank credit to the domestic
economy and foreign assats (net) of the
banking sysem. The rise in quas-money

Figure 1 : Aggregate Money Supply in Nigeria (Monthly & Cumulative Growth Rate in Per
cent)
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and the decline in other assats (net) of the
banking sysem, however, exeted a
moderating influence on (M;) growth (Fig.
1).

Aggregate  bank credit to the
domestic economy increased by MN15.9
billion or 25 per cent to N643.2 hillion, in
contrast to a decline of 11.9 per cent in the
previous month. Over the end-December
2000 leve, bank credit to the economy

Banking sysem’'s net dams on the
Federd Government fdl by N4.7 billion or
3.8 per cent in June, 2001 and N19.0 billion
or 17.2 per cent in the first hdf of the year,
as againg the 2.6 per cent growth target for
fisca 2001. Centrd Bank net clams on the
Federa Government declined by ©N24.0
billion or 87 per cent, reflecting largely the
substantid  rise in Federd  Government
deposits with the Bank.  Deposit money
banks clams, on the other hand, rose by
N19.3 billion or 12.8 per cent, attributable to

Figure 2: Aggregate Domestic Credit To The Economy (Monthly & Cumulative Growth Rate -
Please note that omitted points are outliers)
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rose by 32.4 per cent, as against the 15.8 per the increese in the banks  treasury hill
cent target growth sipulated for fisca 2001. holdings and the subgantid decline in

The rise in the review month reflected
entirdly the increase in credit to the private
sector, as ne clams on the Feded
Government declined.

Federd Government deposits with them.

Bank credit to the private sector rose
by N20.6 billion or 2.7 per cent, compared
with the increese of 58 per cent in the
previous month. The rise in the review



month reflected the increase in  deposit
money banks dams. In the firg gx
months of the year, credit to the sector
increased by 29.6 per cent and exceeded the
22.8 per cent maximum target for the whole
year (Fig. 2).

Clams on dae and locd
governments incressed by N2.0 hillion or
7.3 per cent compared with the N7.2 hillion
or 34.8. per cent rise in the previous month.
Over end-December 2000, the system’'s
cedit to the sub-sector  increased
gonificantly by N22.4 billion or 296.0 per
cent, compared with N4.0 hillion or 192.6
per cent in the corresponding period of
2000. The rise in the review month
reflected entirdly the increase in  depost
money banks clams.

Banking system’'s cdams on ‘other’
private sector, which congtituted the bulk of
the system’s credit (96.0 per cent) to the
private sector, rose by N18.6 hillion or 2.6
per cent. In the firs Sx months of the year,
credit to the sub-sector increased by 26.2 per
cent, compared with the 13.1 per cent rise in
the corresponding period d 2000. Credit to
the sub-sector continued to be influenced
largely by devdopments in the foreign
exchange market.

At N1,399.6 hillion, foreign assets
(net) of the banking system rose by N15.1
billion or 1.1 per cent compared with an
increase of MN13.9 hillion or 1.3 per cent in
the previous month. Centra Bank’s holding
amounted to MN1,109.6 hillion, condituting
793 per cent of the tota outstanding,
compared with 79.1 per cent in the previous
month. The share of depost money banks
was N290.0 hillion or 20.7 per cent. In the
fird 9x months of the year, foreign assets
(net) rose by N124.6 billion or 9.8 per cent.
The dhap increese in Centrd Bank's
holding was atributable to favourable

devdopments in the internaiond petroleum
market.

Quas-money grew by N 11.8 hillion
or 2.3 per cent to N5224 hillion compared
with an increese of MN8.9 hillion or 1.8 per
cent in the preceding month. The
cumuldive increese in the Ix-month period
between December, 2000 and June, 2001
was N124.1 billion or 31.2 per cent
compared with the N92.4 billion or 30.1 per
cent rise in the corresponding period of
2000. The geady growth in quasi-money
was induced by the enhanced yidd on
savings ingruments and the redive gability
in thefinancid markets

Other assts (net) of the banking
sydem fdl by N14.7 billion or 2.1 per cent,
as agang the N68.2 hillion or 8.9 per cent
increase in  the preceding month.  The fall
reflected largely the increase in CBN's other
lighilities

2.2  Currency-in-circulation and
Depositsat CBN

At N3413 billion, currency in
crculation rose by MN5.0 billion or 1.5 per
cent and N137.3 hillion or 67.3 per cent over
the levds in the preceding month and
corresponding month of 2000, respectively.
The devdopment during the month was
traceable to vault cash and currency outsde
banks. The shares of the two components
in total currency in circulation were 15.0 and
85.0 per cent, respectively, compared with
147 and 85.3 per cent in the preceding
month and 11.8 and 88.2 per cent in the
corresponding month of 2000.

Total deposits a the CBN stood at
N1,0552 hillion, indicaing increases of
N104.0 hillion or 10.9 per cent and N265.3
billion or 33.6 per cent over the leves in the
preceding month and June 2000. The shares



of government, bankers and “other” in totd
deposits at the CBN were 84.5, 13.8 and 1.7
per cent, compared with 84.2, 12.8 and 3.0

24  Money Market Developments

The vaue of totd money market

per cent in the preceding month, asts outstanding a end-June, 2001 rose by
respectively. N56 hillion or 1.1 per cent to N523.3
billion, in contrast t0 a decline of N6.8
Figure 3: Selected Banks' Interest Rates (Per Cent, Monthly Average)
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2.3  Interest Rate Developments

The weghted average savings
deposit rate of the deposit money banks rose
from 4.7 per cent in May 2001 to 4.8 per
cent, while the average rates on time
deposts of various maturities  increased
from arange of 10.0 — 14.5 per cent to 10.1
— 146 pe cent. The average prime and
maximum lending rates, however, remained
unchanged a the previous month's levels of
22,6 and 28.4 per cent, respectively. Thus,
the spread between deposit money banks
savings depost and maximum lending rates
remained wide a 23.6 percentage points,
compared with 237 per cet in the
preceding month. With the inflation rate at
16.6 per cent in June 2001, al deposit rates
had turned negative in red terms.

billion or 1.3 per cent in the preceding
month.  The rise in the review month
reflected the increases of N45 hillion or
18.5 per cent, NO.6 billion or 2.3 per cent
and NO.5 billion or 21.7 per cent in Bankers
Acceptances (BAs), Commercid Papers
(CPs) and Eligible Deveopment Stocks
(EDS),  respectively. Treasury  hills
outstanding, however, remained unchanged
a the previous month's levd of N465.5
billion.

Treasury hills worth N88.64 billion
were re-issued to replace matured bills of
the same vaue, compared with MN98.87
billion in the preceding month. Of the totd
re-issued in the month, banks subscribed
N51.44 billion or 58.0 per cent while the
non-bank public, including discount houses,
subscribed N27.46 billion or 31.0 per cent.




The bdance of N9.74 billion or 11.0 per
cent was absorbed by the Centra Bank.

Public patronage of treasury securities
increesed  subgantidly  in June,  following
improved bank liquidity, aisng largely
from the datutory dlocations to the three
tiers of government. Thus, banks treasury
bill holdings rose by N24.0 billion or 13.2
per cent to N2054 hillion, as agang the
decline of N5.6 hillion or 3.0 per cet
recorded in May 2001. Holdings by ‘other’
investors aso increased by N1.4 billion or
2.5 per cent to N57.6 hillion. Consequently,
Centrd Bank holding fel by N25.4 hillion
or 111 per cent to N2025 billion, in
contrast to the N3.1 hillion or 1.4 per cent
increase in the previous month.

2.5  Capital Market Developments

The tota number of shares traded on the
Nigerian Stock Exchange (NSE) declined
from 402.9 million shares in 37,779 deds in
May 2001 to 371.6 million shares in 35,462

month and N2.1 billion in the corresponding
month of 2000.

2.6 Deposit Money Banks' Activities

Totd assedliadiliies of  depost
money banks in June, 2001 sood at
N2,097.0 hillion, representing increases of
N78.2 hillion or 3.7 per cent and N392.7
billion or 23.0 per cent over the levelsin the
preceding month and end-December 2000,
respectively. Funds were sourced mainly
from the increese in unclassfied liabilities
expanson in centrd government deposts
and draw down of foreign assets, while the
maor uses of funds included reduction in
unclassfied assets and  expangon  in
reserves, among others.

The banks aggregate credit to the
domestic economy stood at N933.3 hillion,
representing increases of 4.4 per cent and
15.7 per cent over the levels in the preceding
month and end-December, 2000. Of this
amount, N763.0 billion or 817 per cent

Figure 4: Treasury Bills' Holdings (N'Billion)
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deds during the month. All the transactions
were in equities, as dedings in Federd
Government Stocks and Industriad  Loan/
Preference Stocks remained dormant. The
tota value of shares traded was N 4.0 billion
compared with &4.4 billion in the preceding

went to the private sector, while the federd
government absorbed N170.8 billion
or 18.3 per cent.

Centra Bank's credit to depost
money banks amounted to N54 hillion,



representing a fdl of N1.1 hillion or 17.2
per cent from the preceding month's leve.
The decline reflected entirdly the reduction
in  overdraft faciliies to depodt money
banks from N3.7 hillion in the previous
month to N-2.1 billion.

Totd gpecified liquid assets of
deposit money banks stood at N612.0 hillion
or 554 pe cent of their total depost
ligbilities.  This levd of assats was 15
percentage points above the preceding
month’'s level and 154 percentage points
above the adjused datutory minimum raio
of 40.0 per cent.

2.7 Discount Houses

Totd astglidbilities of the discount houses
sood a MN25.0 billion, representing an
increase of N6.4 hillion or 34.5 per cent over
the preceding month's level. On aggregate,
the discount houses complied fully with the
prescribed ratio on the dructure of ther
asHs. Invetments in Federd Government
securities of less than 91 days maturity stood
at N9.8 hillion or 67.0 per cent of their tota
depost liddilities. The ratio was 32.2 and
7.0 percentage points &bove the levd
achieved in the preceding month and the
precribed minimum of 600 per cent,
respectively. The discount houses dso
complied with the prescribed gearing ratio,
as tota borrowings stood a N17.0 million or
0.4 per cent of capitd and reserves during
the month, compared with the <Sipulated
maximum target of 50:1 for 2001.

30 DOMESTIC ECONOMIC
CONDITIONS

The farmers in the northen dates
commenced the planting of ran-fed crops
while those in the southern dates
concentrated on weeding and pruning. The
oil sector

recorded a drop in output, while the
domedtic price levd rose further with the
rate of inflation a 16.6 per cent, compared
with 15.7 per cent in May, 2001.

31  Agricultural Sector

Agricultura  activities were boosted
nationwide by deady ranfdl during the
month.  Farmers in the northern dates
commenced planting of rain-fed crops such
a mille, sorghum, maize and groundnut in
addition to harvesting of dry season crops.
Those in the South concentrated on
weeding, prunning and the gpplication of
fertilizr and insecticides.  Other activities
centred on the control of parasites in smdl
ruminants in the livetock sector and
maintenance of existing fish ponds.

The sum of N398 million was
guaranteed to 1,089 famers under the
Agriculturd Credit  Guarantee  Scheme
(ACGS) in June 2001 This amount
represented an increase of 188.2 and 124.8
per cent over ther levels in the preceding
month and the corresponding period of
2000. A sub-sectord andyss of the loans
guaranteed showed that the food crop sub-
sector had N35.6 million (89.6 per cent of
the totd loans) for disbursement to 1,038
famers. Of this amount &29.0 million (81.5
per cent) was dlocated to 849 gran
famers, while the badance of N6.6 million
(18.5 per cent) was granted to 189 root and
tuber crop producers. The livestock sub-
sector received the sum of N2.7 million (6.8
per cent of total loans) for the benefit of 37
fames. The sum of MN22 million was
granted to 6 cash crop farmers while ‘others
received NO.2 million.

The prices of Nigerids mgor
agriculturd  commodities a the London
Commodities Market fel during the month.
At 46.8 (1985 = 100), the al-commodities



price index in dollar terms declined by 135
and 6.4 per cent from the leves recorded in
the preceding and the corresponding months
of 2000. Four of the Sx commodities
monitored recorded price declines which
ranged from 6.1 per cent for cotton to 26.9
per cent for pam-oil. When compared with
the corresponding month of 2000, dl the
commodities, except soya-bean, recorded
price decline. In naira teems, soya-bean,
cotton, coffee and cocoa recorded price
decreases of 0.1, 7.0, 8.1 and 14.1 per cent,
respectively, while copra and pam-all
recorded price increases of 9.0 and 11.4 per
cent, respectively.

3.2 Indugrial Production

The peformance of the indudrid
sector during the second quarter of 2001
showed an improvement reaive to the
preceding quarter and the corresponding
quarter of 2000. At 143.0 (1985 = 100),
edimated index of indudtrid production rose
by 0.6 and 4.9 per cent over the levels in the
preceding quarter and the corresponding
quarter of 2000. The rise in the second

quarter of 2001 reflected the increases of
20, 6.7 and 3.2 per cent in manufacturing,
mining axd  decricity  consumption,
repectivdly.  The index of manufacturing
production increased by 2.0 and 1.6 per cent
over the levels in the corresponding quarter
of 2000 and the preceding quarter,

respectively.

The index of mining production, a
145.5 (1985 = 100), increased by 0.1 and 6.7
per cent over the leves in the preceding and
the corresponding quarters of 2000. The
increase in mining was accounted for by dl
the components  except casdSterite and
columbite which fdl by 27 and 0.6 per
cent, respectively. Edimaed at 210.0
million bards  crude ol  production
(including condensates), which  accounted
for over 98 per cent of mining output,
increased by 0.5 and 4.2 per cent over the
levels in the preceding and corresponding
quarters of 2000. The improvement in the
output of crude oil was attributable to the
return of relative peace in the ol producing
communities Electricity  consumption

Figure 5: Index of Industrial Production (1985 =100)
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increased in the second quarter of 2001 over
the levds in the preceding and the
corresponding  quarter  of  2000. The
improvement in totd consumption was
atributable to the rehabilitation of the
generation, trangmisson and  didribution
facilities in the power indudtry.

3.3  Petroleum

Estimated crude oil production by
Nigeria, including condensates and natura

gas liquids, totdled 2.29 million barrds per
day (mbd) or 68.70 million barres for the

Crude ail prices genegdly fel in the
spot market. At $28.03 a barrel, the average
price of Nigerids reference crude, the
Bonny light (37° API), showed a fdl of 1.5
per cent from the levd in the preceding
month.  The prices of other competing
brands of crude such as the Forcados, U.K.

Brent, Arab ligt and Wet Texas
Intermediate (WTI) were  $27.67,
$27.76,$2091 and $27.23 a bare

respectively, showing declines of 1.0, 1.4,
4.1 and 3.7 per cent from ther levels in the
preceding  month. Smilaly, in the
European net-back market, the Bonny light

month,
indicating a
rise of 1.8 per

Figure 6 : Monthly Consumer Price Indices in Nigeria (1985 = 100)
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cent compared with 74 per cent in the
preceding month. Export of crude oil was
edtimated a 184 mbd for the month,
indicating a fal of 3.2 per cent from the
1.90 mbd exported in the preceding month.
Tota crude oil exports represented 80.3 per
cent of output, compared with 84.4 per cent
in the preceding month. Deliveries of crude
ol to refineries for domestic consumption
rose from 0.35 mbd in the preceding month
to 045 mbd or 135 million barres for the
month. The increase followed the gpprovd
of the Federd Government to increase crude
ol supply for domestic consumption from
0.30 mbd to 0.445 mbd effective May, 2001.

and the UK Brent were sold at $31.96 and
$31.56 a barrd, indicaing declines of 3.0
and 3.2 per cent, respectively, from ther
levels in the preceding month. The fdl in
the prices was attributable to the high leve
of gocks in the consumer countries as well
as the continuing weak demand by the mgor
consumers as a result of the dow down in
economic activities.



34 Consumer Prices

Actud data showed that the dl-items

4.0 EXTERNAL SECTOR
DEVELOPMENTS

composite Consumer Price Index (CPI) in 4.1  Foreign Exchange Flows
June 2001 was 4,263.5 (1985 = 100). This
represented a fall of 1.5 below the preceding Fordgn  exchange inflows and
month’s levd but an increase of 16.1 percent outflows through the Centrd Bank of
over the leve in the corresponding month Nigeria (CBN) in June 2001 stood at
of 2000. The decline during the month was $1,1747 million and $9559 million,
respectively.
Figure 7: Inflation Rate in Nigeria (Per Cent, Monthly) When C_Ompared
with ther levels
20 ?n May 2001,
inflows fel by
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/ while  outflows
5 o dropped by 14.1
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0 manly to the
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export  receipts
Source:Federal Office of Statistics(FOS), Lagos Whl I € w"ﬂwvs

tracesble largdy to accommodation, fud
and light and transportation whose indices
fel by 17.8 and 5.0 per cent, respectively.
When compared with ther levds in the
corresponding month a year earlier, food
component showed a substantid increese  of
305 per cent while accommodation, fue
and light as wel as trangportation fdl by
21.9 and 3.3 per cent, respectively.

The inflaion rae for the tweve-
month period ended June 2001 was 16.6 per
cent, compared with 15.7 per cent for May
2001 and 0.9 per cent in the corresponding
month of 2000. The upward trend in
inflationary pressure  was  dtributable  to
rgpid monetary growth induced by the
expandonary fiscd operations of the three
tiers of government, reinforced by supply
bottlenecks and  high costs of domestic
production.
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was due largdy
to the sharp declines in disbursements for
externa debt sarvice and ‘other officid
payments .

Avalable data on foreign exchange flows in
June, 2001, showed that inflows amounted
to $1,4182 million, down from $1,493.6
million in May 2001. Receipts from the ol
sector  accounted for $1,128.3 million or
79.6 per cent of totd inflows, while non-ail
public sector recepts and inflows through
other autonomous sources accounted for the
remaining 20.4 per cent.

Outflows totdled $1,045.2 million,
representing a decline of 114 per cent
reldive to the levd in the preceding month.
The fdl was due largdy to the subgantiad
drop in payments for externd debt service
from $104.9 million in May to $53.9 million
in June. There was ds0 a margind decline
in CBN funding of the IFEM from $674.4



Figure 8: Foreign Exchange Flows Through the CBN ($'Million)
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million to $662.2 million during the period. of govenment policy on comprehensve
Furthermore,  disbursements for  ‘other import ingpection a the ports. The CBN,

officid payments fdl dharply from $328.8
million in May to $165.2 million.

4.2  Sectoral Utilisation of Foreign

Exchange

however, purchased $0.5 million from the
IFEM during the month, compared with $1.1
million in the previous month.
Consequently, the average exchange rate of
the nara gppreciated margindly in the

Figure 9:

JUNE 2001

Sectoral Utilization of Foreign Exchange (percentage of total)

The indudtrid sector continued to be
dominant in foreign exchange utilisation as
it accounted for 40.5 per cent of tota foreign
exchange disbursed in June 2001. Other

sectors, in a descending order of
importance,  included: invisbles generd
merchandise, food, trangportation and

agricultura products.

4.3  Foreign Exchange Market

Developments

The demand pressure in the Inter-bank
Foreign Exchange Market (IFEM)
moderated dightly during the month.  Totd
foreign exchange sold to authorised deders
by the CBN amounted to $662.2 million,
compared with $674.4 million in May 2001.
The moderation reflected largey the impact
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IFEM by 1.0 per cent to N111.98 per dollar
from N113.07 per dollar in May 2001. The
rates in the pardld market and bureaux de
change also appreciated by 1.5 per cent and
16 per cent from ther respective leves in
May 2001, thus narowing the premium
between the IFEM and the pardld market
rates to 20.76 per cent, from 21.39 per cent
amonth earlier.

44  External Reserves

Nigerias gross externa reserves at
end-June, 2001 amounted to $10,558.8
million, representing an increase of 2.0 per
cent over the $10,353.7 million recorded at
end-May, 2001. This leve of reserves
could finance 8.4 months of current

foreign exchange commitments, compared
with 7.8 monthsin the previous month.



5.0 OTHER INTERNATIONAL
ECONOMIC DEVELOPMENTS

World crude oil output fell from 76.56
mbd in May 2001 to 75.65 mbd in June,
while demand a 74.90 mbd aso fdl by 1.0
mbd.  Total world oil supply exceeded
demand by 0.75 mbd, compared with 0.66
mbd in the preceding month, owing manly
to the dow down in economic activities in
the United States of America and other
indugtrid nations.

The Asxociaion of African Centrd
Banks (AACB) Technicd Committee on
African Monetary Cooperation Programme
(AMCP) and Codt Implications of a
Rotationd AACB Secretariat met in Abuja,
from June 26 — 29, 2001. On the African
Monetary  Cooperation  Programme, the
committee noted that the various economic
groupings were a different leveds of

economic and monetary integration and to
avoid dowing down the progress made by
the fas adjusing sub-regions it was
decided that the sub-regions should be
dlowed to adjust a varied speeds while
putting &l necessacy measures in place
The implementation of the Action Plan was
revised from 5 to 6 stages while the date for
the edablisment of the Africen Centrd
Bank wasreviewed from 2015 to 2021.

The Internationd Development
Association (IDA), approved $90.3 million
loan for the Federd Government of
Nigerids 3-yer HIV/AIDS Emergency
Action Pan. The loan is meant to reduce
the soread of the disease and mitigate the
impect of HIV infection.

At 147.4 in the fourth quarter of 2001, the
index of eectricity production rose by 1.4
per cent over the level recorded in the
preceding quarter. It, however, fdl by 0.7
quarter.

per cent when compared with the
corresponding  quarter  of  2000. The
improvement in the review peiod was

Figure 6 : Monthly Consumer Price Indices in Nigeria (1985 = 100)
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attributable to the on-going rehabilitation of




the generation, transmisson and digtribution
facilities in the power indudtry.

3.3  Petroleum Sector
Nigerids crude ol production,
including condensates and naurd gas

liquids, wasestimated a  2.28 million

bards per day (mbd) or 70.68 million
bareds for the month, representing an
increese of 04 per cent over its levd in
November 2001. The share of the country’s
production in tota OPEC output was 7.7
per cent, compared with 7.6 per cent in the
preceding month. Crude oil exports were
edimated a 1.83 million bards per day
(mbd) or 56.73 million bards for the
month, showing an increese of 0.01 mbd
over the leve recorded in the preceding
month.  Oil exports accounted for 80.3 per
cent of total output while the balance (19.7

per cent) was refined for domestic
consumption.
Crude ol prices fdl during the

month, following the down turn in globd
economy and the dack demand for heating
ol as a result of mild winter in the Northern
Hemisphere. At US$18.65 a barrd, the
average price of Nigerids reference crude,
the Bonny Light (37° API), fell by 3.0 per
cent below its levd in November 2001
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Smilarly, the price of two other competing
brands of crude, namey the U.K Brent and

the West Texas Intermediate (WTI) fdl
from US$19.15 and US$20.91 a barre to
US$1853 and US$H1888 a bard,
respectively, while the average price of
Arab Light was US$13.32 a barrel.

Smilaly, in the European net-back
market, the Bonny Light and the UK Brent
were sold at $20.40 and $20.35 a barrd,
respectively, indicating declines of 84 per
cent and 4.6 per cent from their price levels
in November 2001.

3.4 Consumer Prices

Data from the Federd Office of
Satigics (FOS) showed that the all-items
composite Consumer Price Index (CPI) in
December 2001 stood at 4401.7 (1985 =
100), reflecting a decline of 35 per cent
bdow the levd in the preceding month but
an increase of 16.5 per cent over the levd in
corresponding  month  of 2000. The
development during the month was tracegble
to dl the component items except clothing
and footwear; household goods and
trangportation whose indices rose by 15.4,

6.8 and 34 pe cent, respectivey. When
compaed with ther levds in the
corresponding month a year earlier, dl the
component _items recorded price increases

Figure 7: Inflation Rate in Nigeria (Per Cent, Monthly)
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except  accommodation, medica care and
hedth expenses; whose indices recorded
price decreases of 14.5 and 17.3 per cent,

respectively.

The inflaion rate for the tweve-
month period ended December 2001 was
18.9 per cent, compared with 18.7 per cent
in the preceding month and 6.9 per cent in
the corresponding month of 2000 (Fig. 7).
The upwad trend in inflationary pressure
was attributed to rapid monetary expanson
coupled with cost - push factors including
structurd bottlenecks.

40 EXTERNAL SECTOR
DEVELOPMENTS

4.1  Foreign Exchange Flows

In December 2001, foreign exchange

inflov and outflow through the Centrd
Bank of Nigeria (CBN) amounted to $938.9

11

million. Compared with the respective levels
of $956.2 million and $1,356.2 million in
the preceding month, inflow and outflow
declined by 1.8 and 25.6 per cent. The
decline in inflow was accounted for by the
fdl in oil recapts while that of outflow was
atributable mainly to the decline in funding
of IFEM and disbursements on “Other
Officid Payments’ from $964.3 million and
$268.4 in November 2001 to $753.9 million
and $183.1 million, respectively.
Cummulative inflov and outflow in 2001
amounted to US$15719.0 million and
US$14,736.8 million, compared  with
US$15,7400 million and US$11,810.9
million, respectively, in the same period, a
year ealier.

Avalable data on foreign exchange
flows through the economy, showed that
total inflow stood at $1,289.9 million, down
from $1,306.0 million in November 2001
Receipts from the oil sector fel by 4.2 per

Figure 8: Foreign Exchange Flows Through the CBN ($'Million)
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million and $1,008.7 million, respectively,
representing a net outflow of US $69.8
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cent to $880.8 million and condtituted 68.3
per cent of tota inflow, during the month,
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while nortoil public sector inflow and
receipts through  autonomous  Sources
amounted to $409.1 million or 31.7 per cent
of the totd. At $1,083.0 million, foreign
exchange outflov  from the economy
represented a decrease of 16.8 per cent from
the level in November 2001. The fal was
accounted for largely by the 21.8 and 31.8
per cent decline in the funding of the IFEM
and disbursements in respect of  ‘Other
Officid Payments, respectivdy.  Externd
debt service dso fel by 32.7 per cent from
$76.7 million in the preceding month to
$51.7 million. However, outflow through
autonomous sources rose from $70.5 million
to $74.3 million during the month.

45  Sectoral Utilisation of Foreign
Exchange

As in the pad, the indudtrid sector
accounted for the bulk (40.6 per cent) of
totd foregn exchange disbursed in
December, 2001, followed closdy by
invisbles which had 256 per cent of the

46  Foreign ExchangeMarket

Developments

The demand pressure in the Inter-
bank Foreign Exchange Market (IFEM)
moderated during the review month, as
$75395 million was sold to authorized
deders by the CBN, compared with $967.30
million in November 2001. The decline was
atributable to seasond factor arisng from
increased inflow during the review period.
The CBN purchased US$16.68 million from
the market, in contrast to the preceding
month when no purchases were made by the
Bank.

The average exchange rate of the
nara vis-avis the U.S. dollar depreciated
from MN111.99 per dollar in November to
N113.01 per dollar. Smilarly, the raes in
the pardld maket and the bureaux de
change depreciated from N133.70 and
N134.04 per dollar to N134.41 and N134.59
per dollar during the period. Overdl, the
premium between the IFEM and the parald

Figure 9: Sectoral Utilization of Foreign Exchange (percentage of total)
DEC.2001
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total. Other beneficiary sectors, in  a
descending order of importance, included:
generd  merchandise, food, transportation
and agriculturd products (Fig 9).
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market rates narrowed from  19.39
percentage points in November 2001 to
18.93 per cent in December 2001.

4.4 External Reserves



Nigerid s gross externa reserves stood at
$10,438.8 million in December 2001,
indicating an increese of 0.2 per cent during
the month. This levd could finance 85
months of imports & the current foreign
exchange commitments, compared with 84
months in November 2001.

50 OTHER INTERNATIONAL

ECONOMIC DEVELOPMENTS

World crude oil output rose from 76.80
mbd in November 2001 to 77.53 mbd in
December 2001. Similaly, world crude ail
supply exceeded demand by 0.23 mbd,
compared with an excess supply of 0.67
mbd in the preceding month.

The Authority of Heads of State and
Government of the Economic Community
of West African States (ECOWAS) held its
Twenty-Fifth Ordinary Sesson in Dakar,
Republic of Senegd on 20" and 218
December, 2001. The mgor issues
discussed included: African Union and New
Patnership  for  Africdls  Development
(NEPAD); Monetary Cooperation
Progranme; ECOWAS Passport; Private
Sector Promotion; Transformation of the
ECOWAS Fund into a holding company
known as the ECOWAS Bank for
Invesment and Deveopment  (EBID);
Indtitutional  Issues;, and the ECOWAS
Anthem and flag.

In a reaed devdopment, the
Internationd Monetary Fund, (IMF), in its

13
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World Economic Outlook for 2002 noted
that the globa recesson will have serious
implications  for the  economies  of
developing countries. On debt issues, it was
reported that about $34.0 hillion has been
deployed to assist 23 developing countries
through the Highly Indebted Poor Countries
(HIPC) initiative, to improve spending on
hedth education and combat HIV and
AIDS. The report, however, noted that
economic  progpects for most  African
countries with sound macroeconomic and
gructura policies would be brighter.

In another deveopment, the United
Nations Development Programmes (UNDP)
has pledged N700 million to support Human
Development Fund (HDF), a new initiative,
to fight poverty in Nigeria

Findly, four vyeas of economic
recesson have resulted in politicd unrest in
Argentina The geness of the criss could
be traced to the country’s default on its
externd debt obligations amounting to US

$155.0 hillion. Other factors included
corruption,  politicd ingability,  fiscd
indiscipline  and  riang  unemployment.

Developing countries should draw from the
Argentine experience in order to avert
economic criss which usudly makes policy
options difficult.
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20 SUMMARY

Avalable data indicated further
growth of monetary aggregates in December
2001. Broad money stock (M) rose by 1.6
per cent, while narow money (Mj)
increased by 2.7 per cent. Over the levd in
December 2000, (M) and (M1) grew by
299 and 288 per cent, respectively, as
agang the maximum targets of 12.2 and 4.3
per cent for fiscd 2001. Monetary growth
was induced by the increases in aggregate
bank credit to the economy and other assets
(net) of the banking sysem. Totd bank
credit rose by 2.6 per cent during the review
month and increased sharply by 87.8 per
cent during the year, as againg the 15.8 per
cent target growth stipulated for 2001.

Interest rate developments were
mixed. The average savings depost rate
remaned unchanged & the preceding
month’'s level of 5.0 per cent. The rates on
deposits of various maturities rose to
between 125 — 21.2 per cent from 124 —
21.0 per cent in November 2001, while the

14

rate on 6 month deposgts fdl from 20.6 per
cent to 20.0 percent . The banks average
prime and maximum lending raes rose by
0.2 and 0.1 per cent to 24.9 and 30.9 per
cent in December , respectively. The spread
between banks weighted average deposit
and maximum lending rates was 12.1 per
cent .

The vdue of money market assets
outstanding, rose, reflecting the respective
increases of 243 and 80 per cent in
Treasury Bills and Bankers Acceptances.
The increase in Tressury Bills represented
manly new issues made to liquidate
outdanding Ways and Means Advances.
Performance indicators of the capita market
trended downward, as the value of traded
securities, market capitdization as wel as
price indices declined.

Agriculturd activities  during  the
month conssted of harvests of late crops,
processng and storage of grains and dry



season  vegetable  gardening.  Crude ol
output, including condensates and naturd
gas, was edimated a 228 million barres
per day (mbd) or 70.68 million barres for
the month. Crude oil exports represented
80.3 per cent of totd output, while the
baance (19.7 per cent) was refined for
domestic consumption. The average price
of Nigerias reference crude, the Bonny
light, (37°AP), fell by 3.0 per cent from its
level in November 2001. The price index of
Nigerias mgor agricultura commodities at
the London Commodities Maket dso fdll
by 4.1 per cent in dollar terms and 9.6 per
cent, in nara tems, from the levels in the
preceding month.  The inflation rate rose
further to 18.9 per cent, up from 18.7 per
cent in the preceding month.

Avalable data on foreign exchange
flows through the Centrd Bank of Nigeria
(CBN) showed an inflow of US$938.9
million and an outflow of US$1,008.7
million, rexting in a ng ouflow of
US$69.8 million during the month. Foreign
exchange sdes in the Inter-bank Foreign
Exchange Maket (IFEM) declined from
US$967.3 million in  November to
US$753.95 million in December 2001. The
average exchange rate of the nara vis-avis
the U.S. dollar depreciated from N111.99 to
N113.01 per dollar in the IFEM, and from
N133.70 and N134.04 to N134.41 and
N13459 per dollar in the padld market
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Nigerid's gross externd reserves rose by 0.2
per cent to US$10,438.8 million as a end-
December, 2001.

On the international scene, totd
world oil supply exceeded demand by 0.23
mbd, compared with 0.67 mbd excess
supply in the preceding month. The
Internationd Monetary Fund (IMF), in its
World Economic Outlook for 2002, noted

thaa the globd recesson will have
implications  for the  economies  of

developing countries.  On debt issues, the
report noted that about $34.0 billion has
been deployed to assst 23 developing
countries through the Highly Indebted Poor
Countries (HIPC) initiative.  The United
Nations Deveopment Programme (UNDP)
has pledged N700 million to support
Human Devedopment Fund (HDF) to fight

poverty in Nigeria

2.0 FINANCIAL SECTOR
DEVELOPMENTS

Money  supply increesed  further  in

December 2001. Interest rate movements

indicated mixed developments. The liquidity

and bureaux-de-change, respectively. dtudion in the banking system continued to
Figure 1 : Aggregate Money Supply in Nigeria (Monthly & Cumulative Growth Rate in Per cent)
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influence  devdopments in  the money
market, while mgor stock market indices
declined.

21  Monetary and Credit
Developments

Avalable data indicated that broad
money supply (M2) rose in December 2001
by 16 pe cet, reflecting wholly the
increese in narow money (Mi) as quas-
money declined. M; rose by 2.7 per cent to
N821.3 hillion, compared with the increase
of 4.3 per cent in November 2001. During
the year, Mp and M; grew by 29.9 and 28.8
per cent, respectively, as agang the
maximum targets of 12.2 and 4.3 per cent
for fiscal 2001.

Aggregate bank credit to the
domestic economy rose by N23.4 billion or
26 pe cent to N9125 hillion, compared
with the increase N74.9 hbillion or 9.2 per
cent in the preceding month. The rise
reflected the increase in credit to both the
Federa Government and the private sector,
with the former accounting for 56.7 per cent
of the totd increase Over the end-
December 2000 leve, tota bank credit to
the domedtic economy rose subgtantidly by
87.8 per cent, as againgt the 15.8 per cent
target growth gtipulated for fiscal 2001.

Banking sysem’'s net clams on the
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Federa Government rose by N13.3 hillion
or 29.3 per cent, reflecting the increases in
net clams by the Centrd Bank and deposit
money banks. Centrd Bank's net clams
rose by N8.3 billion or 6.0 per cent, due
manly to the dgnificant incresse in its
holding of government securities Credit by
depost money banks increased by N5.0
billion or 2.7 per cent, falowing manly the
decline in Federd Government’s deposits.
In 2001, net credit to the Federa
Government rose sgnificantly by 1532 per
cent as againg the 2.6 per cent target growth
prescribed for the year. The increase
reflected the substantid rise in Centrd Bank
net dams.

Banking sysem's credit to the
private sector rose by N10.2 billion or 1.2
per cent, compared with the increase of 2.4
per cent in the preceding month. At end-
December 2001, credit to the private sector
increased by 433 per cent, as againg the
22.8 per cent maximum target for the whole
year (fig.2).

Clams on dae and locd
governments increased subgantiadly by N9.8
billion or 57.3 per cent, in contrast to a
decline of 11.8 per cent observed in the
preceding month.  The increase reflected
entirdy the rise in dams by deposit money
banks. Over the end-December 2000 leve,

Figure 2: Aggregate Domestic Credit To The Economy (Monthly & Cumulative Growth Rate -
Please note that omitted points are outliers )
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the sysem’s credit to the sub-sector rose
sharply by N19.2 billion or 254.2 per cent.

Banking sysem cdams on ‘other’
private sector, which condtituted 96.8 per
cent of credit to the private sector, rose by
0.1 per cent, compared with an increase of
29 per cent in the preceding month. As in
the previous month, the depost money
banks accounted for 99.0 per cent of the
totd increese.  Over the levd a end-
December 2000, credit to the sub-sector rose
sharply by 40.7 per cent.

Foreign assets (net) of the banking system
fdl by N23.7 billion or 1.7 per cent to
MN1,355.0 hillion, in contrast to the increase
of N91.2 hillion or 7.1 per cent in the
preceding month. The decline reflected
largdy the fdl in Centrd Bank's holding
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to N524.8 hillion, compared with a smilar
fdl of N17.6 billion or 3.2 per cent in the
preceding month. The increase in the
review month reflected further draw-down
of depodts with the banks in anticipation of
the end -of - year fedivities. The cumulative
increase during the year was N126.5 hillion
or 31.8 per cent, compared with the N113.8
billion or 37.1 per cent risesin 2000.

Other assts (net) of the banking
system rose by N21.7 billion or 2.3 per cent,
as agand the decline of N151.2 billion or
19.1 per cent in the preceding month. The
increase was tracegble to the accounts of
both the Centra Bank and depost money
banks. The rise in Centrd Bank’s account
reflected the increase in its other assets
mainly receivables cdams on the branches
and miscdlaneous items. The rise in depost

Figure 3: Selected Banks' Interest Rates (Per Cent, Monthly Average)
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which condtituted 78.8 per cent of the totdl. money banks  account reflected the
In fiscd 2001, the system's foreign assets increases  in the banks  fixed asss,

(net), however, rose by N80.0 hillion or 6.3
per cent, following favourable developments
in the internationd petroleum market in the
firgt three quarters of the year.

Quas-money declined further in
December by M525.4 million or 0.1 per cent

17

sugpense account and other miscellaneous
ast items.

2.5  Currency-in-circulation and
Depositsat CBN



At N379.8 billion in December 2001,
currency in crculation increased by N17.9
billion or 4.9 per cent and N69.3 hillion or
223 pe cent over the levds in the
preceding month and corresponding month
of 2000, respectively. The development
during the month reflected the increases in
currency outsdde the banking sysem and
vault-cash.

Total deposits aa CBN stood at
N1,0089 hillion, indicating a dedine of
N52.5 billion or 4.9 per cent from the leve
in the preceding month but an increase of
N50.7 billion or 5.3 per cent over the leve
in the corresponding period of 2000. The
shares of the Federal Government, bankers
and ‘other’ in total deposts at the CBN were
822, 154 and 2.4 per cent, respectively,
compared with 85.1, 12.9 and 2.0 per cent in
November 2001.

2.6  Interest Rate Developments
Avalable data on bank interest rate
movements indicated mixed developments
in December 2001. The average savings
depost rate remained unchanged a the
preceding month’'s level of 5.0 per cent, the
average rate on deposits of 6 - month
maturity fell by 0.6 percentage point to 20.0
per cent, while other depost rates, which
ranged 12.4 — 21.0 per cent in November,
rose to a range of 125 — 21.2 per cent.
Banks aerage prime and maximum
lending rates rose by 0.2 and 0.1 percentage
point to 24.9 and 30.9 per cent, respectively.
Thus, the spread between banks weighted
average depost and maximum lending rates
stood a 12.1 percentage points, compared
with 12.7 points in November 2001, while
the margin between the savings deposit and
maximum lending raies was 25.9 percentage
points as againgt 25.8 points recorded in the
preceding month.
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The average inter-bank cal rate
declined from 25.4 per cent in November to
246 per cent. The observed decline was
dtributable to  improved liquidity  in the
money market, induced by the rdease of
datutory dlocations and disbursement of the
proceeds from GSM licensng fees to the
three tiers of government during the month.

2.7 Money Market Developments

The vdue of money market assets
outstanding a& end-December, 2001 rose by
N1155 billion or 21.4 per cent to N654.0
billion, compared with the increase of N2.2
billion or 0.4 per cent in the preceding

month.  The rise in the review month
reflected the increases of N113.0 hillion or
243 per cent in Tressury bills and N2.7
billion or 80 per cent in Bankes
Acceptances  (BAS). The levd of
Commercid Peapers (CPs) and Eligible
Development Stocks (EDS), on the other
hand, fdl magindly by NO.1 billion or 0.3
per cent and NO.1 billion or 2.7 per cent,

respectively.

Treasury hills worth N88.6 hillion
were re-issued in the review month to
replace matured bills of the same vaue,
compared with N98.9 hillion re-issued in the
preceding month, while new issues worth
N113.0 billion were made to refinance
outstanding Ways and Means Advances to
the Federd Government. Thus, totd treasury
bills outstanding rose to MN578.5 hillion from
MN465.5 billion in November 2001. Of the
totd issue during the month, depost money
banks and discount houses subscribed N44.4
billion or 22.0 per cent and N2.7 billion or
14 per cent, respectivdy, while “other”
investors subscribed N24.2 billion or 12.0
per cent. The baance of N130.3 hillion or
64.6 per cent was absorbed by the Centra
Bank. Following the decine in public
paironage of tressury hills, Centrd Bank's



totd holding rose sharply by N138.0 hillion
or 76.1 per cent to N319.3 billion compared
with the increase of N6.9 hillion or 4.0 per
cent in the preceding month.
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Totd assglidbiliies of  depost
money banks stood a N2,167.3 hillion,
representing increases of N2.0 billion or 0.1
per cent and N462.9 hillion or 27.2 per cent
above the preceding month's levd and the

2.8  Capital Market Developments levd a end-December 2000, respectively.
Funds were sourced manly from the
Most market indicators trended downward increase in undlassfied ligbilities,
Figure 4: Treasury Bills' Holdings (N'Billion)
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in December 2001.The totd number of divesment of holdings in government

shares traded on the Nigerian Stock
Exchange roee from 4557 million in
37,426 deds to 501.6 million in 25504
deds, while the vaue of traded securities
fdl from N51 billion to N39 hillion
Market capitaization and vaue price indices
dso fdl by 19 and 18 pe cent,
respectively, from the levds of N660.7
billion and 11,1746 recorded in the
preceding month. The observed
developments were attributable to investors
cautious spending and the need to meet their

fund requirements for end-of-year
fedivities
26  Deposit Money Banks Activities
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securities and recall of private sector loans
and advances, while the funds were utilized
for the repayment of demand, time, savings

and foregn currency  depodts, and
acquigtion of unclassfied assts among
others.

Aggregate credit to the domestic
economy by deposit money banks stood at
N1033.6 hillion, representing increases of
N15.1 billion or 1.5 per cent and N226.6 or
28.1 per cent over the leves in the preceding
month and end-December 2000. The
breakdown showed that credit to the private
sector increased by M10.1 billion or 1.2 per
cent, while dams on the Feded
Government rose by N5.1 billion or 2.7 per
cent. Credit to state and locd governments




aso increased by N9.8 million or 57.3 per
cent.

Centra Bank's credit to depost
money banks totaled N145  hillion,
representing increases of N4.1 hillion or
38.8 per cent and N12.0 billion or 114.2 per
cent above the preceding month's levd and
the levd a  end-December 2000,
repectivdly.  The increese was mainly in
loans and advances.

Totd specified liquid assets  of
deposit money banks amounted to N571.8
billion or 55.1 per cent of ther tota depost
lidhilities. This was 9.2 and 151
percentage points above the preceding
month's levd and the dipulated minimum
target of 400 per cent for fisca 2001,

repectively.

2.7 Discount Houses

Tota assetslliabilities of the discount
houses stood at N324 hbillion in December
2001, representing a fall of N7.0 million or
17.8 per cent from the preceding month's
leve. Discount houses  invesments in
Federd Government securities of less than
91 days maturity amounted to N13.1 hillion,
condituting 726 per cent of ther totd
lidbilittes. This was 12.6 percentage points
above the minimum levd of 60 per cent
prescribed for fiscal 2001.

Total  borrowings by  discount
houses stood at M6.8 hillion or 1.5:1 of tota
capital and reserves compared with the
maximum gearing ratio of 50:1.

30 DOMESTIC ECONOMIC
CONDITIONS

The dominant agriculturd activities
during the month incuded harvests of lae
crops, processing and storage of grains and
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dry season vegetable gardening.  Crude ol
output rose by 04 pe cent over the
preceding month’s level, while the domestic
price level rose further from 18.7 per cent in

November 2001, to 189 per cent in
December 2001.
3.1  Agricultural Sector

Agriculturd activities  during  the
month conssted of harvests of late crops,
processng and storage of grans and dry
Season vegetable gardening.  In the livestock
sub-sector, old layers were culled and sold
adong with the broilers for the end- of- year
fedtivities

The sum of N63995 million was
guaranteed to 1,730 farmers under the
Agriculturd Credit Guarantee  Scheme
(ACGS), indicating a decline of 155 per
cent from the levd a month earlier. A sub-
sectorad anadyss of the loans guaranteed
showed that the food crop sub-sector was
granted N40.772 million for disbursement to
1,032 farmers.  Of this amount, N20.788
million was dlocaed to 674 gran
producers, while the baance of N19.984
million was granted to 358 root and tuber
crop producers.  The livestock sub-sector
got N7.225 million of the totd loans for 107
famers, while 4 cash crop fames were
granted NO.115 million. Other unclassfied
group, comprisng 587 famers received
N15.883 million or 24.8 per cent of the totd
loans guaranteed during the month.

The prices of Nigerias mgor
agricultural  commodities a the London
Market fdl during the month. At 56.1 (1985
= 100), the dl-commodity price index, in
dollar terms, fdl by 4.1 per cent from the
level recorded in the preceding month.
When compared with the level in  December
2000, the index represented an increase of
48.8 per cent. In naira terms, the index aso



fdl by 96 per cent from the levd in the
preceding month but rose by 208.7 per cent
over the level in December 2000. The price
decline was dtributable to reduced demand
relative to supply for the commodities in the
internationa market.

Of the sx commodities monitored
during the month, four of them, induding
soyabean and copra, recorded price declines
which ranged from 4.3 to 159 per cent,
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Activities in the indudrid sector
during the fourth quarter of 2001 showed
dight improvement relative to the preceding
quarter, but declined when compared with
the corresponding quarter of 2000. At 146.7
(1985 = 100), edtimated index of industrid
production rose by 0.9 per cent over the
levd in the preceding quarter but fell by 1.5
per cent bdow the levd in the
corresponding quarter of 2000.

At 151.8 (1985 =100), the estimated

Figure 5: Index of Industrial Production (1985 =100)
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regpectively, while the remaning two (pam
ol and cotton) recorded price increases of
3.2 and 16.6 per cent. When compared with
the end-December 2000 leve, price
movements were mixed. In naira terms,
copra, soyabean, coffee and cocoa recorded
price decreases of 2.6, 3.2, .4 and 12.4 per
cent, respectivdy. Pdm oil and cotton,
however, recorded price increases of 2.7 and
10.2 per cent.

3.2 Industrial Production
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index of manufacturing production rose by
8.8 and 85 per cent above the levels in the
preceding quarter and corresponding quarter
of 2000. The incresse was traceable to
improvements in the digposable income of
workes a dl levds a wdl &
infragtructurd facilities across the nation.

The index of mining production,
which stood at 146.1 (1985=100), declined
by 42 per cent from the levd in the
corresponding quarter of 2000, but showed
an increase of 1.5 per cent over the leve in
the preceding quarter.
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Figure 6 : Monthly Consumer Price Indices in Nigeria (1985 = 100)
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At 1474 in the fourth quarter of
2001, the index of dectricity production
rose by 1.4 per cent over the level recorded
in the preceding quarter. It, however, fdl by
0.7 per cent when compared with the
corresponding quarter of  2000. The
improvement in the review period was
attributable to the on-going rehabilitation of
the generation, tranamisson and distribution
facilities in the power industry.

34  Petroleum Sector
Nigeriads cude ol  production,
including condensates and naura gas

liquids, was esimated a  2.28 million
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bards per day (mbd) or 70.68 million
bards for the month, representing an
increese of 04 per cent over its leve in
November 2001. The share of the country’s
production in totd OPEC output was 7.7
per cent, compared with 7.6 per cent in the
preceding month. Crude oil exports were
edtimated a 1.83 million bards per day
(mbd) or 56.73 million bards for the
month, showing an incresse of 0.01 mbd
over the level recorded in the preceding
month.  Oil exports accounted for 80.3 per
cent of total output while the balance (19.7
per cent) was refined for domestic
consumption.




Crude oil prices fel during the
month, following the down tun in globd
economy and the dack demand for hesting
ol as a result of mild winter in the Northern
Hemisphere. At US$18.65 a barrd, the
average price of Nigerids reference crude,
the Bonny Light (37" API), fdl by 3.0 per
cent below its levd in November 2001
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composite Consumer Price Index (CPI) in
December 2001 stood at 4401.7 (1985 =
100), reflecting a decline of 35 per cent
below the leve in the preceding month but
an increase of 16.5 per cent over the levd in
corresponding  month  of  2000. The
development during the month was tracesble
to dl the component items except clothing

Smilaly, the price of two other competing and footwear; household goods and
brands of crude, namely the U.K Brent and trangportation whose indices rose by 15.4,
Figure 7: Inflation Rate in Nigeria (Per Cent, Monthly)
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the West Texas Intermediate (WTI) fdl
from US$19.15 and US$20.91 a barrd to
US$1853 and US$1888 a barrd,
respectively, while the average price of
Arab Light was US$13.32 abarrel.

Smilaly, in the European net-back
market, the Bonny Light and the UK Brent
were sold at $20.40 and $20.35 a barrd,
respectively, indicating declines of 84 per
cent and 4.6 per cent from their price levels
in November 2001.

3.5 Consumer Prices

Data from the Federd Office of
Satisics (FOS) showed that the all-items
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6.8 and 3.4 per cent, respectivedy. When
compaed with ther levds in the
corresponding month a year ealier, dl the
component items recorded price increases
except  accommodation, medica care and
hedth expenses, whose indices recorded
price decreases of 14.5 and 17.3 per cent,

respectively.

The inflaion rate for the tweve-
month period ended December 2001 was
18.9 per cent, compared with 18.7 per cent
in the preceding month and 6.9 per cent in
the corresponding month of 2000 (Fig. 7).
The upwad trend in inflationary pressure
was attributed to rapid monetary expanson




coupled with cost
structura bottlenecks.

- push factors, including

4.0 EXTERNAL SECTOR
DEVELOPMENTS

4.1  Foreign Exchange Flows

In December 2001, foreign exchange
inflov and outflow through the Centrd
Bank of Nigeria (CBN) amounted to $938.9
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anounted to US$15719.0 million and
US$14,736.8 million, compared  with
US$15,7400 million and US$11,810.9
million, respectively, in the same period, a
year ealier.

Avalable data on foreign exchange
flows through the economy, showed that
total inflow stood at $1,289.9 million, down
from $1,306.0 million in November 2001.
Receipts from the oil sector fell by 4.2 per

Figure 8: Foreign Exchange Flows Through the CBN ($'Million)
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million and $1,008.7 million, respectively,
representing a net outflov of US $69.8
million. Compared with the respective levels
of $956.2 million and $1,356.2 million in
the preceding month, inflow and outflow
declined by 1.8 and 25.6 per cent. The
decline in inflow was accounted for by the
fdl in all recepts, while that of outflow was
atributable mainly to the dedine in funding
of IFEM and disbursements on “Other
Officid Payments’ from $964.3 million and
$268.4 in November 2001 to $753.9 million
and $183.1 million, respectively.
Cummulative inflov and outflow in 2001
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cent to $880.8 million and condtituted 68.3
per cent of totd inflow, during the month,
while nonoil public sector inflow and
recapts through  autonomous  sources
amounted to $409.1 million or 31.7 per cent
of the total. At $1,083.0 million, foreign
exchange outflowv  from the economy
represented a decrease of 16.8 per cent from
the level in November 2001. The fal was
accounted for largely by the 21.8 and 31.8
per cent decline in the funding of the IFEM
and disbursements in respect of  ‘Other
Officd Payments, respectivey.  Externd
debt service dso fdl by 32.7 per cent from




$76.7 million in the preceding month to
$51.7 million. However, outflow through
autonomous sources rose from $70.5 million
to $74.3 million during the month

4.7  Sectoral Utilisation of Foreign
Exchange

As in the pad, the industria sector
accounted for the bulk (40.6 per cent) of
totd foredgn exchange disbursed in
December, 2001, followed closdly by
invisbles which had 256 per cent of the
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the market, in contrast to the preceding
month when no purchases were made by the
Bank.

The average exchange rate of the
nara vis-avis the U.S. dollar depreciated
from N111.99 per dollar in November to
N113.01 per dollar. Smilaly, the raes in
the paralld maket and the bureaux de
change depreciated from MN133.70 and
N134.04 per dollar to N134.41 and N134.59
per dollar during the period. Ovedl, the
premium between the IFEM and the pardld

Figure 9: Sectoral Utilization of Foreign Exchange (percentage of total)
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total. Other bendficiay sectors, in  a
descending order of  importance, included:
generd merchandise, food, transportation
and agriculturd products (Fig 9).
48  Foreign Exchange Market
Developments

The demand pressure in the Inter-
bank Foreign Exchange Market (IFEM)
moderated during the review month, as
$753.95 million was sold to authorized
deders by the CBN, compared with $967.30
million in November 2001. The decline was
atributable to seasond factor arisng from
increased inflow during the review period.
The CBN purchased US$16.68 million from
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market rates narrowed from  19.39
percentage points in November 2001 to
18.93 per cent in December 2001.

4.4  External Reserves

Nigeria's gross externa reserves stood at
$104388 million in December 2001,
indicating an increase of 0.2 per cent during
the month. This levd could finance 85
months of imports a the current foreign

exchange commitments, compared with 84
months in November 2001.



50 OTHER INTERNATIONAL

ECONOMIC DEVELOPMENTS

World crude oil output rose from 76.80
mbd in November 2001 to 77.53 mbd in
December 2001. Smilarly, world crude ol
supply exceeded demand by 0.23 mbd,
compared with an excess supply of 0.67
mbd in the preceding month.

The Authority of Heads of State and
Govenment of the Economic Community
of West African States (ECOWAS) held its
Twenty-Fifth Ordinary Sesson in Dakar,
Republic of Senegd on 20" and 21%
December, 2001. The mgor issues
discussed  included: African Union and New
Patnership  for  Africds  Deveopment
(NEPAD), Monetary Cooperation
Progranme; ECOWAS Passport; Private
Sector Promotion; Transformation of the
ECOWAS Fund into a holding company
known a the ECOWAS Bank for
Invesment and Deveopment  (EBID);
Inditutional  Issues; and the ECOWAS
Anthem and flag.

In a reaed devdopment, the
Internationd Monetary Fund, (IMF), in its
World Economic Outlook for 2002 noted
that the globa recesson will have serious
implications  for the  economies  of
developing countries. On debt issues, it was
reported that about $34.0 hillion has been
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deployed to assist 23 developing countries
through the Highly Indebted Poor Countries
(HIPC) initigtive, to improve spending on
hedth education and combat HIV and
AIDS. The report, however, noted that
economic  prospects  for most  African
countries with sound macroeconomic and
gructura policies would be brighter.

In  another development, the United
Nations Development Programmes (UNDP)
has pledged N700 million to support Human
Development Fund (HDF), a new initiive,

to fight poverty in Nigeria

Fndly, four yeas of economic
recesson have resulted in politicd unrest in
Argentina. The geneds of the criss could
be traced to the country’s default on its
externad debt obligations amounting to US

$155.0 hillion. Other factors included
coruption,  poliicd  indtability,  fiscal
indiscipline  and riang  unemployment.

Developing countries should draw from the
Argentine experience in order to avert
economic criss which usudly makes policy
options difficult.



