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The Nigerian Bureau of Statistics (NBS) released its Capital
Importation report for Q4 2017 recently, which showed a 248% year-on
-year (y/y) and c.30% quarter-on-quarter (g/q) increase in capital
imported in Q4 2017 to US$5.38 billion.

We point out the US5.38billion reported in Q4 2017 was the largest
inflow since Q3 2014, the period in which global oil prices began its
downward spiral from the highs of US$114/barrel.
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The surge in capital importation was largely driven by the 1124% y/y
spike in Portfolio Investments in Q4 2017, which expanded faster than
the other two sub-categories. The increase in Portfolio Investment was
driven by a strong growth in Money Market Instruments, which
recorded US$2.18 billion, an increase of ¢.2545.1% y/y compared to
2016 levels.
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Foreign Direct Investor Participation Remains Uninspiring

Foreign Direct Investment (FDI) increased by ¢.10% y/y and ¢.222% q/
g recording US$378.4 million in Q4 2017, the highest sum since Q1
2015. The growth in FDI was mainly driven by Equity investments,
which contributed 99.8%.

The rise in FDI inflows may not be unconnected with the recent im-
provements in the country’s ranking in the World Bank’s ease of doing
business ranking (up 24 places to 145th position out of 189 places) as
well as strengthening of the nation’s GDP growth.
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While other investments increased by c. 66% y/y and ¢.21% g/q to
US$1.53 billion in Q4 2017, its highest recorded since Q4 2014 owing
largely to loans which stood at US$1.09 billion, contributing 71% to
other investments. On a y/y basis, other investments rose by ¢.73% to
US$3.92 billion with other claims jumping by ¢.2646% to
¢.US$740million.

In regards to capital importation by sector, shares accounted for 68%
of total capital importation in Q4 2017 growing by ¢.1512% y/y and
34% g/q to US$3.68billion.

Establishment of the Investors’ & Exporters’ FX Window Supports Capital Importation

Total capital importation in 2017 was ¢.US$12.23 billion, an increase of
¢.140% y/y from the figure recorded in 2016. This was mainly driven by
an increase in portfolio investment which went up by ¢.304% from
2016 levels to reach US$7.33 billion and accounted for 60% of capital
imported in 2017.

The surge in capital importation in 2017 may not be unconnected with
the establishment of the Investors’ & Exporters’ FX window in April
2017, which eased the ability for FPI to repatriate funds. Consequently,
we saw turnover in this window hit ¢.US$23.9billion in 2017.
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In regards to sectors, shares rose by 589% y/y to US$10.1billion
(accounting for 83% of total capital imported) the highest amount
since 2014, which exhibits the significant improvement in foreign
investor sentiment post-recession.
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Outlook

In the near term we could see capital importation remain strong on the
back of the strengthening of the nation’s FX reserves (US$46billion as
at 9th of March 2018), which should be supportive of foreign investor
confidence.

Additionally, a potential return to the JP Morgan index given the
improvements in FX market liquidity and transparency should also add
more impetus for the attraction of much-needed foreign capital.

Notably, the I&E FX Window turnover for 2018 hit c.US$9.9 billion as at
28th of February, an indication of foreign investor confidence in the
Nigerian market as global oil prices and stability in domestic oil
production levels have supported country’s FX market and economic
outlook.

However, we highlight the potential impact of rate hikes in the USA and
UK, which account for ¢.56% of the total capital importation in 2017 as
well as political risk in H2 2018 as negatives to our outlook which may
lead to a consequential capital flight.

Also, we believe the infrastructural deficit estimated at ¢. US$100billion
annually, according to the Nigeria Industrial Revolution Plan, and
insecurity in various parts of the country remain barriers to Foreign
Direct Investment in Nigeria despite the increase in the nation’s ranking
in the World Bank Ease of Doing Business index to 145, from 169 out
of the 189 countries rated.
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Disclaimer

This publication is for general information only and is not intended to be relied upon as a forecast, research or
investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any
investment strategy. The opinions expressed in this article represent the current, good-faith views of the author(s)
at the time of publication.

The information and opinions contained in this material are derived from proprietary and non-proprietary sources
deemed by /NVESTMENT ONE Financial Services to be reliable, are not necessarily all-inclusive and are not
guaranteed as to accuracy, completeness or otherwise. Opinions expressed are our own unless otherwise stated.
INVESTMENT ONE Financial Services and its affiliates may trade for their own accounts, the company may de-
cide to take a long or short position on any securities, and/or may take the opposite side of public orders.

Past performance is no guarantee of future results. The inclusion of past performance figures is for illustrative
purposes only. There is no guarantee that any forecasts made will come to pass. Reliance upon information in
this material is at the sole discretion of the reader. This is not in any sense a solicitation or offer of the purchase or
sale of securities. Neither INVESTMENT ONE Financial Services nor any officer or employee of /INVESTMENT ONE
Financial Services accepts any liability whatsoever for any direct, indirect or consequential damages or losses
arising from any use of this report or its contents. Investments in general and, equities, in particular, involve
numerous risks, including, among others, market risk, counterparty default risk and liquidity risk.

The ratings and company profile assessments reflect the opinion of the individual analyst and are subject to
change at any time.

This material has been issued by /nvesiment One, which is regulated by the Securities and Exchange
Commission. Further information on any security mentioned herein may be obtained by emailing:
research@investment-one.com

Address:

Investment Management & Research
INVESTMENT ONE Financial Services Limited
37, Karimu Kotun Street,

Victoria Island, Lagos.

Nigeria

Email: research@investment-one.com

Visit us at: www.investment-one.com
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