
 

Afrinvest Securities Limited  -  Flash Note  -  Q2:2018 GDP – Contraction in Oil Output Compels Moderation in Growth  

Highlights 

 Output grew 1.5% Y-o-Y in Q2:2018, 

marking the  fifth consecutive   ex-

pansion in growth since the     econo-

my exited recession in Q2:2017  

 

 The result mainly reflected a sharp 

contraction in oil output of -3.5% Y-o

-Y, from an expansion of 14.7% Y-o-Y 

in the previous quarter, due to disrup-

tions at the Bonny and Forcados ex-

port terminals; average oil output 

deteriorated -1.6% Y-o-Y to 1.84mb/d 

in Q2:2018 from 1.87mb/d in Q2:2017. 

 

 The slowdown in agriculture deep-

ened in Q2:2018, as the sector ex-

panded 1.2% Y-o-Y, its slowest pace 

on record, based on quarterly data 

from 2010 

 

 The trend in the growth of the manu-

facturing sector remains volatile, as 

growth moderated to 0.7% Y-o-Y in 

Q2:2018, from 3.4% Y-o-Y in the 

preceding quarter. 

FLASH NOTE 

The National Bureau of Statistics (NBS), in the early hours of Monday, released Q2:2018 

Gross Domestic Product (GDP) report with data showing a slower pace of real GDP 

expansion of 1.5% Y-o-Y (from 2.0% in Q1:2018), confirming our suspicions of 

continued weakness in the economy. The result mainly reflected a sharp contraction in 

oil output of -3.5% Y-o-Y, from an expansion of 14.7% Y-o-Y in the previous quarter, 

due to disruptions at the Bonny and Forcados export terminals in May 2018; average oil 

output deteriorated -1.6% Y-o-Y to 1.84mb/d in Q2:2018 from 1.87mb/d in Q2:2017. 

Meanwhile, there was a resurgence in non-oil output growth to 2.0% Y-o-Y in Q2:2018, 

the highest in 10 quarters, although the gains recorded were unable to offset the 

under-performance in the oil sector. 

Agriculture Growth Moderates to Historical Low Since 2010 

The slowdown in agriculture deepened in Q2:2018, as the sector expanded 1.2% Y-o-Y, 

its slowest pace on record, based on quarterly data from 2010. This decline was on the 

back of sharp moderation in two sub-sectors, Crop production and Livestock, suspected 

to be linked to recent restiveness prominent around North Central Nigeria.  In recent 

times, insecurity due to herdsmen-farmer clashes has continued unabated in the middle

-belt region, thus affecting crop and livestock outputs. Hence, growth in crop 

production (89.1% of total Real Agriculture GDP) slowed to 1.4% Y-o-Y in Q2:2018 

from 3.4% Y-o-Y in the previous quarter, the lowest on record, while the livestock sub-

sector (7.5% of total Real Agriculture GDP)  remained in the negative territory, 

plunging deeper at -2.0% Y-o-Y, the weakest performance since Q4:2012. 

The current trend in agriculture is worrying, as growth remains weaker than long-term 

trend of c.5.0% despite the Federal Government’s (FG) substantial support to the sector, 

most especially through the Central Bank of Nigeria (CBN’s) Anchor Borrowers’ 

Programme. We believe the ambitious plans for food security and import substitution 

will take a while to yield results. This is because the current intervention in agriculture 

is inadequate to drive desired growth, given unaddressed factors such as the huge 

productivity gap in agriculture, climate change impacts in the form of drought, 

parasites & diseases and a potential reduction in youth participation in agriculture as 

massive urbanisation and rural-urban migration intensify. Without effective strategies 

to lessen the impact of these downside risk factors, performance in agriculture will 

remain weak in the long-term. 
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Chart 1:  Nigeria’s Real GDP Quarterly Growth (Q3:2014—Q2:2018) 
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Marked Slowdown in Manufacturing GDP Post-First Quarter Excitement 

The trend in the growth of the manufacturing sector remains volatile, as growth 

moderated to 0.7% Y-o-Y in Q2:2018, from 3.4% Y-o-Y in the preceding quarter. This was 

driven by tepid growth in sub-sectors such as cement (+3.8%) and food, beverage & 

tobacco (+1.2%) which recorded slower paces of growth but cumulatively account for 

54.6% of total manufacturing real GDP. Notwithstanding, the impressive growth 

performance of the Textile, Apparel and Footwear sub-sector – which accelerated at 2.7% 

(the highest post-economic recession) – accounting for 22.1% of total manufacturing real 

GDP, cushioned the effect. In our view, given the ease in FX challenges that affected the 

manufacturing sector’s growth between 2016 and early 2017, the slow momentum in the 

sector may be due to sluggish recovery in consumer spending. 

Services Rebound to 10-Quarter High 

After persisting in the negative territory for much of 2016 and 2017, the services sector 

staged a strong rebound in Q2:2018, growing at 2.1% Y-o-Y, the highest since Q4:2015. 

This performance reflected a broad-based improvement in the largest sub-sectors as 

information and communications rose sharply (11.8% Y-o-Y) and construction posted a 

positive and strong recovery (7.7% Y-o-Y). Furthermore, trade and real estate services, 

which both account for 39.4% of services GDP, recorded strong recoveries, although both 

are still some way off positive territory.  

We believe the resurgence in services was only a matter of time, given the pressure it came 

under during the slowdown as it recorded seven quarters of negative growth since 

Q2:2016. Despite the strong showing, we believe much needs to be done to annex the 

inherent growth potentials in the sector. There has been skewed focus on the agriculture 

sector of the economy which currently accounts for 22.9% of GDP; whereas, the services 

sector, most especially trade, has received less attention in terms of access to cheaper 

credit. Our thesis presupposes that focus on the services sector, accounting for 54.4% of 

total real GDP, has the potential to help achieve sizeable mileage in re-aligning growth 

around long-term trend.  

Outlook: Optimistic on Sustained Non-Oil Performance 

We retain our growth projections of 2.1% Y-o-Y in FY:2018, below population growth rate 

of 2.6% and long-term trend of 6 – 7.0%. To achieve this, there is a need for a sustained 

performance in non-oil output and a recovery in the oil sector. We believe the non-oil 

sector will receive a boost from budget releases for capital expenditure and election 

spending. Also, the recovery in the oil sector is within reach if production numbers pick up, 

as the price of crude has continued to trend above US$70.00/b.  

Source: CBN, NSE, Afrinvest Research  

Chart 2:  Nigeria’s Real GDP Growth (2014—2018F) 
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About Afrinvest 

Afrinvest (West Africa) Limited (“Afrinvest” or the “Company”) is a leading independent investment banking firm 

with a focus on West Africa and active in four principal areas: investment banking, securities trading, asset man-

agement, and investment research. The Company was originally founded in 1995 as Securities Transaction and 

Trust Company Limited (“SecTrust”) which grew to become a respected research, brokerage and asset management 

firm. Afrinvest (West Africa) Limited is licensed by the Nigerian Securities and Exchange Commission (“SEC”) as an 

issuing house and underwriter. We provide financial advisory services as well as innovative capital raising solutions 

to High Net-worth Individuals (“HNIs”), corporations, and governments. Afrinvest is a leading provider of research 

content on the Nigerian market as well as a leading adviser to blue chip companies across West Africa on M&A 

and international capital market transactions. The company maintains three offices in Lagos, Abuja and Port-

Harcourt. 

Afrinvest Securities Limited (“ASL”) is licensed by the Nigerian SEC as a broker dealer and is authorized by the Nige-

rian Stock Exchange (“NSE”) as a dealing member. ASL acts as a distribution channel for often exclusive investment 

products originated by Afrinvest and AAML as well as unique value secondary market trading opportunities in 

equity, debt, money market and currency instruments. 

Afrinvest Asset Management Limited (“AAML”) is licensed by the Nigerian SEC as a portfolio manager. AAML deliv-

ers world class asset management services to a range of mass affluent and high net worth individual clients. AAML 

offers investors direct professionally managed access to the Nigerian capital markets through equity focused, debt 

focused and hybrid unit trust investment schemes amongst which are the Nigeria International Debt Fund (NIDF), 

Afrinvest Equity Fund (AEF), Target Project Plan (TPP), Private Investment Club (PIC) and Afrinvest Guaranteed In-

come Portfolio (Afrinvest-GIP). 
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Institutional Sale and Marketing  

Ayodeji Ebo    aebo@afrinvest.com     +234 1 270 1680 ext 315 
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Investment Banking  
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Asset Management         
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Contacts 

For further information, please contact: 

Afrinvest West Africa Limited (AWA)  

27,Gerrard Road  

Ikoyi, Lagos  

Nigeria 

Tel: +234 1270 1680    |    +234 1 270 1689  

www.afrinvest.com  
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Disclaimer 

This report has been issued and approved by Afrinvest Securities Limited (“Afrinvest”). This report is 

based on information from various sources that we believe are reliable; however, no, representation is 

made that it is accurate or complete. While reasonable care has been taken in preparing this 

document, no responsibility or liability is accepted for errors or fact or for any opinion expressed 

herein. This document is for information purposes only. It does not constitute any offer or solicitation 

to any person to enter into any trading transaction. Any investment discussed may not be suitable for 

all investors. This report is provided solely for the information of clients of Afrinvest who are expected 

to make their own investment decisions. Afrinvest conducts designated investment business with 

market counter parties and intermediate customers and this document is directed only at such persons. 

Other persons should not rely on this document. Afrinvest accepts no liability whatsoever for any direct 

or consequential loss arising from any use of this report or its contents. This report is for private 

circulation only. This report may not be reproduced distributed or published by any recipient for any 

purpose without prior express consent of Afrinvest. Investments can fluctuate in price and value and 

the investor might get back less than was originally invested. Past performance is not necessarily a 

guide to future performance. It may be difficult for the investor to realize an investment. Afrinvest 

and/or a connected company may have a position in any of the instruments mentioned in this 

document. Afrinvest and/or a connected company may or may not have in the future a relationship 

with any of the entities mentioned in this document for which it has received or may receive in the 

future fees or other compensation. Afrinvest is a member of The Nigerian Stock Exchange and is 

regulated by the Securities and Exchange Commission to conduct investment business in Nigeria. 


