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3rd Quarter, 2017

A Quarterly Publication of the Central Bank of Nigeria

1.0 Highlights
The highlights of the Business Expectations Survey (BES) report are as follows:

e Respondent firms expressed more optimism on the macro economy in Q3 2017,
when compared with the level recorded in the corresponding quarter of 2016.

e Respondents’ outlook on the volume of total order, access to credit, business activity
and internal liquidity positions (financial conditions) in the review quarter improved
in relation to that of the corresponding quarter of 2016.

e The surveyed firms identified insufficient power supply, financial problems,
unfavourable economic climate, high interest rate, competition, access to credit,
unclear economic laws and unfavourable political climate as the major constraints to
their business activities in Q3 2017.

e Respondent firms expect the Naira to depreciate in the current quarter but appreciate
in the next quarter. Inflation rate was expected to rise in the current quarter but fall in
the next quarter, while borrowing rate was expected to decline in the current quarter
but moderately rise in the next quarter.

2.0 Introduction

The Q3 2017 Business Expectations Survey (BES) was carried out during the period August
21 to September 01, 2017 with a sample size of 1,950 businesses nationwide. A response rate
of 98.9 per cent was achieved during the reporting quarter, and covered were services,
industry, wholesale/retail trade and construction sectors. The services sector is made up of
Financial Intermediation, Hotels & Restaurants, Renting & Business activities and
Community & Social Services. The respondent firms were made up of small, medium and
large organisations covering both import- and export-oriented businesses (Table 1).

3.0 Business Outlook

At -2.6 index points, respondents’ overall confidence index (CI) on the macro economy in Q3
2017 improved, when compared with the level of -24.1 index points recorded in Q3 2016.
This was driven by the opinion of respondents from construction (0.8 points) and
wholesale/retail trade (0.2 points) sectors (Fig. 1).

The outlook of businesses for the next quarter however, indicated greater confidence on the
macro economy at 37.2 points. The drivers for this optimism were services (13.5 points),
wholesale/retail trade (11.2 points), industrial (9.1 points) and construction (3.3 points)
sectors (Fig. 2).

Furthermore, the positive outlook by type of business in the next quarter was driven by
businesses that are neither import- nor export-oriented (27.3 per cent), import-oriented
businesses (4.9 per cent), both import- and export-oriented businesses (4.7) and export-
related businesses (0.3 per cent) (Table 1).
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Fig.1: National Overall Business Outlook Index
.
3.1 Business Confidence on Own

Operations by Sector

Respondents from industrial, construction,
wholesale & retail trade and services sectors
expressed more optimism on own operations
in the current quarter with indices of -4.5,
-1.0, -1.2 and -0.6, respectively, when
compared with -6.2, -1.8, -4.1 and -1.1 in the
corresponding quarter of 2016, respectively
(Fig 3, Table 1).

3.2 Financial Condition and

Access to Credit

Respondents’ outlook on the volume of total
order, access to credit, business activity and
internal  liquidity  positions  (financial
conditions) with indices of -5.6, -12.5, -6.2,
and -7.3 in the review quarter improved in
relation to -15.2, -15.2, -16.8, and
-13.0 respectively of the corresponding
quarter of 2016 (Table 1).

These developments led to improvement in
the average capacity utilization index (CUI)
by 10.9 points in Q3 2017, when compared
with the level recorded in the corresponding
quarter of 2016 (Fig. 4, Table 1).
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Employment and Expansion Plans

The positive outlook in the volume of business activities (45.1 index points) and employment
index (27.8 index points) indicated a favourable outlook in the next quarter. The employment
outlook index by sector showed that the services sector (32.7 per cent) indicates higher
prospects for creating jobs, followed by industrial (26.2 per cent), wholesale/retail trade (25.9
per cent) and construction (20.5 per cent) sectors.

An analysis of businesses by sector
with expansion plans in the next
quarter showed that the wholesale/retail
trade and services sectors indicate
disposition for expansion with an index
of 62.7 points. Similarly, industrial and
construction sector firms registered
expansion plans for Qs 2017 with
indices of 545 and 50.0 points,
respectively (Fig. 5, Table 1)

3.4 Business Constraints

The  surveyed  firms  identified
insufficient power supply (54.7 per
cent), financial problems (51.7 per
cent), unfavourable economic climate
(45.1 per cent), high interest rate (45.0
per cent), competition (37.7 per cent),
access to credit (35.4 per cent), unclear
economic laws and unfavourable
political climate (34.6 per cent) as the
major factors constraining business
activity in the current quarter (Fig. 6,
Table 1).

3.5
Rate

Expectations on Exchange

Majority of the respondent firms expect
the naira to depreciate in the current
quarter, but appreciate in the next
quarter, as the confidence indices stood
at -1.7 and 19.4 points, respectively
(Fig. 7, Table 1).
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3.6

Respondent firms expect inflation rate to rise
in the current quarter but fall in the next
quarter, with confidence indices of 6.1 and
-15.2 points for the current and next quarters,
respectively (Fig. 8).

Similarly, respondent firms expect the
borrowing rate to decline in the current quarter,
but rise moderately in the next quarter as the
confidence indices stood at -2.1 and 0.6 points,
respectively (Fig. 9, Table 1).

Expectations on Inflation and Borrowing Rates
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Fig.9: Borrowing Rate Index




ANNEX: TABLES

TABLE 1

BUSINESS EXPECTATIONS SURVEY DATA

Year 2015 2016 2017
Quarter B|lau|a|la|ad|a|ala]las
1. Overall Business Outlook on the Macroeconomy
Confidence Index: All Sectors
Current Quarter 149 83 -103 -123 -241 -29.0 -27.7 -15 -2.6
Next Quarter 546 528 49.7 444 351 322 282 475 372
2. Business Outlook Index on the Macroeconomy by Sector: Current Quarter
Industrial Sector 11.8 9.0 -10.8 -157 -38.7 -324 -36.2 -44 -125
Construction Sector 56 -29 -106 -19.0 -25.0 -293 -263 -3.7 59
Wholesale and Retail Trade 10.6 11.2 -12.0 -11.9 -26.0 -28.7 -247 -23 0.6
Services Sector of which: 232 95 -86 -75 -11.8 -266 -248 21 -10
Financial Intermediation 451 93 -17.2 -129 -53 -83 -209 209 85
Hotels and Restaurants 85 7.8 -239 -18.2 -188 -29.7 -346 -135 29
Renting and Business Activities 243 118 13 -50 -92 -336 -170 -29 -13
Community and Social Services 155 95 51 48 -116 -303 -248 65 -13.8
3. Business Outlook Index on the Macroeconomy by Sector: Next Quarter
Industrial Sector 549 510 448 380 170 269 256 433 360
Construction Sector 53.6 432 482 422 391 283 287 420 248
Wholesale and Retail Trade 474 56.6 48.0 449 416 319 285 435 449
Services Sector of which: 60.2 545 550 49.6 419 349 315 564 371
Financial Intermediation 549 605 552 511 526 432 230 712 212
Hotels and Restaurants 616 472 543 392 33.0 378 504 662 506
Renting and Business Activities 66.2 542 500 578 374 288 291 500 39.5
Community and Social Services 59.1 57.7 59.9 513 47.0 317 277 451 388
4. Business Confidence Index on Own Operations by Sector: Current Quarter
Industrial Sector 81 34 11 -70 -243 -20.8 -205 -7.4 -17.6
Construction Sector 04 -86 -80 -90 -133 -214 -215 24 -79
Wholesale and Retail Trade 119 66 00 -60 -156 -21.1 -148 12 -4.8
Services Sector 162 74 41 15 -31 -114 -136 31 -16
5. Business Outlook Index on Own Operations : Current Quarter
Volume of Business Activity Index 139 112 -02 -38 -168 -174 -176 -02 -6.2
Volume of Total Order Book Index 144 110 21 -3.8 -152 -185 -184 -14 -56
Credit Access Index -01 -09 -32 -86 -152 -216 -19.1 -99 -125
Financial Condition Index 110 41 05 -41 -13.0 -17.6 -166 -03 -7.3
Average Capacity Utilization 181 105 74 24 -78 -89 -102 35 31
6. Business Outlook Index on Own Operations : Next Quarter
Volume of Business Activity Index 639 644 612 570 511 465 417 56.8 45.1
Employment Outlook Index 40.1 401 36.0 299 296 234 228 297 27.8
7. Employment Outlook Index on Own Operations by Sector: Next Quarter
Industrial Sector 350 381 316 258 202 186 192 248 262
Construction Sector 429 350 339 343 336 192 198 310 205
Wholesale and Retail Trade 382 437 357 301 315 219 21.0 307 259
Services Sector 440 40.6 401 30.8 335 295 275 321 327
8. Business with Expansion Plans (in per cent): Next Quarter
Industrial Sector 59.8 622 571 56.0 462 553 56.2 50.6 54.5
Construction Sector 654 605 617 646 574 583 586 574 50.0
Wholesale and Retail Trade 66.7 69.6 63.7 642 549 61.0 608 587 627
Services Sector of which: 625 682 66.6 644 59.2 565 60.5 585 62.7
Financial Intermediation 60.1 605 672 63.0 586 588 704 63.0 663
Hotels and Restaurants 60.4 66.7 625 60.2 56.0 557 514 524 609
Renting and Business Activities 644 725 669 69.6 673 555 615 579 60.5
Community and Social Services 649 714 701 651 561 564 59.0 61.1 62.8




TABLE 1 (Continued)
BUSINESS EXPECTATIONS SURVEY DATA

Year 2015 2016 2017
Quarter Bla|a]a[ad|ad|ala]a
9. Business Constraints: Current Quarter
High Interest Rate 42.2 469 47.1 458 51.0 53.8 50.1 53.6 45.0
Unclear Economic Laws 286 31.6 334 362 396 435 386 40.7 346
Lack of Equipment 16.5 155 20.6 252 245 263 272 291 206
Insufficient Demand 229 256 314 348 40.2 365 338 354 316
Access to Credit 29.4 328 315 382 364 373 366 400 354
Financial Problems 42.2 469 483 543 582 556 527 580 517
Competition 348 394 420 394 413 441 350 416 37.7
Labor Problems 26 46 51 62 65 149 87 88 43
Lack of Materials Input 103 6.7 174 233 21.2 295 238 255 214
Unfavourable Political Climate 29.7 276 281 363 369 385 360 405 346
Unfavourable Economic Climate 39.1 375 394 510 514 527 480 525 451
Insufficient Power Supply 61.8 53.7 559 687 69.1 624 627 66.9 547
10. Business Expectation Index on Selected Economic Indicators: Current Quarter
N/$ Exchange Rate 4.1 83 -19.2 -85 -26.1 -246 -21.1 34 -17
Inflation Rate 11.8 104 225 22.0 29.2 259 212 124 6.1
Borrowing Rate 101 36 116 6.2 195 94 7.6 8.6 -2.1
11. Business Expectation Index on Selected Economic Indicators: Next Quarter
N/S Exchange Rate 146 189 35 6.3 04 -09 -46 184 194
Inflation Rate -9 02 69 -09 25 20 64 -64 -152
Borrowing Rate -06 -53 82 -14 48 84 40 -07 06
12. Business Outlook index on the Macroeconomy by Type of Business: Current Quarter
Importer 150 24 -13.1 -203 -40.7 -28.4 -29.7 -116 -7.2
Exporter 47 218 -188 45 00 -12.8 -31.5 314 -3.0
Both Importer and Exporter 74 7.2 -26.2 -204 -37.9 -358 -42.2 -1.2 118
Neither Importer nor exporter 161 91 -7.7 -101 -19.5 -28.8 -25.6 -0.2 -3.3
13. Business Outlook index on the Macroeconomy by Type of Business: Next Quarter
Importer 429 503 46.1 382 283 164 64 320 237
Exporter 442 618 25.0 614 541 282 -56 343 152
Both Importer and Exporter 49.7 57.2 384 422 293 39.7 9.7 488 489
Neither Importer nor exporter 58.3 524 523 456 369 331 364 509 403
14. Business Outlook index on the Macroeconomy by Size of Business: Current Quarter
Small (<50) 156 82 -114 -12.7 -243 -29.1 -300 -40 -5.6
Medium (50 and <200) 163 122 -68 -9.8 -185 -30.1 -126 9.7 111
Large (200 and Up) 29 -09 -67 -13.3 -358 -23.0 -36.2 79 0.0
15. Business Outlook index on the Macroeconomy by Size of Business: Next Quarter
Small (<50) 554 522 52.0 43.0 357 308 29.8 473 413
Medium (50 and <200) 56.5 60.7 42.6 503 341 326 425 47.2 382
Large (200 and Up) 37.9 412 410 50.0 303 345 -168 50.5 1.1
16. Percentage Distribution of Respondent Firms by Type of Business
Importer 175 158 151 17.0 154 138 163 157 20.8
Exporter 23 2.9 1.7 2.3 1.9 2.0 2.8 1.8 1.7
Both Importer and Exporter 80 88 88 7.6 9.0 7.8 79 8.7 96
Neither Importer nor exporter 72.2 725 744 732 737 764 73.0 737 67.8
17. Percentage Distribution of Respondent Firms by Employment Size
Small (<50) 81.6 79.6 76.4 80.6 79.5 813 763 80.7 759
Medium (50 and <200) 128 144 179 147 148 142 160 14.0 14.9
Large (200 and Up) 55 61 56 46 56 45 77 52 91
No Response 00 00 00 00 00 00 00 00 00




TABLE 1 (Continued)
BUSINESS EXPECTATIONS SURVEY DATA

Year 2015 2016 2017
Quarter B|lav|a]a]ad|am|[ala]a
18. Distribution of Respondent Firms by Sector
Sample Size (N) 1900 1900 1900 1950 1950 1950 1950 1950 1950
Response Rate(%) 97.8 988 985 99.5 99.1 99.5 99.5 988 989
All Sectors 1859 1878 1872 1941 1933 1940 1940 1927 1929
Industrial Sector 457 465 446 484 489 472 469 517 489
Construction Sector 233 243 274 268 256 276 247 245 254
Wholesale and Retail Trade 489 519 499 519 503 508 515 485 483
Services Sector of which: 680 651 653 670 685 684 709 680 703
Financial Intermediation 173 129 134 139 133 132 187 139 189
Hotels and Restaurants 165 180 184 181 191 185 185 185 174
Renting and Business Activities 148 153 157 161 163 146 135 140 152
Community and Social Services 194 189 178 189 198 221 202 216 188
19. Business Outlook Index on the Macroeconomy by Sector Contribution: Current Quarter
Industrial Sector 29 22 -26 -39 -98 -79 -88 -12 -32
Construction Sector 07 -04 -15 -26 -33 -42 -34 -05 038
Wholesale and Retail Trade 28 31 -32 -32 -68 -75 -65 -06 0.2
Services Sector 85 33 -30 -26 -42 -94 -91 07 -04
149 8.3 -10.3 -12.3 -24.1 -29.0 -27.7 -1.5 -2.6
20. Business Outlook Index on the Macroeconomy by Sector Contribution: Next Quarter
Industrial Sector 135 126 10.7 95 4.3 6.5 6.2 116 9.1
Construction Sector 6.7 5.6 7.1 5.8 5.2 4.0 3.7 5.3 3.3
Wholesale and Retail Trade 125 157 128 120 108 84 7.6 122 112
Services Sector 220 189 192 171 148 123 115 199 135
54.7 52.8 49.7 444 351 31.2 289 49.1 37.2
R1. Business Confidence Index on Own Operations by Sector: Current Quarter
Industrial Sector 2.0 0.9 03 -18 -62 -51 -49 -20 -45
Construction Sector o1 -11 -12 -12 -18 -30 -27 03 -10
Wholesale and Retail Trade 317 18 00 -16 -41 -55 -39 03 -12
Services Sector 59 26 14 05 -11 -40 -50 11 -06
111 41 05 -41 -13.1 -17.6 -16.6 -03 -7.3
22. Employment Outlook Index on Own Operations by Sector: Next Quarter
Industrial Sector 86 94 75 64 51 45 46 66 6.6
Construction Sector 54 45 50 47 44 27 25 39 27
Wholesale and Retail Trade 101 121 95 80 82 57 56 77 65
Services Sector 161 141 140 106 119 104 101 113 11.9
Employment Outlook Index 40.1 40.1 36.0 29.8 29.7 234 228 29.6 27.7
23. Drivers of macroeconomic Outlook by type of business: Current Quarter
Importer 26 04 -20 -35 -63 -39 -48 -18 -15
Exporter 01 06 -03 01 00 -03 -09 06 -01
Both Importer and Exporter 06 06 -23 -15 -34 -28 -34 -01 11
Neither Importer nor exporter 116 66 -57 -74 -143 -22.0 -187 -0.2 -22
Macroeconomic Outlook Index 149 83 -103 -12.3 -24.0 -29.0 -27.7 -1.5 -2.6
24. Drivers of macroeconomic Outlook by type of business: Next Quarter
Importer 75 79 70 65 43 23 10 50 49
Exporter 10 18 04 14 10 06 -02 06 03
Both Importer and Exporter 40 51 34 32 26 31 08 43 47
Neither Importer nor exporter 421 380 389 333 272 253 265 375 273
Macroeconomic Outlook Index: Next Quarter 54.6 52.8 49.7 444 352 312 282 47.5 37.2
25. Drivers of macroeconomic Outlook by Size of Business: Current Quarter
Small (<50) 127 65 -87 -103 -193 -23.7 -229 -32 -43
Medium (50 and <200) 2.1 1.8 -12 -14 -27 -43 -20 14 1.7
Large (200 and Up) 02 -01 -04 -06 -20 -1.0 -28 04 00
Macroeconomic Outlook Index: Current Quarter 150 83 -103 -12.3 -24.1 -29.0 -27.7 -1.4 -2.6
26. Percentage Distribution of Respondent Firms by Sector
Industrial Sector 246 248 238 249 253 243 242 268 253
Construction Sector 125 129 146 13.8 13.2 142 127 127 132
Wholesale and Retail Trade 263 276 267 267 260 262 265 252 250
Services Sector 36.6 34.7 349 345 354 353 365 353 364




