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STATEMENT BY THE GOVERNOR

Global economic expansion was weaker than envisaged in 2018 as demand softened
and macroeconomic fundamentals in many emerging market economies debilitated.
For the Nigerian economy, the recovery which began a year earlier continued during the
year. Whilst I delightfully present the 2018 Annual Report and Statement of Accounts of the
Central Bank of Nigeria (CBN), I note that the year, nonetheless, remained an eventful one
for the country and the Bank. | gratefully acknowledge the Board, the Management and
indeed the entire staff of the Bank for their immense support, resourcefulness, and
diligence during the year.

In the course of the year, the Bank accomplished significant changes to its governance
composition and organisational structure. This regards the reconstfitution of the Bank's
Board, advent of new Deputy Governors, appointment of new members to the Monetary
Policy Committee, and creation of a new department. To begin with, | wish to
acknowledge the contributions of Mr. Adebayo A. Adelabu, a former Deputy Governor
who resigned from the Bank effective 15 July 2018 to pursue other endeavours after over
four years of meritorious service to the nation. The entire members of the Bank wish him
success in all his future enterprises. | welcome and congratulate Mrs. Aishah Ahmad, Mr.
Edward L. Adamu, and Mr. Folashodun A. Shonubi who were appointed as Deputy
Governors during the year by President Muhammadu Buhari, GCFR.

I equally welcome Prof. Ummu Ahmed Jalingo, Prof. Michael Idiahi Obadan, Prof. Justitia
Odinakachukwu Nnabuko, and Mr. Adeola Adetunji for their respective appointment
and confirmation into the CBN Board as non-executive members. During the year, the
President also appointed Prof. Festus Adeola Adenikinju, Dr. Robert Chikwedu Asogwa, Dr.
Aliyu Rafindadi Sanusi, and Dr. Asheikh A. Maidugu as external members of the MPC. To
strengthen its operations, support its mandate, and enhance the effective realisation of
the payment systems vision 2020, the Management of the CBN created the Payment
Systems Management Department during the year. These were very timely and bolstering
developments forthe Bank and for the country. As I heartily welcome the new appointees,
llook forward to a cordial and productive working relationship. | am absolutely convinced
that, with their formidable background and wealth of experience, their contributions will
be immeasurable in moving the Bank forward. Similarly, | have no doubt that the newly
established department will aptly aid the attainment of the Bank's mission and vision.

As | stated earlier, the performance of the global economy was sub-par in 2018. This
reflected, among other factors, the confinued slowdown in China, spill-overs from
persistent weak aggregate demand especially in the advanced economies, the trade
tension between the USA and China, and other extant geopolitical quagmires. For many
emerging market economies, the slack was exacerbated by the huge capital flow
reversals, due to the expected interest rate normalisation in the USA, with extensively
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adverse ramifications for the foreign exchange market stability, financial sector viability,
and overall macroeconomic developments. Accordingly, the exchange rate in many
emerging countries came under immense pressures as external reserves fell and some
countries experienced double-dip recessions.

However, the Nigerian economy showed considerable resilience during the year to
faltering global developments, especially when compared to its peers. Overall GDP
growth quickenedto 1.9 percentin 2018 from 0.8 per centin 2017. Though this growth rate
is below the pre-recession average of over 5.0 per cent, the positive outturn which
reflected the continued rebound of the Nigerian economy is graftifying. The gradual
expansion is driven by improvements in non-oil activities especially due to our delicately
balanced monetary policy actions as well as the intensified efforts of the Bank to support
the diversification schemes of the government through our various development finance
initiatives. This deliberate policy efforts were reinforced by favourable outcomes in
international oil market as the average spoft price of Nigeria's Bonny Light (37API) rose by
32.4 percentto US$72.9 perbarrelin2018.

The benign developments also reflected in domestic prices as we recorded steady
disinflation from 15.4 per centin December 2017 to 11.4 per centin December 2018 driven
by a continuous fallin both the core and food sub-indexes over that period. In the foreign
exchange market, the stability and convergence of exchange rates which beganin 2017
consolidated in 2018 amidst significant exchange market pressures that derived from
tightening capital lows and in contrast to peer countries which suffered considerable
depreciations and increased vulnerabilities. External reserves also remained remarkably
robust and stable during the year underreview growing by 8.1 per cent from US$39.4 billion
as at end-December 2017 to US$42.5 billion as at end-December 2018. This reflected the
improved investor confidence in the Nigerian economy even as the prospect of interest
rate hikesin advance economiesremained strong.

These welcome outcomes and the economic rebound followed a number of
countervailing monetary policy, exchange rate policy and development finance actions
of CBN. Based on the understanding that the welfare gains of rapid disinflation outstripped
the benefits of output stabilisation, the Bank's Monetary Policy Committee maintained a
tight stance during the year in order to rein in inflation. This was supported with the
continuous use of Open Market Operations. The Bank also maintained far-reaching
strategies to stabilize the exchange rate and eliminate pressures from speculators, bettors,
round-trippers and rent-seekers. In addition to these, the CBN supported local production
of goods in the real sector with sustained development financing giving special
consideration to agriculture, MSMEs and the manufacturing sectors. Accordingly, the
Bank continued its programmes to increase access and flow of credit to the real sector,
promote financial inclusion, support job creatfion and encourage entrepreneurship
development.
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To conclude this statement, | would like to express my profound gratitude to the
Management and Staff of the Central Bank of Nigeria for their tireless support,
commitment, diligence, innovativeness and loyalty through the outgoing year. They
contributed in no small measure to the success recorded in 2018. | also wish fo gratefully
acknowledge the Presidency, the leadership of the National Assembly, Honourable
Ministers of the Federal Republic, Nigeria's development partners, the organized private
sector, as well as other stakeholders for their sustained support and cooperation during the
year.

Godwin . Emefiele, CON
Governor,
Cenftral Bank of Nigeria

December 2018
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Organisational Structure of the CBN as at 31st December, 2018
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CENTRAL BANK OF NIGERIA
ANNUAL ECONOMIC REPORT
FOR THE YEAR ENDED DECEMBER 31, 2018

SUMMARY

The Annual Report reviews the operations and policies of the Central Bank of Nigeria
(CBN) and Nigeria's macroeconomic developmentsin 2018. The Bank continued to focus
on achieving monetary and price stability, by ensuring optimal banking system liquidity
that promotes sustainable economic growth. A non-expansionary monetary policy
stance was maintained by the CBN throughout the year, in response to prevailing global
and domestic economic and financial conditions. Consequently, a cocktail of policy
measures were implemented to ensure relative stability in the foreign exchange market,
aftract foreign capital inflow, enhance credit to the real economy, promote efficient
functioning of the financial market and dampen inflationary pressures. Thus, headline
inflation decelerated consistently throughout the review period, closing at 11.44 per cent,
indicating 3.99 percentage points below the level at the end of the preceding year, but
was above the single digit benchmark. Aggregate output grew by 1.9 per cent,
compared with 0.8 per centin 2017. Also, the premium between the average interbank
and BDC rates narrowed, significantly, to 18.1 per cent in 2018, compared with 29.3 per
centin2017.

The Report is structured into two parts. Part 1 highlights the corporate activities and
operations of the Bank, while Part Il reviews the performance of the economy, against the
backdrop of various policy measures adopted to promote macroeconomic stability and
growth.

CORPORATE ACTIVITIES

The Board of Directors and Other Committees

The Board of Directors of the CBN was reconstituted in 2018, following the appointment of
two Deputy Governors, Lametek E. Adamu and Aishah N. Ahnmad on March 23, 2018; and
four Non-Executive Directors namely: Mike |. Obadan; Justitia Nnabuko; Ummu A. Jalingo;
and Adeola Adetunjion June 7, 2018, by the President. The Deputy Governor, Operations,
Adebayo A. Adelabu voluntarily resigned from the services of the Bank on July 15, 2018,
while Folashodun A. Shonubiwas appointed on October 17,2018.

The Board of Directors held two (2) regular meetings, while the Committee of Governors
held thirty-six (36) meetings. The Finance and General Purpose, Corporate Strategy and
Investment Committees held one (1) meeting each, while the Audit and Risk
Management Committee and the Pension Fund Management Committee held two (2)
meetings apiece.
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The Monetary Policy Committee

The Monetary Policy Committee held five (5) regular meetings in April, May, July,
September and November 2018. At these meetings, major developments in the global
and domestic economic and financial environments were reviewed and appropriate
monetary policy decisions taken and promptly communicated to the public.

Monetary Policy and Surveillance Activities

A non-expansionary monetary policy stance was maintained by the Bank in 2018, to rein-
in inflation and ensure exchange rate stability. The monetary policy rate was retained at
14.0 per cent, with an asymmetric corridor of +200 and -500 basis points around the MPR,
throughout 2018. Similarly, the cash reserve and liquidity ratios were retained at 22.5 and
30.0 per cent, respectively. Open market operations (OMO) remained the primary tool for
liguidity management, complemented by reserve requirements, discount window
operations andinterventionin the foreign exchange market.

The foreign exchange market was stable in 2018, on account of improved foreign
exchange liquidity and other management measuresimplemented by the Bank. Thus, the
premium between the average interbank and BDC rates narrowed significantly to 18.1
percentin 2018, compared with 29.3 per centin 2017. Similarly, the premium between the
BDC andI&Erates narrowed to 0.1 percentin 2018, compared with 7.9 percentin 2017.

The Bank, during the review period, infroduced a broader measure of money supply, M, in
recognition of the monetary liabilities of primary mortgage banks and microfinance
banks, as well as, the holdings of CBN bills by non-bank public in the computation of
monetary aggregates. Growth in the major monetary aggregates was moderate and
generally lower than the indicative benchmarks for 2018, reflecting the non-expansionary
monetary policy stance. Both measures of broad money supply, M, and M,, grew by 16.4
and 12.1 per cent, respectively, at end-December 2018, compared with their respective
levels of 0.6 and 2.3 per cent at end-December 2017. Narrow money supply (M,), also
increased by 5.2 per cent at end-December 2018. Aggregate bank credit to the domestic
economy (net) grew by 6.3 per cent, compared with the indicative benchmark growth of
8.5 per cent for fiscal 2018. The development reflected, mainly, the 33.7 and 1.9 per cent,
increase in net claims on the Federal Government and claims on the private sector,
respectively. The net foreign assets of the banking system increased by 18.5 per cent,
reflecting growth in foreign assets of the CBN. Interest rates were, generally, lower than
theirlevelsin the preceding year, reflecting excess liquidity in the marketin 2018.

Indicators of financial sector development were mixed in 2018. Systemic relevance of
financial sector development, measured by the ratio of M, to GDP, was 26.2 per cent,
compared with 25.3 per cent in 2017. Banking system'’s capacity to finance economic
activities, measured by the ratfio of aggregate credit to GDP, was 21.6 per cent,
compared with 22.8 per cent in 2017. Also, credit to the core private sector, as a
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proportion of GDP fell to 17.8 per cent, from 19.6 per cent in 2017. Total money market
assets outstanding declined by 1.9 per cent below the level at end-December 2017 due,
largely, to decline in Bankers' Acceptances and Nigeria Treasury Bills outstanding.
Activities on the Nigerian Stock Exchange were bearish in 2018, as most market indices
frended downward.

The structure of the Nigerian banking sector remain unchanged in the review period with
the number of licensed banks at 27, comprising, 21 commercial banks, five (5) merchant
banks and one (1) non-interest bank. In the other financial institutions (OFIs) sub-sector,
there were 5,488 licensed institutions at end-December 2018, compared with 4,870 in
2017, made up of, seven (7) DFls, 35 PMBs, 885 MFBs, 69 FCs and 4,492 BDCs.

The Bank continued its supervisory and surveillance activities in 2018, with a view to
ensuring the safety and soundness of banking institutions, as well as, promoting public
confidence in the Nigerian banking system. The banking Industry began the
implementation of IFRS 9 in January 2018, in accordance with the final version of IFRS 9
standard on Financial Instruments by the International Accounting Standards Board
(IASB). The joint CBN/NDIC IFRS 9 Implementation Project Team was constituted to pilot the
implementation process. In addition, the Electronic Line Card Scheme, codenamed
Credit Assessment Analysis System (CAAS) was fully deployed in 2018, as a technological
approach in the evaluation of banks' credit and all examinations involving risk assets
appraisal. The Bank also continued to monitor the implementation of the Basel I/l
standards to ensure regular update and improvement in its regulatory and supervisory
framework.

In the other financial institutions sub-sector, on-boarding of microfinance banks (MFBs) on
the National Association of Microfinance Banks Unified Information Technology (NAMBUIT)
platform continued. At end-December 2018, NAMBUIT had been successfully deployedin
10 MFBs, comprising 1 National and 9 Unit MFBs. In addition, the CBN granted financial
support to MFBs to procure Data Capturing Machines (DCM) for the BVN enrollment of
their customers. At end-December 2018, 376 out of 879 MFBs had submitted their BVN
enrolments, totaling 1.5 million, representing 19.1 per cent of the 8.2 million active
customers, to the CBN.

The CBN continued to monitor banks' compliance with the requirements of the
redesigned Credit Risk Management System (CRMS), which enables early identification of
predatory borrowers and ensures transparency, credibility and efficient debft profiling of
the banking industry. Also, a pilot run for on-boarding Non-Interest Banks (NIBs) to the
CRMS was concluded during the review year. In addition, aninterface was created for the
NDIC to manage creditrecordsinrespect of loans of banks in liquidation.
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The CBN confinued to follow-up with banks on the level of implementation of the
recommendations of the money laundering and financing of terrorism (ML/FT) nationalrisk
assessment (NRA). Further to the circularissued to banks and OFls, as well as, a cautionary
notice to the public drawing their attention to money laundering and terrorism financing
risks associated with virtual currency (VC), the Bank continued to monitor developmentsin
the virtual currency space with a view to formulating appropriate regulations to deal with
the phenomenon. In addition, the Bank conducted an AML/CFT compliance
examination of banks to ascertain the level of compliance with the statutory thresholds for
cash deposits of foreign and local currencies, as well as, freatment of suspicious
fransactions.

The Industry average capital adequacy ratio (CAR) of banks rose to 15.3 per cent at end-
December 2018, compared with 10.2 per cent at end-December 2017, and higher than
the 8.0 minimum capital requirement for international banks under the Basel Accord.
Similarly, the Industry Non-Performing Loans (NPL) ratio, at 11.4 per cent, showed an
improvement compared with 14.8 per cent at end-December 2017, but remained
significantly above the regulatory maximum threshold of 5.0 per cent. Furthermore, the
industry average liquidity ratio (LR), was 51.7 per cent at end-December 2018, compared
with 45.6 per cent at end-December 2017, and was above the regulatory minimum of 30.0
percentby21.7 percentage points.

To consolidate the progress achieved in modernising the payments system for enhanced
credibility, reliability and efficiency, the Bank confinued with the implementation of
existing initiatives and intfroduced new ones. Furthermore, the CBN sustained ifs
developmental activities in response to increasing demand for affordable credit to the
real sector fowards promoting economic diversification and sustainable growth. Thus, the
implementation of existing initiatives such as: the Agricultural Credit Guarantee Scheme
Fund (ACGSF); the Anchor Borrowers' Programme (ABP); the Commercial Agriculture
Credit Scheme (CACS); the Micro, Small and Medium Enterprises Development Fund
(MSMEDF); and the Power and Airline Intervention Fund (PAIF), among others, was
sustained. It also infroduced the Rice Distributors' Facility (RDF), under the Paddy
Aggregation Scheme (PAS). The interventions were expected to create new jobs,
facilitate micro, small and medium enterprise (MSME) development, and promote
financialinclusion andinclusive growth.

Operations of the CBN

The Bank sustained quality information technology (IT) delivery in the areas of enterprise
mobility management (EMM), IT support, cybersecurity, information and asset security, as
well as, integration of core applications. The second phase of the e-Library Project,
comprising the Institutional Repository and Discovery System was deployed during the
year, leading to increased awareness and usage of library resources. Also, the Bank
ensured high level of security to engender a safe and conducive working environment
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and commenced the deployment of a Security Command and Control Centre to provide
centralised linkages of all vital security systems, equipment and communications. In this
regard, the surveillance systems were enhanced in all branches of the Bank for effective
monitoring of security practices, processes and equipment utilisation.

The CBN contfinued to strengthen the legal and regulatory framework for its oversight
function of the financial system in line with its mandate. Thus, relevant bills from the
National Assembly were reviewed including: the Chartered Institute of Finance and
Controlin Nigeria Bill, 2018; Stamp Duties (Amendment) Bill, 2018; Review of the Proposed
Microfinance Bill; and Data Protection, 2017, among others. The Bank was involved in 835
cases in 2018. A total of 144 cases were decided, of which 137 were either struck out,
dismissed or discontinued by the plaintiffs, while three (3) were referred for settlement out
of court. The Bank, however, complied with the Order of Court by paying judgment sums
to creditorsin the remaining four (4) cases.

In 2018, comprehensive audit was conducted, involving sixty (60), fifty (50) and eighty (80)
audit of departments, processes and branches, respectively. Also, 236 currency disposal
operations, requiring audit witnesses, were completed. During the period, risk
management effort was focused primarily on the implementation of the approved
Enterprise Risk Mechanism (ERM) framework and risk management policies.
Consequently, thirty-five (35) Risk Control Self-Assessments (RCSA) and Independent Risk
Assessments (IRA) workshops were conducted for selected business units (BUs) in line with
the requirements of its ERM Frameworks. Furthermore, the annual budgeting and
funnelling processes, which involved the rationalisation and prioritisation of all existing and
proposed strategic initiatives of the Bank were completed.
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ECONOMIC REPORT

The Global Economy

Global economic growth moderated to 3.7 per cent, from 3.8 per cent in 2017, due to
frade policy uncertainty occasioned by trade tension between the US and China, stalling
BREXIT negotiations and pockets of geopolitical tensions. Growth in the advanced
economies fell slightly to 2.3 per cent, from 2.4 per

cent in 2017. Similarly, growth in the emerging  Global output moderated to 3.7 per cent
markets and developing economies decelerated in 2018, due to sluggish growth in
to 4.6 percentin2018, from 4.7 percentin 2017, as “d"“"ce_d economies and the emerging

a result of higher energy prices and slow export €Conomies.

growth in the euro area. In sub-Saharan Africa,

growth remained strong at 2.9 per cent in 2018, same as in 2017, due to higher oil prices
andloose global financial conditions.

Global inflation rose in 2018, owing to recovery in oil prices. Other commodity prices,
however, generally softened in 2018, relative to 2017, on account of weak global
demand. This development was due to adverse effect of tfrade tension between the US
and China. Headline inflation, however, increased moderately in advance economies,
althoughstill below target.

The 2018 Spring and Annual Meetings of the Bretton Woods Institutions (BWIs) were held in
Washington D. C., USA from April 16 t0 22, 2018 and October 8to 14, 2018, respectively. The
Meetings urged the IMF and WBG to strengthen their support for domestic resources
mobilisation, combat illicit financial flows and mitigate the adverse social and
distributional impact of fiscal adjustment. In addition, the G-24 Ministers met and noted
that digitalisation and tfechnological changes would further create opportunities, and
challenges; and therefore, implored the IMF, other IFls and financial standard-setters to
assess the implications of technological advances on the financial system. Also, the
African Caucus Meeting of the IMF/World Bank appreciated the commitment of the IFC
fo increase investment by 40.0 per cent in LICs and urged them to implement this
commitment in Africa, especially through SME financing. Within the sub-Region, the 36"
Meeting of the WAMZ Committee of Governors urged the West African Securities
Regulation Association (WASRA) to approve phases | and Il of the integration of the
capitalmarketsin ECOWAS.

The Domestic Economy

Fiscal Operations of Government

Nigeria's fiscal policy in 2018, was aimed at consolidating on the achievement of the
reflationary policies of the Government in the past two years. Total federally-collected
revenue (gross) wasi9,551.8 billion (7.3% of GDP) in 2018, indicating arise of 28.3 per cent,
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above the receipt in Fiscal 2017. The development reflected improvement in both oil and
non-oilrevenue sources. Overall, oilrevenue (gross) was &5,545.8 billion or 58.1 per cent of
the total (4.3% of GDP), while non-oil revenue (gross), at 844,006.0 billion, accounted for
41.9 percent of totalrevenue (3.0% of GDP).

The consolidated revenue and expenditure of the General Government was §9,882.6
billion (7.7% of GDP) and N13,998.3 billion (11.0% of GDP), respectively, resulting in an
overall deficit of N4,115.7 billion (3.2% of GDP).

Federal Government retained revenue and aggregate expenditure were 84,185.6 billion
and N7,813.7 billion, respectively, resulting in an overall deficit of 43,628.1 billion, or 2.8 per
cent of GDP, compared with &43,609.4 billion, or 3.2 per cent of GDP in 2017. The deficit was
within the revised WAMZ primary convergence criterion and Fiscal Responsibility Act, 2007
of 3.0 per cent of GDP. The deficit was financed from external and domestic sources with
the former accounting for29.6 per cent and the latter, 70.4 per cent.

The consolidated Federal Government debt stock, at end-December 2018 was #8420,533.6
billion, or 16.1 per cent of GDP, compared with #418,377.0 billion or 16.2 per cent of GDP in
2017.Theincrease in debt stock was as a result of additional disbursement on commercial
loans (Euro bonds) and FGN Bonds. Domestic debt constituted 62.2 per cent, while
external debt accounted forthe balance.

The Real Sector

Gross domestic product (GDP), measured at 2010 constant basic prices, grew by 1.9 per
centin 2018, compared with 0.8 per centin 2017. The non-oil sectors propelled the growth
with a 2.0 per centincrease, while the oil sector output grew by 1.1 per cent. The services,
agricultural, industrial and construction sub-sectors contributed 1.1, 0.5, 0.3 and 0.1 per
cent, respectively, to GDP growth, while the frade sub-sector recorded a negative
contribution of 0.1 per cent. The growth in output was attributed to: higher crude oil prices;
fiscal stimulus through increased infrastructural spending; sustained implementation of the
Anchor Borrowers' Programme; increased capital inflow info the country, arising from
improved investors' confidence, enhanced access to foreign exchange; and moderation
ininflationary pressure.

Average spot price of Nigeria's reference crude, the Bonny Light (37°API), was US$72.53
perbarrelin 2018, compared with US$54.90 per barrelin 2017, anincrease of 32.1 per cent.
Similarly, average price of the OPEC basket of 15 crude streams rose by 32.8 per cent to
US$69.61 perbarrelin 2018. The increase in oil price during the yearwas driven by tensionin
the Korean peninsula; U.S. sanctions on Iran; and the cooperation of OPEC and non-OPEC
Russia-led oil producers to cut oil production by 1.2 million barrels per day.

Headline inflation (year-on-year) decelerated consistently from 15.1 per cent, at end-
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January 2018, to 11.4 per cent, at end-December 2018. Similarly, the 12-month moving
average headline inflation closed at 12.1 per cent, at end-December 2018 compared
with 16.5 percent atend-December2017.

The External Sector

The performance of the external sector remained strong in 2018. The balance of
payments recorded a surplus of 841,004.32 billion (0.8% of GDP), compared with 83,737.37
billion (3.3% of GDP) in 2017. The positive tfrend reflected favourable crude oil price and
relative stability in the foreign exchange market. The current account, also registered a
surplus of 1.3 per cent of GDP, owing largely to, the recovery in oil prices and improvement
in domestic production. The capital and financial account recorded a net financial
liability of 0.2 per cent of GDP, as against a net financial asset of 1.1 per cent of GDP in
2017, attributed, largely, to higherinflow of foreign portfolioinvestment.

The stock of external reserves, at end-December 2018, stood at US$42.59 billion and could
finance 12.5 months ofimport of goods only or 7.7 months of import of goods and services.
This exceeded both the international benchmark and the West African Monetary Zone
(WAMZ) convergence criterion of 3 months import cover. The stock of external debt at
end-December 2018 was US$25.27 billion or 5.3 per cent of GDP and remained within the
threshold of 40.0 per cent of GDP. The international investment position (lIP) recorded a
higher net liability of US$80.65 billion, indicating an increase of 35.8 per cent over the
US$59.39 billionin the preceding period.

The foreign exchange market was stable in 2018, on account of various measures
implemented by the Bank. The exchange rate of the naira to the US dollar at the inter-
bank segment depreciated to 8306.08/US$, compared with #305.79/US$ in 2017. The
annual average exchange rate at the BDC segment appreciated by 9.4 per cent to
N361.52/US$in 2018, compared with395.42/US in 2017. The end-period exchange rate at
the interbank segment depreciated to &84307.00/US$ in the review year, from #4306.00/US$
in 2017, while that of the BDC was &N361.00/US$ from N363.00/US$ in 2017. The annual
average exchange rate at the I&E window was 8361.96/US. The end-period exchange
rate at the I&E window stood ati4364.00/US$ compared with360.33/US$in 2017.




Selected Macroeconomic and Social Indicators

Indicator
Domestic Output and Prices
GDP at Current Mkt Prices @ billion)
GDP at Current Mkt Prices (US$ billion)
Nominal GDP per Capita (¥)
Real GDP per Capita (¥)
Nominal GDP per Capita (USS)
Real GDP per Capita (US$)
Real GDP Growth (%)
Oil Sector
Non-oil Sector
Sectoral GDP Growth (%)
Agriculture
Industry
Construction
Trade
Services
Oil Production (mbd)
Manufacturing Capacity Utilisation (%)
GDP Deflator Growth (%) 3/
Inflation Rate (%) (Dec-over-Dec)
Inflation Rate (%) (12-month moving average)
Core Inflation Rate (%) (Dec-over-Dec) 4/
Core Inflation Rate (%) (12-month moving average) 4/
Food Inflation Rate (%) (Dec-over-Dec)
Food Inflation Rate (%) (12-month moving average)
Aggregate Demand and Savings (% of GDP) 5§/
Aggregate Demand
Private Final Consumption Expenditure
Government Final Consumption Expenditure
Gross Fixed Capital Formation
Increase in Stock
Net Export of Goods and Non-factor Services
Export of Goods and Non-factor Services
Import of Goods and Non-factor Services
Domestic Saving
Gross National Saving

General Government

Revenue

Expenditure

Transfers

Current Balance

Primary Balance

Overall Balance
Federal Government
Retained Revenue
Total Expenditure
Recurrent Expenditure
Of which: Interest Payments

Foreign
Domestic

Capital Expenditure and Net Lending
Transfers
Current Balance (Deficit(-)/Surplus(+))
Primary Balance (Deficit(-)/Surplus(+))
Overall Fiscal Balance (Deficit(-)/Surplus(+))
Financing
Foreign
Domestic

Source: CBN

2014

90,137.0
568.5
507,540.7
382,765.5
3,201.1
2,414
6.2

-1.3

7.2

4.3
6.0
13.0
89
7.1
1.9
59.8
4.7
8.0
8.0
6.2
6.9
9.2
9.5

93.3
70.8
7.4
15.1
0.7
6.0
18.4
12.5
21.8
16.8

9.9
1.3
0.9
27
-0.2
-1.4

4.2
&1
3.8
1.0
0.1
1.0
0.9
0.4
0.4
0.2
-0.9
0.9
0.0
0.9

\ 2015

95177.7
492.5
520,423.2
381,554.5
2,693.0
1.974.4
2.8

-5.4

3.7

3.7
-3.4
4.4
5.1
4.5
2.1
59.9
29
9.6
9.0
8.7
8.2
10.6
O

99.3
78.6

5.9
14.8

0.7

0.0
10.7
10.7
15.5
11.5

7.9
10.2
0.8
0.8
-1.1
23

3.6
5.2
4.0
1.1
0.1
1.0
0.9
0.4
-0.4
-0.5
-1.6
1.6
0.0
1.6
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2016

102,575.4
404.6
544,650.7
364,527.8
2,148.6
1,438.0
-1.6

-14.4

-0.2

4.1
-9.4
-5.9
-0.2
-1.2

1.6

49.0

9.5
18.5
15.7
18.1
15.3
17.4
14.9

101.6
81.5
5.4
14.7
0.6
-2.3
9.2
11.5
13.1
10.5

6.5
10.3
1.6
-0.2
-2.3
-3.8

3.1
57
4.1
1.4
0.1
13
0.6
1.0
-1.0
-1.2
-2.6
2.6
0.0
2.6

2017

114,899.2
375.7
592,441 .4
356,837.1
1,937.4
1.166.9
0.8

4.7

0.5

3.4
2.1
1.0
=11
-0.7
1.7
52.0
1.1
15.4
16.5
121
13.5
19.4
19.5

99.2
79.9

4.6
14.7

0.8

0.0
13.2
13.2
13.1
13.1

6.3
10.1
0.8
-0.9
2.2
-3.9

2.5
57/
4.2
1.6
0.2
1.4
1.1
0.4
-1.7
-1.6
-3.2
3.2
1.1
2.1

2018 2/

129,112.6

421.8
646,473.0
353,229.1
2,112
1,154.0
1.9

1.1

2.0

2.1
17
2.3
-0.6
3.0
1.9
52.0
10.2
11.4
12.1
9.8
10.5
13.6
14.3

97.5
78.7

4.9
13.9

0.7

1.9
13.8
11.9
16.8
14.2

7.7
11.0
0.8
0.1
-1.5
-3.2

3.3
6.1
4.4
1.7
0.2
1.5
1.3
0.4
-1.2
-1.1
-2.8
2.8
0.8
2.0

liii
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Selected Macroeconomic and Social Indicators cont.

Indicator 2014
Banking System 0.5
Non-bank Public 0.2
Other Funds 0.2
Federal Government Debt Stock 6/ 10.6
External 1.8
Domestic 8.8
Money and Credit (Growth Rate %)
Reserve Money 16.5
Narrow Money (M) -11.1
Broad Money (M,) 7.2
Broad Money (M3) -2.0
Net Foreign Assets -16.7
Net Domestic Assets 10.3
Net Domestic Credit 13.7
Net Credit to Government 1.9
Credit to Private Sector 12.1
Money Multiplier for M5 3.1
Income Velocity of M3 4.8
Financial Development Indicators ( %)
M;/GDP 20.6
CIC/M; 9.7
COB/M; 7.3
QM/M; 56.8
CIC/GDP 1.5
Credit to Private Sector (CP)/GDP 20.1
Credit to Core Private Sector (CCP)/GDP 19.3
CP/Non-Oil GDP 229
DMBs Assets/GDP 30.6
CBN's Assets/GDP 16.2
Banking System’s Assets/GDP 46.8
Interest Rates (% per annum)
Monetary Policy Rate (MPR) (end period) 7/ 13.0

Repurchase Rate (Average) =
Treasury Bill Rate (Average)

91-day 10.5
182-day 1.4
364-day 1.7
Inter-bank Call Rate (end-period) 12.9
Deposit Rates (end-period)
Savings Rate 3.5
3-months Fixed 9.5
6-months Fixed 9.8
12-months Fixed 9.5
Prime Lending Rate (end period) 15.9
Maximum Lending Rate (end period) 25.9
Government Bond (Average coupon)
3-year 12.5
5-year -
7-year =
10-year 13.1
20-year 13.2
Source: CBN

liv

2015

0.9
0.1
0.6
NES
22
9.3

20
373
19.2
16.7

216
409
30.7

278.0

3.
37
4.4

228
8.6
6.7

52.8
1.5

19.7

19.0

212

29.8

17.3

47.1

11.0
16.1

9.4
12.2
12.9

0.8

33
6.9
58
4.9
17.0
26.8

14.2

13.8
15.3

2016

0.3
0.2
2.1
14.2
3.4
10.8

0.6
31.5
17.8
31.2
61.8
20.5
243
68.6
17.4

4.9

3.6

27.8
7.6
6.4

432
1.8

21.4

20.4

229

31.3

24.1

55.4

14.0
18.5

10.1
12.7
14.1
10.4

4.2
8.8
10.2
10.8
17.1
28.5

13.9

14.3
14.8

2017

16.0
50
11.0

10.9
-0.9
2.3
0.6
69.6
-32.1
-3.5
-25.4

44
40

25.0
7.5
6.2

45.2

19.4
18.0
21.6
30.6
29.5
60.1

14.0
19.0

13.5
16.9
18.0

9.0

4.1
9.6
1.1
10.9
17.7
31.0

15.8

15.9
16.4

2018 2/
0.0
0.5
1.5
14.9
50
9.9

10.0
5.2
12.1
16.4
18.5
13.8
6.3
33.7
1.9
4.7
3.9

258
7.0
57

45.9
1.5

17.6

16.3

19.9

30.0

31.5

61.5

11.0
12.1
12.8
14.0

4.1
9.5
10.5
10.3
16.2
30.5

13.2
13.5
14.2



Selected Macroeconomic and Social

Indicator

External Sector

Current Account Balance (% of GDP)

Goods Account

Services Account (net)

Income Account (net)

Current Transfers

Capital and Financial Account Balance (% of GDP)

Overall Balance (% of GDP)

External Reserves (USS million)

Number of Months of Import Equivalent

Average Crude Oil Price (USS/barrel)

Average Official Rate (#/USS)

End of Period Official Rate (&/USS)

Average Bureau de Change Exchange Rate (8/USS$)

End of Period Bureau de Change Exchange Rate (&/USS)

Capital Market

All Share Value Index (1984=100)

Value of Stocks Traded (Billion Naira)

Value of Stocks/GDP (%)

Market Capitalization (Billion Naira)

Of which: Banking Sector (Billion Naira)
Insurance Sector/GDP (%)

Market Capitalization/GDP (%)

Of which: Banking Sector/GDP (%)
Insurance Sector/GDP (%)

Banking Sector Cap./Market Capitalization (%)

Insurance Sector Cap./Market Capitalization (%)

Social Indicators

Population (million)

Population Growth Rate (%)

Unemployment Rate (%)

Life Expectancy at Birth (Years)

Adult Literacy Rate (%)

Incidence of Poverty

1/ Revised

2/ Provisional

3/ Based on GDP measured at basic prices.

4/ Core Inflafion is measured as the rate of change of all-
item Consumer Price Index (CPI) less farm produce.

5/ Computations are based on GDP at Current Market Prices.
6/ Includes State Government Debts

7/ MPR replaced MRR with effect from December 11, 2006.

2014

0.2
3.7
-4.0
-3.3
3.8
2.1
-1.5
34,241.5
6.7
100.7
158.6
169.7
171.4
191.5

34,696.7
1,334.8

1.5
16,875.1
2,367.0
158.7
18.7

2.6

0.2

14.0

0.9

177.60
2.9

6.4
52.5
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2015

-3.2
-1.3
-3.4
2.6
42
=lloll
-1.2
28,284.8
6.5
53.1
193.3
197.0
222.8
267.0

28,679.1
961.2
1.0
17,003.4
1,447.6
156.9
17.9
1.5
0.2
8.5

0.9

182.89
2.9
10.4
53.0

Indicators cont.

2016

0.7
-0.1
-2.0
2.1

4.9

0.7
-0.2

26,990.6

9.2

48.8
253.5
305.0
372.9
490.0

26,914.6
578.5
0.6
16,185.7
1,456.9
135.5
15.8

1.4

0.1

9.0

0.8

188.33
2.9
14.2
53.4

GDP = Gross Domestic Product; CIC = Currency in Circulation; COB = Currency Outside Bank; QM = Quasi-Money

CP = Credit to Private Sector, CCP = Credit to Core Private Sector

2017

2.8
3.5
-3.5
-3.1
5.8
-1.1
3.3
39,353.5
14.5
54.9
305.8
306.0
395.4
363.0

38,243.2
1,078.2
0.9
22917.9
2,501.8
147.3
19.9

22

0.1

10.9

0.6

193.94
2.9
18.8

2018 2/

1.3
5.3
-6.2
-3.6
57
0.2
0.8
42,594.8
12.5
72.5
306.1
307.0
361.5
361.0

30,874.2
1,203.4
0.9
21,904.0
1,675.7
115.9
17.0

1.3

0.1

77

0.5

199.72
2.9

Sources: Central Bank of Nigeria (CBN), Federal Ministry of Finance (FMF), National Bureau of Statistics (NBS), National Population Commission (NPOPC)

Nigeria National Petroleum Corporation (NNPC), Nigerian Stock Exchange (NSE)

lv
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CHAPTER ONE

CORPORATE ACTIVITIES OF THE
CENTRAL BANK OF NIGERIA

he coordination, monitoring and reporting of the Bank strategic projects and

initiafives continued in 2018. The CBN sustained effort at providing a conducive

environment for staff, customers, and public sector interventions in the review
year. Thus, the following projects were completed: CBN Branch renovation (1 location);
Banknotes Disposal System (BDS). ventilationimprovementin CBN Branches (23 locations);
Diagnostic and Treatment Centres (1 location); and intervention in secondary schools (3
locations).The Bank sustained informatfion technology (IT) delivery in the areas of
enterprise mobility management (EMM), IT support, cybersecurity, information, asset
security and integration of core applicafions. It continued its corporate social
responsibility through capacity building and the provision of financial and other forms of
assistance to institutions, organisations and individuals. Eight hundred and thirteen (813)
project requests for financial assistance were received and processed in the review
period. Of this number, Eighty-four (84) projects, spread across the six geo-political zones
of the country were approved, resulting in the disbursement of 84694.2 million. Pursuant to
the objective of providing learning support infrastructure for universities and secondary
schools across the country, the Bank completed the construction of facilities for the
following institutions in the review period: Kaduna State University, Kaduna; Usman Dan
Fodio University, Sokoto; Oyo State University of Technology, Ibadan; Cenire of
Excellence, ABU, Zaria; Centre of Excellence, University of Ibadan; Centre of Excellence,
University of Nigeria, Enugu Campus, Enugu State; Federal Government College, Warri,
Delta State, Elaiho Grammar School, Eguaeholor Isi, Edo State; Abdul Azeez Attah
Memorial College, Okene, Kogi State; Lisabi Grammar School, Abeokuta, Ogun state;
Federal Science and Technical College, Otukpo, Benue State; and Cross River State
University of Technology, Calabar. The staff of the Bank sustained their support for the less-
privileged, physically-challenged groups and gender-related issues/inifiatives in the
society through regular contributions to the CBN Staff Alms Fund (C-SAF).

1.1  ADMINISTRATION

1.1.1 The Board of Directors and Other Committees

The Board of Directors of the Central Bank of Nigeria (CBN) was reconstituted in 2018, with
the appointment of two Deputy Governors, Lametek E. Adamu and Aishah N. Ahmad on
March 23, 2018 and four Non-Executive Directors namely: Mike I. Obadan; Justitia
Nnabuko; Ummu A. Jalingo; and Adeola Adetunji on June 7, 2018, by the President
following confirmation by the Senate. Adebayo A. Adelabu, Deputy Governor,
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Operations resigned voluntarily from the services of the Bank on July 15, 2018 and
Folashodun A. Shonubiwas appointed on October 17,2018.

The Board of Directors held two (2) regular meetings, while the Committee of Governors
held thirty-six (36). The Finance and General Purpose, Corporate Strategy and Investment
Committees held one (1) meeting each, Audit and Risk Management, as well as, Pension
Fund Management Committees held two (2) meetings eachin the review period.

Table 1.1: Committee of Governors (CoG) Meetings:
Attendance in 2018

S/N Member Number of Meetings Attended
1 Godwin |. Emefiele 34 out of 36
2 Edward L. Adamu 25 out of 36
3 Okwu J. Nnanna 32 out of 36
4 Aishah N. Ahmad 24 out of 36
5 Adebayo A. Adelabu* 13 out of 36
6 Folashodun A. Shonubi** 5 out of 36

*Voluntarily resigned on July 15, 2018
**Appointed on October 17, 2018
Source: CBN

1.1.2 The Monetary Policy Committee (MPC)

The Monetary Policy Committee held five (5) regular meetings in April, May, July,
September and November 2018. At these meetings, major developments in the
global/domestic economic and financial environments were reviewed and appropriate
monetary policy decisions faken and promptly communicated to the public.

Table 1.2: Monetary Policy Committee (MPC) Meetings: Attendance in 2018
S/N  Name Number of Meetings Altended
1. Godwin I. Emefiele 5 outof 5
2. Edward L. Adamu 5out of 5
3. Okwu J. Nnanna 5 outof 5
4. Aishah N. Ahmad 5outof b
5. Adebayo A. Adelabu* 2 outof 5
6 Folashodun A. Shonubi** 1 out of 5
7. Dahiru Balami 5out of 5
8. Robert Asogwa 5outof 5




Central Bank of Nigeria Annual Economic Report - 2018

9. Adeola Adenikinju 5outof 5
10. Aliyu R. Sanusi 5outof 5
1. Mike |. Obadan *** 3outof b
12. Mahmoud Isa-Dutse**** 2 outof 5 s
i
* Adebayo A. Adelabu voluntarily resigned as Deputy Governor (Operations) on July 15, 2018. O
** Folashodun A. Shonubi was appointed Deputy Governor on October 17, 2018. —
*** Mike |. Obadan was appointed Non-Executive Board Member on July 15, 2018. 2
et Mahmoud Isa-Dutse was appointed Non-Executive Board Member on July 15, 2018. [TH
Source: CBN O
Table 1.3: MPC Decisions in 2018 §
Date MPR (%) Decisions g
April 03 — 04, 2018 14.00 e Retained the MPR at 14.0 per cent; |
Communiqué No. 117 e Retained the CRR at 22.5 per cent; g
e Retained the Liquidity Ratio at 30.0 per E
cent; and w
e Retained the Asymmetric corridor at +200 O
and -500 basis points around the MPR. L
May 21 -22, 2018 14.00 e Retained the MPR at 14.0 per cent; |:I—:
Communiqué No. 118 e Retained the CRR at 22.5 per cent; B
e Retained the Liquidity Ratio at 30.0 per N
cent; and L
e Retained the Asymmetric corridor at +200
and -500 basis points around the MPR. >
July 23 - 24,2018 14.00 e Retained the MPR at 14.0 per cent; 5
Communiqué No. 119 e Retained the CRR at 22.5 per cent; <
e Retfained the Liquidity Ratio at 30.0 per -
cent; and <
e Retained the Asymmetric corridor at +200 o
and -500 basis points around the MPR. 2
September 24-26, 2018 14.00 e Retained the MPR at 14.0 per cent; oz
Communiqué No. 120 e Retained the CRR at 22.5 per cent; 8
e Retained the Liquidity Ratio at 30.0 per
cent; and
e Retained the Asymmetric corridor at +200
and -500 basis points around the MPR.
November 21-22, 2018 14.00 e Retained the MPR at 14.0 per cent;
Communiqué No. 121 e Retained the CRR at 22.5 per cent;
e Retained the Liquidity Ratio at 30.0 per
cent; and
e Retained the Asymmetric corridor at +200
and -500 basis points around the MPR.
*As at January 2018, the MPC had not been reconstituted A
Source: CBN
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1.1.3 Development of CBN Branches and Intervention Projects

The Bank sustained its effort at providing a conducive environment for staff and
customers, and also continued the implementation of public sector projectsin the review
year. Thus, the following projects were completed: CBN Branch renovation (1 location);
banknotes disposal system (BDS) ventilation improvement in CBN Branches (23 locations);
diagnostic and freatment centre (1 location); and intervention in secondary schools (3
locations). In addition, there were forty-eight (48) on-going building projects at end-
December 2018. These were: CBN new branch/property, including Clinics development
(12); CBN Branch renovation/remodeling (10); BDS ventilation improvement, Head office
(4); replacement of vault doors in CBN Kano (1); secondary school interventions (1);
tertiary institutionsinterventions (7); and other public sector projects (13).

1.1.4 InformationTechnology

The Bank sustained quality information technology (IT) delivery in the areas of enterprise
mobility management (EMM), IT support, cybersecurity, information and asset security, as
well as, infegration of core applications.

A maturity assessment, using the Gartner ITscore indicated a score of 2.9 out of 5.0. The
result was above the financial industry (Fl) average of 2.7. The assessment evaluates the
maturity of an IT organisation as both an enabler and as a consumer of [T services.

During the year under review, the CBN held its 1" Cybersecurity conference on August 2,
2018, at the International Training Institute (ITl), Abuja. The theme was “Building Cyber
Resilience: the JP Morgan Experience”. The Conference had over 350 attendees from
financial institutions, MDAs and otfher private sector organisations. Furthermore, to
safeguard the CBN from cyber-aftack threats that could likely cause disruptions to
financial services capabilities, particularly the payments systems, cybersecurity
awareness training programmes were organised for over 5,000 staff, raising awareness
rate by 72.0 percent.

To further strengthen endpoint protection, the CBN deployed the Cylance Protect
Software. It is an end-point security solution which detects, prevents and blocks threats. It
works principally using Artificial Inteligence. The software can predict and prevent
execution of advanced threats and malware at end-points. Also, to ensure better security
for the payments system, the Bank implemented measures to ensure that its applications
are well secured and protected from infiliration by hackers. Thus, it achieved full
compliance on the mandatory conftrols as required by the Society for Worldwide
Interbank Financial Telecommunication (SWIFT) for all users worldwide. Some of the
measures undertaken were:

. Migration of all SWIFT users to two-factor (2FA) authentication;

Enabling the monitoring of security events on swift alliance application;
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. Daily validationreport on swift application;

. Provision of separate work tools for swift users;

. Creation of the secure zone for swift network; and
. Integration of the T24 to 2FA.

The CBN deployed Enterprise Mobile Management (EMM) solution using IBM MaaS360 to
control and manage the use of smartphones and tablet devices by staff to access
enterprise information. The solution helps to manage the risk of data leakage from mobile
devices to unauthorised persons in case of theft, loss or misplacement. A total of 6,576
deviceswhich cut across android, iOS and window