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To be one of the most efficient and effective world’s central 
banks in promoting and sustaining economic development 

 
 
 
 
 

Mission 
 
 
To be proactive in providing a stable framework for the 
economic development of Nigeria through the effective, efficient 
and transparent implementation of monetary and exchange rate 
policy and management of the financial sector 
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THE CENTRAL BANK OF NIGERIA 
 
 

Established by the Central Bank of Nigeria (CBN) Act 
of 1958, the Principal objects of the Bank as contained 
in the new CBN Act, 2007 are to 

• ensure monetary and price stability 
• issue legal tender currency in Nigeria 
• maintain external reserves to safeguard the 

international value of the legal tender currency 
• promote a sound financial system in Nigeria  
• act as banker and provide economic and 

financial advice to the Federal Government of 
Nigeria 
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CENTRAL BANK OF NIGERIA 
ANNUAL REPORT AND STATEMENT OF ACCOUNTS 

FOR THE YEAR ENDED 31st DECEMBER, 2007 
 

EXECUTIVE SUMMARY 
 

1. This Report reviews the operations of the Central Bank of Nigeria (CBN) and appraises the 
macroeconomic policies and outcomes in 2007. It is structured into two parts. Part I reviews the corporate 
operations of the Bank, while Part II assesses the performance of the economy against the backdrop of 
domestic economic policy measures and international economic and financial developments. Overall, the 
anti inflationary monetary policy stance of the CBN coupled with other financial policy measures aimed at 
ensuring financial soundness, effectively contained inflation and further strengthen the financial system. 
Thus, despite the political transition from one civilian government to another, the overall macroeconomic 
performance was satisfactory. Furthermore, despite the global financial crises, the Nigerian financial 
system remained strong, robust and resilient. 

CORPORATE ACTIVITIES 
The CBN Board and Other Committees 

2. The structure of the Board of Directors was altered following the passage of a new CBN Act, in 
2007, which increased the number of non-executive Directors from 6 to 7, to include the Accountant 
General of the Federation.  Obadiah Mailafia, former Deputy Governor (Economic Policy) and 
Shamsuddeen Usman, former Deputy Governor (Operations) ceased to be members of the Board, 
following their appointments as the Special Adviser to the President on Political Economy and the 
Honourable Minister of Finance, respectively. Sarah O. Alade and Suleiman A. Barau joined the Board 
following their appointments as Deputy Governor (Economic Policy) and Deputy Governor (Operations), 
respectively. Also, Akinlose S. Arikawe, former Permanent Secretary, Federal Ministry of Finance, was 
replaced on the Board by Ama I. Pepple, following his retirement from the public service.  

The Board held eight (8) regular and 1 emergency meetings. The Committee of Governors held seventeen 
(17) meetings, while the Governors’ Consultative Committee and the Committee of Departmental Directors 
held tweleve (12) regular and 1 emergency meetings each, respectively. The Audit Committee of the Board 
held four (4) regular meetings. The Investment Committee met twice in 2007, during which, it took 
decisions that enhanced prudent reserves management operations. 
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4. The Bank intensified its monetary management to ensure that the Policy Support Instrument (PSI) 
target was met at the exit period of June 2007. However, the indicative reserve money target at end-
December 2007, was missed following high demand for currency in the fourth quarter. Aggregate bank 
credit (net) to the domestic economy increased significantly, reflecting the substantial increase in credit to 
the private sector. Net credit to the Federal Government however, declined. 

 

5. The financial system as at end-2007 comprised the CBN, the Nigeria Deposit Insurance 
Corporation (NDIC), the Securities and Exchange Commission (SEC), the National Insurance Commission 
(NAICOM), the National Pension Commission (PENCOM), 24 deposit money banks, 5 discount houses, 
709 microfinance banks, 112 finance companies, 703 Bureaux-de-Change, one (1) stock exchange, one 
(1) commodity exchange, 93 primary mortgage institutions, five (5) development finance institutions and 77 
insurance companies. 

 

6. An assessment of the health of the banking sector showed that the system is sound as indicated 
by the banks’ aggregate ratings. The average Capital Adequacy Ratio (CAR) of the banks was consistently 
high and above the stipulated minimum of 10 per cent, while assets quality as measured by the ratio of 
non-performing loans to total loans stood at 8.4 per cent at end-December, 2007. However, surveillance 
activities were stepped by the Bank in preparation for a full-fledged implementation of Risk-based 
Supervision. Income audits, verification of capital and special investigations conducted to check the 
authenticity of reports/returns to the CBN revealed that three (3) banks failed to meet the statutory 
minimum required capital adequacy ratio (CAR) of 10.0 per cent, while two (2) banks defaulted on the 
prescribed minimum liquidity ratio (LR) of 40 per cent at end-December 2007. The defaulting banks were 
sanctioned appropriately. On-site verification of the banks’ post consolidation integration status indicated 
that fifteen (15), out of the nineteen (19) banks that needed integration, had attained above eighty per cent 
(80%) level of integration. Three (3) banks had attained less than eighty per cent (80%), while one bank 
attained less than sixty per cent (60%) level of integration. 

 

7. The foreign exchange market was relatively stable with the further liberalisation of the market and 
the deepening of the inter-bank market occasioned by the increase in capital flows. The end-period 
exchange rate at the Wholesale Dutch Auction System (WDAS) appreciated by 8.7 per cent, relative to the 
preceeding year. The other segments of the market similarly recorded naira appreciation during the year.  
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13. The CBN continued to fine-tune its Information Technology (IT) initiatives. In an effort to ensure 
prompt rendition of statutory returns to the CBN, the deposit money banks, other financial institutions and 
BDC were linked to the Bank’s network in 2007. Other initiatives completed during the year, included the 
Oracle Learning Management System and two modules of the Corporate Performance Management 
System, namely; the Balanced Score Card and Enterprise Planning & Budgeting; while the Data 
Warehouse and Daily Business Intelligence modules were at advanced stages of implementation.  
 

14. The Africa Finance Corporation (AFC) started pre-operational activities in 2007 with the issuance 
of US$1.0 billion equity capital, of one (1) billion ordinary shares of US$1 each and the appointment of the 
President/Chief Executive Officer, as well as other key officials. 

 
15. The Committee on the Financial System Strategy 2020 (FSS 2020) finalised the report on the 
implementation plans for the achievement of the strategy. Overall, there are about four hundred (400) 
initiatives under the strategy to be implemented by 2015. The sector reports included those of the 
regulators (legal, regulation and central banking), the foundation sectors (money and foreign exchange 
markets, capital and mortgage markets), the follow-up sectors (small and medium enterprises, credit 
market and insurance), and the enablers (information and communication technology and human 
development).   

 

16. The Bank recruited four hundred and forty-three (443) staff, comprising Physical Security 
Operatives, Librarians, Currency Processing/Disposal Assistants and Drivers in 2007. However, the Bank 
lost the services of twenty-four (24) staff through death. Furthermore, twenty-seven (27) staff left the 
services of the Bank through mandatory, voluntary or compulsory retirement, while twenty-five (25) staff 
resigned and four (4) withdrew their services. Also, four (4) staff had their appointment terminated, one (1) 
staff was declared invalid and one (1) was dismissed. Consequently, the staff strength of the Bank rose 
from 4,748 at end-December 2006 to 5,111 at end-December 2007. 

 

17. In order to boost staff morale and enhance their performance, the Bank reviewed staff emoluments 
and promoted a total of 1,377 staff, comprising 910 senior and 467 junior staff. The Bank intensified efforts 
at capacity building, through staff development and skill enhancement. Consequently, it sponsored staff 
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training programmes, including seminars, workshops, conferences and courses within and outside Nigeria.  
Thus, a total of ten thousand, five hundred and fifty-two (10,552) participants benefited in such training 
slots. 

 

ECONOMIC REPORT 
The International Economy 

18. Global output growth was projected at 5.2 per cent in 2007, an increase of 0.8 percentage point 
above the previous year’s growth rate. About half of global output expansion was accounted for by China, 
India and Russia. Also, the global economy witnessed modest inflationary pressures. Total global trade in 
2007 grew by 14.2 per cent over the value recorded in the previous year. The increase was due to the high 
prices of commodities, especially crude oil and solid minerals. The global economic development impacted 
positively on the Nigerian economy in such areas as enhanced earnings from crude oil exports, strong 
external sector position, build-up of external reserves and enhanced capital inflows.  

 

19. The Group of Twenty Four developing countries (G-24) reviewed the favourable global economic 
environment in which many emerging and developing countries experienced modest growth. The Group 
noted that developing countries had become the new driving force and the stabilising factor in the world 
economy. It noted that the turbulence in global financial markets had limited impact on developing countries 
as a result of strengthened economic fundamentals. However, the need for transparency, appropriate 
regulation and supervision to mitigate systemic risks was stressed. The Annual Meetings of the G-24, and 
of the Boards of Governors of the IMF and World Bank, emphasised the need to adopt a package of 
reforms aimed at increasing the voice and representation of developing countries to enhance the legitimacy 
and effectiveness of the Bretton Woods Institutions. The Ministers of the G-24 at the meeting expressed 
disappointment at the stalled delivery of aid resources after the adoption of the Millinium Development 
Goals (MDGs), the Monterrey consensus and the commitment of the G8 to scale up aid. The Group 
however, welcomed the progress in the implementation of the World Bank Group’s Africa Action Plan but 
regretted that the region was still not on track to meeting the MDGs.  

 

20. Nigeria and Russia signed a Memorandum of Understanding on the establishment of 
Nigeria/Russia Business Council in 2007. Both parties agreed to promote economic cooperation especially, 
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in the areas of banking and finance, fisheries, energy and trade. The US-Nigeria Trade and Investment 
Forum Agreement, aimed at the development of electric power in Nigeria and capacity building for the 
Nigerian banking sector on project financing models were concluded. Both countries agreed on new areas 
of cooperation, including improving enforcement against piracy and counterfeiting. 

 
21. The West African Monetary Zone (WAMZ) noted the progress made by member countries toward 
the December 2009 launch of the monetary union, and that The Gambia and Nigeria have met the four 
primary convergence criteria. The Committee of Governors of Central Banks in the Zone, therefore 
stressed the need to deepen institutional and structural reforms so as to sustain the momentum, particularly 
in trade liberalisation and domestication of relevant protocols. It recommended among others, that member 
countries should domesticate WAMZ statutes; adopt the WAMZ Cheque Standard and the Automated 
Cheque Processing Standard (ACPS) as well as Nigeria’s Fiscal Responsibility Act as best practice to 
ensure fiscal prudence. 

     

The Domestic Economy 
Fiscal Operations of Government 

22. The outcome of the fiscal operations of government was mixed in 2007. At N5,715.5 billion or 25.0 
per cent of GDP, the federation account revenue declined by 5.7 per cent from the level in 2006. This 
development was attributed to the decline in oil revenue as a result of youth restiveness in Niger Delta 
which distrupted oil production and export activities. This impact was however moderated by the continuous 
rise in the prices of crude oil in the international market and the increase in the non-oil revenue. Thus, oil 
revenue stood at N4,463.0 billion, a decline of 15.6 per cent from the level in 2006. In contrast, non-oil 
revenue increased by 62.0 per cent above the level in the preceeding year to N1,252.6 billion, which 
represented 5.5 per cent of GDP.  

23. The sum of N3,878.5 billion was transferred to the Federation Account in 2007, indicating an 
increase of 17.0 per cent over the level in 2006. The amount distributed after all statutory transfers was as 
follows: Federal Government (N1,500.9 billion), State and Mineral Derivation (N1,106.5 billion), and Local 
Government (N586.9 billion). Similarly, the sum of N289.6 billion VAT receipts was distributed to the three 
tiers of government in the ratios 15, 50 and 35 per cent to the federal, state and local governments, 
respectively. 
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The External Sector 
31. The external sector position remained robust with improved current account surplus and huge 
financial flows. The current account surplus as a ratio of GDP was 16.3 per cent and was largely driven by 
the remarkable surge in inward remittances by Nigerians in diaspora. The increased remittances was 
underpinned by the strong macroeconomic fundamentals, sustained economic reforms under the 
homegrown NEEDS programme and the favourable outcomes of the IMF monitored Policy Support 
Instrument (PSI). Further, the rise in oil export receipts was occasioned by the increase in the average 
price of Nigeria’s reference crude, the Bonny Light, which increased from US$66.46 per barrel in 2006 to 
US$74.96 in 2007. The relative stability sustained in the foreign exchange market at the Wholesale Dutch 
Auction System (WDAS) segment reflected the increased capital inflows, further liberalisation of the market 
and the deepening of the inter-bank market. These developments reduced the pressure on the official 
segment of the market and resulted in the continued appreciation of the naira from an end-period rate of 
N128.27 per dollar in 2006 to N117.97 per dollar in 2007.   
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Selected Macroeconomic and Social Indicators 
Indicator 2003 2004 2005  2006  1/ 2007  2/ 

Domestic Output and Prices         
GDP  at Current Mkt Prices (N' billion)    3/ 10,136.4 11,673.6 14,894.5 18,222.8 22,848.9 
GDP  at Current Mkt Prices (US$' billion)  3/ 78.4 87.4 112.7 142.6 181.6 

 
Real GDP Growth (%)  3/ 9.6 6.6 6.5 6.0 6.2 
    Oil Sector 23.9 3.3 0.5 -4.15 -5.9 
    Non-oil Sector 5.2 7.8 8.6 9.4 9.6 
    Sectoral GDP Growth (%)       
         Agriculture 6.6 6.5 7.1 7.4 7.4 
         Industry 4/ 21.3 4.2 1.7 -2.5 -3.5 
         Services 5/ 0.4 8.8 8.0 9.2 9.8 
Oil Production (mbd) 2.3 2.5 2.5 2.2 2.2 
Manufacturing Capacity Utilisation (%) 1/ 56.5 55.7 54.8 53.3 53.5 
GDP Deflator 6/ 15.2 7.9 23.3 13.8 3.4 
Inflation Rate (%) (Dec-over-Dec) 23.8 10.0 11.6 8.5 6.6 
Inflation Rate (%) (12-month moving average) 14.0 15.0 17.9 8.2 5.4 
Core Inflation Rate (%) (Dec-over-Dec)   7/ 34.8 5.9 2.4 17.3 3.6 
Core Inflation Rate (%) (12-month moving average)  7/ 27.2 15.5 8.8 12.8 9.2 
Aggregate Demand and Savings (% of GDP) 8/       
Consumption 87.0 76.2 75.6 74.3 69.7 
   Private 81.3 69.5 68.9 67.2 62.3 
   Government 5.7 6.7 6.7 7.0 7.4 
Gross Capital Formation 8.6 11.9 12.0 12.5 14.0 
   Gross Fixed Capital Formation 8.6 11.9 12.0 12.5 13.9 
   Increase in Stock 0.0 0.0 0.0 0.0 0.0 
Net Export of Goods and Non-factor Services 4.4 11.9 12.4 13.2 16.4 
   Export of Goods and Non-factor Services 25.1 30.2 31.3 33.9 36.9 
   Import of Goods and Non-factor Services 20.7 18.3 18.9 20.7 20.5 
Domestic Savings 13.0 23.8 24.4 25.7  
Gross National Savings 5.4 11.9 12.4 18.7 16.4 
Federal Government Finance (% of GDP)       
Retained Revenue 10.6 11.7 12.1 10.4 10.7 
Total Expenditure 12.2 13.2 13.2 11.0 11.2 
   Recurrent Expenditure 9.9 9.7 9.1 7.5 7.4 
       Of which: Interest Payments 3.7 3.4 2.7 1.3 0.9 
                            Foreign 2.0 1.7 1.3 0.6 0.5 
                            Domestic 1.7 1.7 1.4 0.7 0.5 
   Capital Expenditure and Net Lending 2.3 3.1 3.6 3.0 3.3 
   Transfers 0.2 0.4 0.5 0.5 0.4 
Current Balance (Deficit(-)/Surplus(+)) 0.7 1.9 3.0 2.9 3.3 
Primary Balance (Deficit(-)/Surplus(+)) 2.1 1.8 1.6 0.8 0.4 
Overall Fiscal Balance (Deficit(-)/Surplus(+)) -1.6 -1.5 -1.1 -0.5 -0.5 
Financing 1.6 1.5 1.1 0.5 0.5 
   Foreign 0.0 0.0 0.0 0.0 0.0 
   Domestic 1.7 0.4 1.0 0.2 0.9 
      Banking System 1.4 0.0 0.0 0.0 0.7 
      Non-bank Public 0.3 0.4 1.0 0.2 0.2 
      Others -0.1 1.1 0.1 0.3 -0.4 
Consolidated Government Debt Stock 58.6 54.9 29.0 11.9 11.4 
   External 45.2 42.9 18.5 2.4 1.9 
   Domestic 13.4 12.0 10.5 9.4 9.5 
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Selected Macroeconomic and Social Indicators (Cont...) 

Indicator 2003 2004 2005  2006  1/ 2007 2/ 

Money and Credit (Growth Rate %)       
Reserve Money 19.8 5.2 10.2 20.5 6.3 
Narrow Money (M1) 29.5 8.6 15.5 12.2 32.4 
Broad Money (M2) 25.0 12.3 16.6 30.6 30.9 
Net Foreign Assets 6.4  83.8  51.6  51.3  18.5 
Net Domestic Assets 274.7 -260.6 169.3 80.9 10.5 
Net Domestic Credit 35.7 12.0 14.5 -67.4 193.5 
   Net Credit to Government 58.4 -17.9 -37.0 -692.1 -60.5 
   Credit to Private Sector 26.8 26.6 30.8 27.8 96.8 
Money Multiplier for M2 2.7 2.9 3.2 3.8 4.4 
Income Velocity of M2 5.3 5.5 6.0 5.1 4.7 
Interest Rates (% per annum)       
Minimum Rediscount Rate (MRR) 9/ 15.0 15.0 13.0 … …. 
Monetary Policy Rate (MPR) 9/ … … … 10.0 9.5 
Repurchase Rate (Average %) 15.7 15.6 13.0 23.0  9.5 
Treasury Bill Rate       
   91-day 14.5 14.4 10.8 8.3 6.54 
   182-day 10/ - 14.84 9.57 9.22  7.35 
   364-day 10/ - - 10.51 10.71  8.12 
Inter-bank Call Rate 21.1 12.1 7.0 9.0 7.84 
Deposit Rates       
   Savings Rate 3.2 4.4 3.3 3.3 3.55 
   3-months Fixed 13.7 12.8 9.1 10.3 10.29 
   6-months Fixed 13.8 11.7 8.7 9.9 9.74 
   12-months Fixed 13.5 12.7 8.8 7.5 8.10 
Prime Lending Rate 19.6 18.9 17.8 17.3 16.94 
Maximum Lending Rate 21.6 20.4 19.5 18.7 18.36 
Government Bond (Average coupon) 11/       
   3-year - - - 12.71  8.82 
   5-year 18.25 - 12.38 13.50  11.05 
   7-year 17.70 - - 13.34  9.73 
   10-year 18.45 - -  - 9.60 
External Sector       
Current Account Balance (% of GDP) 4.9 17.7 27.3 18.9 16.3 
   Goods Account 10.0 22.5 25.7 19.0 14.7 
   Services and Income Account -7.0 -7.9 -4.6 -7.7 -8.3 
   Current Transfers 2.0 3.1 6.2 7.6 9.8 
Capital and Financial Account Balance (% of GDP) -6.4 -7.9 -23.5 -11.8 -7.8 
Overall Balance (% of GDP) -1.6 9.7 9.2 9.8 4.9 
External Reserves (US $ million) 7,467.8 16,955.0 28,279.1 42,298.0 51,333.2 
Number of Months of Import Equivalent 6.2 13.6 13.0 16.7 16.1 
Debt Service Due (% of Exports of Goods and  Services) 15.1 12.7 21.7 15.3  
Average Crude Oil Price (US$/barrel) 29.2 38.7 55.4 66.4 74.96 
Average AFEM/DAS Rate (N/$1.00)    129.4 133.5 132.1 128.7 125.83 
End of Period AFEM/DAS Rate (N/$1.00)    137.0 132.9 130.3 128.3 118.00 
Average Bureau de Change Exchange Rate (N/$) 142.0 140.8 142.6 137.1 127.40 
End of Period Bureau de Change Exchange Rate (N/$) 148.5 138.5 141.5 129.5 121.00 
Capital Market       
All Share Value Index (1984=100) 20,128.9 23,844.5 24,085.8 33,358.3 57,990.2 
Value of Stocks Traded (Billion Naira) 120.4 225.8 262.9 470.3 2,100.0 
Market Capitalization (Billion Naira) 1,324.9 1,925.9 2,900.1 5,120.9 13,294.8 
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Selected Macroeconomic and Social Indicators (Cont...) 

Indicator 2003 2004 2005 2006  1/ 2007  2/ 

Social Indicators       
GDP per Capita (N)  3/ 80,320.1 89,866.1 111,569.3 132,017.9 158,123.9 
GDP per Capita (US$)  3/ 620.9 673.2 847.4 1,036.2 1,256.6 
Population (million) 126.2 129.9 133.5 140.0 140.0 
Population Growth Rate (%) 2.8 2.8 2.8 2.9 3.2 
Life Expectancy at Birth (Years) 54.0 54.0 54.0 54.0 54.0 
Adult Literacy Rate (%) 57.0 62.0 57.0 64.2 64.2 
Incidence of Poverty  12/ *** 54.4 54.4 54.0 54.0 
   1/ Revised       
   2/ Provisional 
   3/ Revised based on national accounts of Nigeria 1981 to 2005 Harmonised series 
   4/ Includes Building and Construction. 
   5/ Includes Wholesale and Retail Services       
   6/ Based on GDP at purchasers' value (i.e. GDP at market prices) 
   7/ Core Inflation is measured as the rate of change of all-item Consumer Price Index (CPI) less farm produce. 
   8/ Based on GDP at Current Purchasers' Value (Current Market Price). 
   9/ MPR replaced MRR with effect from December 11, 2006       
  10/ The 182-day and the 364-day bills were introduced with effect from _____ 
 11/ Financial Datahouse Limited.  
12/ The incidence of poverty in Nigeria was projected to increase from 65.6 per cent in 1996 to 70.0 per cent in 2000. 

  

  However, the result of a Nigeria Living Standard Survey of 2003/2004 from NBS (former FOS), showed that the incidence of  
     poverty declined to 54.4 per cent in 2003/2004. 
*** indicates not available. 
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