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DDR Debt Data Reconstruction
DeMPA Debt Management Performance Assessment
DFID Department for International Development
DMDs Debt Management Departments
DMO Debt Management Office
DRI Debt Relief International
DRSD Debt Recording and Settlement Department
DSA Debt Sustainability Analysis
DSF Debt Sustainability Framework
DSF-LICs  Debt Sustainability Framework for Low Income Countries
ECFA External Creditors Funding Account
EDF European Development Fund
EIB European Investment Bank
EM Emerging Market
EM-LCBI Emerging Markets Local Currency Bond Index
EOI Expression of Interest
EUR Euro
FCT Federal Capital Territory
FDI Foreign Direct Investment
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FEC Federal Executive Council

FGN Federal Government of Nigeria

FMBN Federal Mortgage Bank of Nigeria

FMDQ Financial Market Dealers Quotation

FMF Federal Ministry of Finance

FICAN Financial Correspondents Association of Nigeria
FRA Fiscal Responsibility Act

FRN Federal Republic of Nigeria

FSS Financial System Strategy

GBP Great Britain Pound

GDN Global Depository Note

GDP Gross Domestic Product

IBRD International Bank for Reconstruction and Development
ICM International Capital Market

ICT Information & Communication Technology
IDA International Development Association
IDB Islamic Development Bank

IFAD International Fund for Agricultural Development
IFC International Finance Corporation

IFRS International Financial Reporting Standard
IGR Internally Generated Revenue

IMF International Monetary Fund

IS Information System

IT Information Technology

JPY Japanese Yen

LCDs Local Contractors Debts

M: Broad Money Supply

MC Market Capitalization

MDAs Ministries, Departments and Agencies
MDD Market Development Department

MENA Middle East and North Africa

MPC Monetary Policy Committee

MPR Monetary Policy Rate

MS Microsoft

MTDS Medium-Term Debt Management Strategy
MTEF Medium-Term Expenditure Framework
NASS National Assembly

NBS National Bureau of Statistics

NDMF National Debt Management Framework
NGN Nigerian Naira

NPC National Planning Commission

NPV Net Present Value

NSE Nigerian Stock Exchange




RS
ﬂ;’ slh;“ 2013 ANNUAL REPORT AND STATEMENY OF ACCOUNTS

DEBT MANAGEMENT OFFICE
NIGERIA

NTBs Nigerian Treasury Bills

OAGF Office of the Accountant-General of the Federation
ORD Organizational Resourcing Department

ORM Operational Risk Management

oTC Over the Counter

PDMMs Primary Dealer Market Makers

PMD Portfolio Management Department

PPA Public Procurement Act

PSRMD Policy, Strategy and Risk Management Department
PV Present Value

RDAS Retail Dutch Auction System

RFP Request for Proposal

SDR Special Drawing Rights

SEC Securities and Exchange Commission

SND Sub-national Debt

SPD Strategic Programmes Department

SPV Special Purpose Vehicle

TBs Treasury Bonds

TCRORM  Task Compliance and Operational Risk Management
UAE United Arab Emirate

UNDESA United Unions Department for Economic Affairs
USD United States Dollar

USA United States of America

UK United Kingdom

WAIFEM West African Institute for Financial and Economic Management
WAMZ West African Monetary Zone

WDAS Wholesale Dutch Auction System

WEO World Economic Outlook
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Vision

To be one of the leading
Public Debt Management
institutions in the world, in
terms of best practice and
contribution to national
development

Mission

To manage Nigeria's debt as
an asset for growth,
development and poverty
reduction, while relying on a
well motivated professional
workforce and state-of-the-art
technology

Broad Objective

To ensure efficient public debt management
in terms of a comprehensive, well diversified
and sustainable portfolio, supportive of
Government and private sector needs.

Core Values

EXCITE: ex - Excellence: We deliver what we promise and add value
¢ - Commitment: We are willing to work hard and give our energy and time to work
1 - Integrity: We will display transparent honesty in all our working relationships with
our colleagues, internal and external stakeholders
I - Teamwork: We will strive to work well together as a team, respecting one another
£ - Efficiency: We will use our time, human resources, technology to perform our
tasks, producing more with given resources.
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MANDATE OF THE DEBT MANAGEMENT OFFICE

The mandate of the Debt Management Office as articulated in Part III, Section 6 of the Debt
Management (Establishment) Act 2003, specifies that the DMO shall:

Maintain a reliable database of all loans taken or guaranteed by the Federal or State
Governments or any of their agencies;

Prepare and submit to the Federal Government a forecast of loan service obligations for each
financial year;

Prepare and implement a plan for the efficient management of Nigeria's external and domestic
debt obligations at sustainable levels compatible with desired economic activities for growth and
development and participate in negotiations aimed at realizing these objectives;

Verify and service external debts guaranteed or directly taken by the Federal Government;

On an agency basis, service external debts taken by State Governments and any of their
agencies, where such debts are guaranteed by the Federal Government;

Set guidelines for managing Federal Government financial risks and currency exposure with
respect to all loans;

Advise the Federal Government on the re-structuring and re-financing of all debt obligations;
Advise the Minister on the terms and conditions on which monies, whether in the currency of
Nigeria or in any other currency, are to be borrowed;

Submit to the Federal Government for consideration in the annual budget, a forecast of
borrowing capacity in local and foreign currencies;

Prepare a schedule of any other Federal Government obligations such as trade debts and other
contingent liabilities, both explicit and implicit and provide advice on policies and procedures for
their management;

Establish and maintain relationships with international and local financial institutions, creditors
and institutional investors in Government debts;

Collect, collate and disseminate information, data and forecasts on debt management with the
approval of the Board;

Carry out such other functions which may be delegated to it by the Minister or by Act of the
National Assembly; and

Perform such other functions which in the opinion of the Office are required for the effective
implementation of its functions under the Act.

The DMO Act also provides that the Office shall:

b.

Administer the debt conversion programme of the Federal Government;

Perform the functions of the Minister with regard to the development fund rules;

o
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C. and, Supervise the operation of the development fund under the Finance (Control and
Management) Act, 1958 (as amended).

The DMO Act further provides that the Office shall have powers to:

a. Issue and manage Federal Government loans publicly issued in Nigeria upon such terms and
conditions as may be agreed between the Federal Government and the Office;

b. Issue, from time to time, guidelines for the smooth operation of the debt conversion
programmes of the Federal Government; and,

C. Do such other things, which in the opinion of the Board relate to the management of the external
debts of the Federal Government.
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DIRECTOR-GENERAL'S STATEMENT

t is my pleasure to present the Annual

Report and Statement of Accounts of the

Debt Management Office (DMO) for the
year ended December 31, 2013. The Report
covers the major activities and achievements of
the DMO, as well as an overview of the major
relevant economic and financial developments
in both the local and global operating
environments. The Audited Financial
Statements and Accounts of the Office for the
year, have, as is the practice, been presented in
the report.

The global economy remained on the recovery
path, albeit moderately, driven by growth in the
advanced economies, especially the United
States, Japan and a few European countries.
Rebound of exports in some emerging
economies has also supported recovery.
According to the International Monetary Fund
(IMF) in its January, 2014 edition of the World
Economic Outlook, global growth, which
strengthened during the second half of 2013 is
projected to increase from 3 percent in 2013 to
about 3.7 percent in 2014, and rising to 3.9
percent in 2015. Euro-area's recovery was
modest, and it is expected to remain slow and
fragile, as it gradually emerges from deep
financial crisis. China's economy weakened in
the early part of the year, but rebounded in the
second half of 2013 to 7.7 percent, due largely
to investment in real estate and rapid credit
expansion. However, policy measures aimed at
slowing credit growth and raising the cost of
capital is expected to moderate growth to about

7.5 percent in 2014,
Sub-Saharan African
economies recorded
a significant
improvement in
2013, aided by strong
domestic demand
and resource-based
investments. The
global inflation is projected to rise to 2.7 percent
in 2014, from 2.3 percent in 2013, due to
expected acceleration in economic activities. As
the global economy is yet to witness full
recovery, African economies, including Nigeria,
still need to sustain their various domestic
economic reforms aimed at broadening their

revenue bases by prioritizing measures to
promote sustainable export growth and to
diversify their export markets.

The Nigerian economy remained resilient in
2013, due to improved agricultural production,
on-going reforms in the key growth sectors of
the economy and stable macroeconomic
environment, The National Bureau of Statistics
(NBS) estimated the rebased nominal GDP at
N80.222 trillion (US$509.97 billion) in 2013,
and the real GDP growth rate (post-rebasing) at
7.41 percent. The result of the rebasing
exercise indicated that agriculture, industry,
services, and telecommunication and
information services sectors contributed about
21.97, 25.64, 51.89 and 8.69 percent of the
total nominal rebased GDP in 2013,
respectively. The IMF has also estimated a
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growth rate of 7.3 percent for Nigeria in 2014,
up from 6.4 percent in 2013, compared with the
projected growth rate of 6.1 percent for Sub-
Saharan Africa. The non-oil sector has
remained the major growth driver, accounting
for about 86 percent of the total nominal GDP
(post-rebasing) in 2013.

In recognition, of the robust performance of the
Nigerian economy over the years, the World
Bank reclassified Nigeria as a Lower-Middle-
Income country in 2013. This development was
as a result of the increase in the Nigeria's per
capita income from US$1,496 in 2011, to
US$1,565 in 2012. The implications of this
development include, moving Nigeria to a
'blend' country status from an IDA-only status
on the borrowing windows of the World Bank
Group, which would entail reduced access to
concessional sources of finance.

The year-on-year headline inflation rate stood
at 8.0 percent as at end-December, 2013, lower
than 12.0 percent recorded in the
corresponding period of 2012 and the West
African Monetary Zone (WAMZ) convergence
inflation threshold of 10.0 percent. In the first
half of the year, it oscillated between 8.4 and
9.0 percent before dropping to 7.8 percent at
the end of the third quarter. Inflation rate is
expected to experience further downward
pressure in 2014, owing to anticipated bumper
agricultural output, while threat of a fiscal
expansion in the run-up to the general election
in 2015, is expected to pose potential risks to
inflation.

2013 ANNUAL REPORT AND STATEMENY OF ACCOUNTS

Against the budget benchmark price of
US$79/barrel, the year-on-year average price of
Nigeria's crude oil in 2013 (year-on-year) was
US$107.67 per barrel compared to US$113.63
per barrel in 2012. The gross external reserves
stood at US$42.85 billion as at end-December,
2013, a decrease of US$0.98 billion or 2.2
percent compared with US$43.83 billion as at
end-December, 2012. The decrease in the
reserve level was mainly attributed to higher
capital outflows in the third and fourth quarters
of 2013, which led to increased funding of the
foreign exchange market by the CBN to stabilize
the exchange rate. The average exchange rate
of the Naira relative to United States dollar at
the Retail Dutch Auction System (RDAS)
segment of the foreign exchange market
opened at N157.33 per US dollar and closed at
N157.26, representing an appreciation of 0.04

percent.

The main thrusts of monetary policy in 2013
were price and financial sector stability. While
the Monetary Policy Rate (MPR) and Liquidity
Ratio remained unchanged at 12 and 30
percent, respectively, during the review period,
the Monetary Policy Committee (MPC) of the
CBN introduced 50 percent Cash Reserve Ratio
(CRR) on public sector deposits, at its meeting
of July, 2013. The average Inter-bank Call
Rates, NTBs rates and prime lending rates as at
end-December, 2013 were 10.75, 10.97 and
17.01 percent, compared with 11.88, 11.77 and
16.54 percent recorded in 2012, respectively.
According to the CBN, Broad money supply (M2)
contracted by 4.82 percent in December, 2013
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over the level recorded as at end-December,
2012, owing largely to decrease of 5.86 percent
in net foreign assets of the banking system.

The overall fiscal operations of the government
were anchored on the Medium-Term
Expenditure Framework (MTEF), 2013-2016.
The 2013 budget was based on a benchmark
crude oil price of US$79/barrel, while crude oil
production was set at 2.53 million per day. The
fiscal deficit for the year was projected at N912
billion or 1.9 percent of GDP, which is within the
West African Monetary Zone's (WAMZ) 4.0
percent target. The portion of fiscal deficit
appropriated for financing through domestic
borrowing was N577.07 billion and this was
raised through the issuance of FGN securities in
the domestic debt market. The amount
borrowed from the domestic market in 2013 to
partly fund the budget deficit was about 22.48
percent lower than the sum of N744.44 billion
appropriated in 2012 for the same purpose.

The Market Capitalization of the domestic bond
market, that is the total market value of bonds
traded in the year under review (excluding
AMCON Bonds), rose slightly by 0.52 percent,
from N5.82 trillion in 2012 to N5.85 trillion in
2013. The relative share of FGN Bonds declined
marginally from 85.34 percent in 2012 to 84.75
percent in 2013, while the share of State
Governments' issuance increased from 10.42
percent in 2012 to 11.52 percent in 2013. The
share of corporate bonds fell to 3.4 percent in
2013, from 4.2 percent in 2012, The domestic
bond market witnessed the issuance of
Nigeria's first Sukuk, which was issued by Osun

-
-
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State Government. In recognition of the growth
in the domestic debt market, a supra-national
entity, the International Finance Corporation
(IFC), (a member of the World Bank Group),
issued a 5-year Naira-denominated bond with a
face value of N12 billion (US$76 million) in
March, 2013, thereby setting a benchmark for
other prospective issuers.

The secondary market for FGN Bonds remained
active in 2013. The Number of Transactions
grew by 2.04 percent from 44,822 in 2012 to
45,735 in 2013, while the Face Value of Trades
was N7.859 trillion or about 7 percent higher
than the N7.345 trillion recorded in 2012. The
Total Consideration, that is the cumulative
monthly market value of the transactions in
2013, which was N8.914 trillion, was 25.64
percent higher than the corresponding figure of
N7.095 trillion in 2012. In the same vein, the
FGN Bonds recorded oversubscription in most
of the issuances in 2013, demonstrating
continuous growth in the size of the domestic
bond market. The international recognitions of
the domestic bond market through the inclusion
of selected FGN Bonds in the JP Morgan's
Government Bond Index-Emerging
Markets (GBI-EM) in October, 2012, and that
of Barclays Capital's Emerging
Markets—Local Currency Bond Index (EM-
LCBI) in March, 2013, contributed to the
increase in market activities recorded in 2013.
The equities segment of the capital market also
witnessed significant improvements in market
activities as market capitalization and NSE All-
Share Index of quoted equities, closed at N13,
226.00 billion and 41,329.19 in 2013 compared
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with N8, 974.00 billion and 28,078.81 in 2012,
respectively.

The nominal value of total public debt
outstanding as at the end-December, 2013
(external debt of FGN and States and
securitized domestic debt of the Federal
Government) was US$54,544.31 million. The
debt stock increased by US$6,048.07 million or
12.47 percent over the sum of US$48,496.24
million recorded at the end of 2012. The
increase arose from both the extermal and
domestic components of the total debt stock.
The external debt component increased to
US$8,821 million in 2013, from US$6,527.07
million in 2012. The increment was largely on
account of additional disbursements on
existing loans and Eurobonds Issuance of US$1
billion in July, 2013. The increase of the
domestic debt stock from US$41,696.16 million
in 2012 to US$45,722.41 million in 2013 was
attributable to increase in the net issuances of
domestic debt instruments to finance the 2013
appropriated budget deficit. Based on the 2013
rebased GDP estimates of WN80.222 trillion
(US$509.97 billion), the ratio of Public Debt-to-
GDP dropped significantly from 22.84 percent
(pre-rebasing) to 12.65 percent (post-
rebasing), thus, creating an illusion of an
expanded borrowing space for the country.
However, given that an improvement in the
GDP does not automatically translate to
enhanced capacity to service the debt, it would
be imperative to establish applicable thresholds
that reflect the country's current realities.

The DMO conducted the annual National Debt

-
-
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Sustainability Analysis (DSA) workshop, in
conjunction with other stakeholders in 2013, to
update the 2012 DSA, set new borrowing limits
for government, advice on funding options and
provide inputs into the Medium-Term
Expenditure Framework. The result of the DSA
shows that the country has remained at a low
risk of debt distress, considering all the debt
burden indicators. The projected debt-to-GDP
ratio under the baseline, using the total public
debt of the Federal and State Governments,
was 22.4 percent in 2013, compared to global
threshold of 56 percent, for countries in
Nigeria's peer group. The DMO also
commenced the review of the Medium-Term
Debt Strategy (MTDS), 2012-2015, in 2013.

At the sub-national front, following the
conclusion of the Domestic Debt Data
Reconstruction (DDR) exercise for all the States
in the Federation and the Federal Capital
Territory (FCT) in 2012, the total domestic debt
of the States and FCT, increased by about 25
percent (N318 billion) from the 2011 baseline
figure of N1.233 trillion to N1.551 trillion in
2012. The DMO, in January 2013 flagged off
another round of training programme for the
States' debt managers, part of which included
organizing training workshops on Sub-National
Debt Sustainability Analysis (DSA) for States'
Debt Management Departments (DMDs) to
strengthen their capacity for effective and
efficient debt recording, reporting and analysis
of debt portfolio at the sub-national level. As
part of the initiatives to institute a culture of
quarterly submission of domestic stock and
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debt service reports by the DMDs to the DMO,
the Office designed and circulated to all States,
user-friendly, MS-Excel driven template for the
submission of debt data on a quarterly basis.

The year 2013 marked the beginning of the
implementation of the Second Strategic Plan,
2013-2017, and the National Debt
Management Framework, 2013-2017, both of
which have helped to guide the operations of
the DMO in the discharge of its core mandate.
During the year, the DMO recorded landmark
achievements, notable among these, was the
conferment of the EMEA Finance 2013 best
Sovereign Bond in Africa award for the US$1
billion Eurobonds issued by Nigeria in July 2013.
It would be recalled that on July 2, 2013, Nigeria
successfully priced two Eurobonds in tenors of 5
and 10 years, each for US$500 million and
recorded total subscription of US$3,995 million
(4 times). The EMEA Finance award emerged
out of a total of five (5) sovereign Eurobonds
issued by African countries in 2013.

In conclusion, I would like to express my
appreciation to: the Chairman of our
Supervisory Board, His Excellency, Arc.
Mohammed Namadi Sambo, GCON, the Vice-
President of the Federal Republic of Nigeria; the
Vice Chairman, Dr. (Mrs.) Ngozi Okonjo-Iweala,
CFR, the Coordinating Minister for the Economy
and Honourable Minister of Finance; as well as,
all the other distinguished members of the
Board for their immense support and guidance
during the year. I wish to express my sincere
gratitude to all our other stakeholders, including
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the Federal Ministry of Finance, Central Bank of
Nigeria, National Planning Commission, Budget
Office of the Federation, National Bureau of
Statistics, Office of the Accountant-General of
the Federation, and the West African Institute
for Financial and Economic Management. My
special appreciation is due to the UK
Department for International Development
(DFID) for providing development assistance in
the last fourteen (14) years, which was formally
concluded in 2013. The Management and Staff
of the DMO deserve my sincere thanks for their
commitment and hard work that led to the
achievementsin 2013.

Abraham Nwankwo
Director-General
June 16, 2014
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CHAPTER ONE
THE ECONOMIC ENVIRONMENT

growth in the advanced economies, and a rebound of exports in some emerging

economies. Euro-area’s, economic recovery was modest, although sluggish and fragile,
following deep financial crisis. Developing and emerging economies experienced slight drop in
output growth, while Sub-Saharan Africa economies recorded significant improvements in 2013,
supported by strong domestic demand and resource-based investments. The Nigerian economy
has remained resilient, owing to improved agricultural production, sustained on-going reforms in
the key growth sectors of the economy and stable macroeconomic environment.

The global economy continued in its recovery path in 2013, albeit moderately, driven by

1.1 TheGlobal Economy
The global economy continued in its recovery path in 2013, albeit at a modest pace, as a result of growth

in the advanced economies, especially in the United States, Japan and a few European countries and
rebound of exports in some emerging economies. The International Monetary Fund (IMF)'s World
Economic Outlook (January, 2014) indicated that global growth rate is projected to increase from 3
percent in 2013 to about 3.7 percent in 2014, and rising to 3.9 percent in 2015. In the same vein, data
from the United Nations Department for Economic and Social Affairs' (UNDESA) has projected 3 percent
growth rate for 2014.

United States' economy recorded a slower growth rate of 1.9 percent in 2013, from a higher rate of 2.8
percent in 2012, owing to adverse effects of temporary government shut down and political crisis
surrounding the extension of debt limit in October, 2013. The labour market has become resilient with
acceleration in the pace of job creation and there was improvement of consumer sentiments in the
fourth quarter of 2013,economic activity is expected to grow by 2.8 percent in 2014, Japan's economy
grew from 1.4 percent in 2012 to 1.7 percent in 2013, accentuated by fiscal stimulus and structural
reforms. However, growth is expected to remain relatively stable in 2014. United Kingdom experienced
robust economic growth, as real GDP increased from 0.3 percent in 2012 to 1.7 percent in 2013, driven
by domestic demand.

Euro-area's recovery was modest and it is expected to remain sluggish and fragile, as it gradually
emerges from deep financial crisis. The financial market conditions improved in 2013, due to enhanced
macroeconomic and sustained low interest rate environment, however, impediments to growth, though
slowly receding, include high debt, financial fragmentation, uncertainty and difficult internal and
external adjustments through structural reform. The GDP growth was -0.4 percent in 2013, and growth
rate is projected to 1.0 and 1.4 percentin 2014 and 2015, respectively.

Emerging market and developing economies' output growth rate declined to 4.7 percent in 2013, from
4.9 percent in 2012, as a result of weaker domestic demand reflecting tighter financial condition, and
political uncertainty. China witnessed weakening of economy in the early part of the year, but higher
growth rebounded in the second half of 2013 to 7.7 percent, driven largely by investment in real estate
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and rapid credit expansion. However, policy measures aimed at slowing credit growth and raising the
cost of capital is expected to moderate growth to about 7.5 percent in 2014. In Middle East and North
Africa (MENA), Latin America and the Caribbean, growth decelerated to 2.4 and 2.6 percent in 2013,
compared with 4.1 and 3.0 percent in 2012, respectively. There were signs of weaknesses in Russia, as
growth rate declined to 1.5 percent in 2013 compared with 3.4 percent in 2012. Central and Eastern
Europe witnessed growth as output grew from 1.4 percent in 2012 to 2.5 percent in 2013, and growth is
projected at 2.8 and 3.1 percent in 2014 and 2015, respectively.

Sub-Saharan Africa economies recorded a significant improvement in 2013, supported by strong
domestic demand and resource-based investments. The real GDP for the region grew by 5.1 percent,
compared to 4.9 percent in 2012, except South Africa, which declined to 1.8 percent, from 2.5 percentin
2012. Foreign Direct Investment (FDI) has continued to flow into the region, but poverty and
unemployment have remained high in many countries. The main risks to the region include decline in
portfolio inflows, adverse weather conditions, political instability, and security problems in some parts of
the region.

The global inflation is projected to rise to 2.7 percent in 2014, from 2.3 percent in 2013, due to expected
acceleration in global economic activities. Inflation rates in most advanced economies remained below
2.0 percent, while in emerging market and developing economies, inflation marginally increased from
6.0 percentin 2012 to 6.1 percent, in 2013.

1.2 The Nigerian Economy and Policy Environmentin 2013

1.2.1 Outputand Prices
The Nigerian economy remained resilient in 2013, as a result of improved agricultural production, on-

going reforms in the key growth sectors of the economy and stable macroeconomic environment. The
National Bureau of Statistics (NBS) has estimated the rebased nominal GDP at N80.222 trillion
(US$509.97 billion)in 2013, while the real GDP growth rate (post-rebasing) is estimated at 7.41 percent.
The non-oil sector continued to be the main driver of growth accounting for about 86 percent of the total
rebased nominal GDP in 2013. Also, the NBS's data revealed new major sectors of the economy in 2013
in terms of their contributions to the rebased GDP, which include, Services (51.89 percent), Industry
(25.64 percent), and Agriculture (21.97 percent), Telecommunication and Information Services (8.69
percent). The contribution of oil GDP, which comprised Crude Petroleum and Natural Gas, declined from
15.89in 2012 to 14.40 percent in 2013 due to supply disruption, which hampered crude oil production.
The IMF has also estimated a growth rate of 7.3 percent for Nigeria in 2014, up from 6.4 percentin 2013,
compared with the projected growth rate of 6.1 percent for Sub-Saharan Africa. On a quarterly basis,
the real GDP pre-rebasing grew by 6.56, 6.18 and 6.81 percent in Q1,Q2 and Q3 in 2013, compared to
6.34,6.39 and 6.48 percent for corresponding quarters of 2012.

In recognition, of the robust performance of the Nigerian economy over the years, the World Bank
reclassified Nigeria as a Lower-Middle-Income country in 2013. This development was due to the
growth of Nigeria's per capita from US$1,496 in 2011, to US$1,565 in 2012. The implications of this
development include, moving Nigeria to a ‘blend’ country status from an IDA-only status for borrowings
from the World Bank, which means reduced access to concessional sources of finance, Figure 1.1 shows
the growth rate of the Nigerian economy in 2013.
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Figure 1.1: Growth Rate of the Nigerian Economy (Quarterly)

Source: National Bureau of Statistics (NBS); *Q4 is a projection

Inflation rates moderated in 2013,largely due to the fiscal consolidation programme, tight monetary
policies and relatively stable exchange rate regime. The year-on-year headline inflation rate stood at 8.0
percent as at end-December, 2013, lower than 12.0 percent recorded in the corresponding period of
2012 and WAMZ convergence inflation rate threshold of 10.0 percent. In the first half of the year, it
oscillated between 8.4 and 9.0 percent before dropping to 7.8 percent as at the end of the third quarter.
Inflation rate is expected to experience further decline in 2014 owing to anticipated bumper agricultural
output, however, threat of fiscal expansion in the run-up to the general election in 2015, is expected to
pose potential risks to inflation. Figure 1.2 shows the trends of the Consumer Price Index and Core
Inflation in 2013.

Figure 1.2: The Consumer Price Index and Core Inflation in 2013

Source: NBS

1.2.2 Monetary, Credit and Financial Market Development
Broad money supply(M2) contracted by 4.82 percent in December, 2013 over the level at end-

December, 2012, owing largely to decrease of 5.86 percent in net foreign assets of the banking system.
While the Monetary Policy Rate (MPR) and Liquidity Ratio remained unchanged at 12 and 30 percent,
respectively, during the review period, the Monetary Policy Committee (MPC) of the CBN introduced 50
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percent Cash Reserve Ratio (CRR) on public sector deposits, at its meeting of July, 2013. The average
Inter-bank Call Rates, NTBs rates and prime lending rates as at end-December, 2013 were 10.75, 10.97
and 17.01 percent, compared with 10.58, 13.38 and 18.01 percent recorded in 2012, respectively.

External Sector Development
The gross external reserves stood at US$42.85 billion as at end-December, 2013 representing a

decrease of US$0.98 billion or 2.2 percent compared with US$43.83 billion as at end-December, 2012.
The decrease in reserves level was mainly attributed to deceleration in portfolio and FDI flows in the
fourth quarter of 2013, which led to increased funding of the foreign exchange market by the CBN to
stabilize the exchange rate. The average exchange rate of the Naira relative to the United States Dollar
at Retail Dutch Auction System segment of the foreign exchange market opened at N157.33 per US
dollar and closed at N157.26 per US dollar, representing an appreciation of 0.04 percent. Similarly, at the
Inter-bank and BDC segments, the Naira depreciated by 2.34 and 7.84 percent from their respective
levels of NH156.25 and N159.50 per US dollar in the corresponding quarter of 2012 to &159.90 and N172
per US dollar in 2013, respectively.

Table 1: Macroeconomic Indicators

Real GDP Growth Rate 8.95 7.98 7.36 3 7.41
CPI Inflation (end-period) 15.1 13.9 11.8 10.3 12.0 8.0
Budget Deficit as % of GDP -0.2 -3.27 -3.25 -2.96 -2.56 -1.9
Overall Fiscal Balance as %
GDP 0.81 -6.31 -4.35 0.13 1.2 -5.1
External Reserves (US$'bn) 53 42.38 32.34 54.26 43.83 42.85
9,535.80 | 7,030.80 | 9,918.20 |10,275.30 | 14,800.90 |19,080.00
Market Capitalization (N'bn)

Sources: NPC, NBS, BoF, CBN, SEC

1.2.3 Fiscal Development
The overall fiscal operations of the government were anchored on Medium-Term Expenditure

Framework, 2013-2015. The 2013 budget was based on benchmark crude oil price of US$79/barrel,
while crude oil production was set at 2.53 million barrels per day. The fiscal deficit for the year was
projected at N912 billion or 1.9 percent of GDP, which is within the West African Monetary Zone's
(WAMZ) 4.0 percent target. The portion of fiscal deficit appropriated for financing through domestic
borrowing was M577.07 billion and this was raised through the issuance of FGN securities in the
domestic capital market. The amount borrowed from the domestic market in 2013 to partly fund the
budget deficit was about 22.48 percent lower than the sum of N744.44 billion appropriated in 2012 for

the same purpose.

1.2.4 StockMarket
The capital market witnessed significant improvements in 2013, as the All-Share Index (ASI) increased

by 47.2 percent from 28,078.81 points at end-December, 2012 to 41,329.19 points as at end -
December, 2013, Market Capitalization (MC) also recorded an increase by 47.4 percent from N8.97
trillion to N13.23 trillion during the same period. The development was attributed to improved earnings
and investors’ confidence in macro economic management, as well as, substantial portfolio inflows.
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1.2.4.1 Developmentsin the Domestic Bond Market
The size of the Domestic Bond Market in terms of Face Value of Bonds outstanding as at December 31,

2013 was N4,981.88 billion which represents an increase of N200.40 billion or 4.19 percent over the
figure as at December 31, 2012. The increase was from FGN Bonds —N141.56 billion, State Government
Bonds —N75.9 billion and Supranationals N12 billion. The size of the Corporate segment decreased by
#N29.06 billion due to redemptions and conversions to shares.

In the primary market, six (6) State Governments accessed the market for a total of N125.9 billion while
three (3) Corporates issued Bonds with a total Face Value of 810.58 billion. Major developments in the
primary market were: the Issuance of a Sukuk by a State Government (Osun State — N11.4 billion) and
the issuance of a bond in the domestic market by a Supranational (International Finance Corporation —
N12 billion) for the first time.

Other significant developments in the bond market in 2013 were: the introduction by the Financial
Markets Dealers Association of an electronic platform for trading fixed income securities and foreign
exchange known as the Financial Markets Dealers Quotation OTC (FMDQ OTC) and the introduction by
the Central Bank of Nigeria of a platform for Auctions and Settlement of fixed income securities —
Scripless Securities Settlement System (S4).
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APPRAISAL OF DEBT MANAGEMENT STRATEGY

accessing funds mainly from the concessional windows, while ensuring that borrowing

from other external sources are undertaken on competitive terms. As at end-December,
2013, concessional debt accounted for 80.93 percent of the total external debt stock, while the loans
obtained from non-concessional window constituted 19.07 percent. Similarly, the domestic debt
management strategy is to further deepen the government securities market in order to ensure that
it remains a reliable source of funding to the government, as well as create a benchmark for future
borrowing by other economic agents in the country. In 2013, IFC issued a 5-year Naira denominated
bond with a face value of N12 billion (USS76 'million), while Six (6) States, namely: Ekiti, Kogi, Lagos,
Nassarawa, Niger and Osun raised o total of #125.90 billion from the domestic bond market,
including W11.40 billion sukuk by Osun State.

q s in the previous years, the external debt management strategy has continued to focus on

2.1 Introduction
The National Debt Management Framework (NDMF), 2013-2017, and the DMO's Strategic Plan (2013-

2017), clearly capture the primary objectives of public debt management as, to efficiently meet
government’s financing needs; minimize borrowing costs and risks for the government, support the
development of the domestic debt market, and ensure long-term sustainability of the public debt
portfolio. To achieve these objectives, a Medium-Term Debt Management Strategy (MTDS), 2012-2015,
was adopted during the course of the financial year 2013, aimed at creating an appropriate borrowing
strategy that meets government financing needs at the lowest cost, consistent with prudent degree of
risk. Also, to achieve an optimal debt portfolio mix of 60:40 for the domestic and external debt,
respectively and to attain a 75:25 ratio for long and short-term in the domestic debt portfolio.

In line with sound practices in debt management, an appraisal of the debt management strategy was
carried out, based on the Debt Management Performance Assessment (DeMPA) indicators. The
appraisal was aimed at ascertaining the extent to which the DMQO's debt management activities
conformed to its medium-term debt management strategy.

2.2 External Debt Management Strategy
The broad objective of Nigeria's external debt management strategy is to use concessional borrowing to

finance development. Within this broad context, the strategy was expanded to include borrowing from
the International Capital Market in order to diversify the government's funding sources, reduce debt
service cost and create opportunities for other economic agents to access external financing from the
ICM. Given that, Nigeria was reclassified in 2013 from IDA-only to Lower-Middie-Income country, which
implies that, in addition to IDA loans, it can now access the commercial windows of the multilateral
lenders, Nigeria's commercial borrowing may increase over time.

2.2.1 Concessional Borrowing
Government sustained its external borrowing policy of using concessional window to funds external

(6]
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borrowing requirements. As at end-December, 2013, the total concessional loans contracted from
multilateral and bilateral institutions by Nigeria amounted to US$0.275 billion representing 71.13
percent of the total external debt portfolio, while the balance of US$0.521 billion or 17.24 percent
constituted non-concessional bilateral and commercial loans.

2.2.2 Issuance of Eurobonds
Nigeria successfully priced a dual tranche US$1 billion Eurobond in the ICM on July 2013. Details of the

Eurobonds are: 5-year US$500 million due 2018 at a Coupon of 5.125 percent and 10-year US$500
million due 2023 at a Coupon of 6.375 percent. These two (2) Eurobonds brought the total Eurobonds
issued by Nigeria in the ICM to three (3) as at December 2013, thus, creating three (3) benchmark Yields
(five, seven and ten years) in the ICM against which other Nigerian entities who seek to raise capital in
the ICM can be priced. Nigeria's first Eurobond in the ICM was a ten (10) year Bond issued in January
2011 at a Coupon of 6.75 percent.

The US$1 billion dual tranche Eurobond which was issued at a time of uncertainty and volatility in the
international financial markets attracted a total subscription of US$4 billion (four (4) times the offer
amount) from diverse investors across the globe. The Eurobond was awarded the EMEA Finance 2013
best Sovereign Eurobond in Africa in February, 2014 due to the huge subscription it attracted at a time
when the international financial markets were very volatile.

2.3 DomesticDebt Management Strategy
The domestic debt management strategy seeks to further deepen the government securities market to

enhance its liquidity, while also encouraging the development of a robust domestic bond market that
provides access to long term capital for other borrowers and investment opportunities to domestic and
foreign investors.

2.3.1 Issuance Activity
The DMO's FGN Bonds Issuance activities as in previous years, were aimed at extending the average

tenor of the Domestic Debt Stock, increasing the volumes of benchmark bonds to support trading and
meeting the portfolio needs of its major investor groups. Consequently, the DMO re-opened Benchmark
Bonds in tenors of three (3) to twenty (20) years except in August 2013 when a new 3-year Benchmark
Bond was introduced. The Face Value of FGN Bonds issued in 2013 was N1,044.54 billion, which was an
increase of 5 percent over the N994.85 billion issued in 2012,

2.4 FGNBond Market Development
In the first half of 2013, ten (10) FGN Bonds were included in the Barclays Capital's Emerging Markets

Local Currency Bond Index (EM-LCBI). Also, two (2) FGN Bonds were added to the J.P. Morgan's
Emerging Markets Government Bond Index (EM-GBI) which brought to five (5), the number of FGN
Bonds included in the EM-GBI. Three (3) FGN Bonds had been included in the EM-GBI on October 1,
2012,

2.5 Sub-National Debt Management Strategy and Development
In 2013, the DMO sustained the building of initiatives for the effective debt management at the sub-

national level. Aside the regular updates of the States' domestic debt data, it conducted special training
for nine (9) States and the FCT to further strengthen the technical capacity and reinforced the skills of
the staff of the Debt Management Departments (DMDs). In addition, two (2) workshops for top policy
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makers in the thirty-six (36) States and the FCT were conducted to reinforce mutual and cordial

relationship between them and the DMDs for effective management of the States' debts, and prompt
reporting of debt data.
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otal public debt outstanding increased by 12.47 percent from US548,496.24 million in 2012,
to USS54,544.31 million in 2013. This was largely attributed to additional borrowing from
both external and domestic sources. The increase in external debt was on account of

additional disbursements of existing loans and issuance of Eurobonds in the ICM. The stock of
external debt continued to be in the long-term category. The increase in the domestic debt portfolio
was due to the part funding of 2013 appropriated budget deficit and the refinancing of maturing
obligations.

3.1 Total Public Debt Outstanding
Nigeria's total public debt (external and securitized domestic debt of the Federal Government)

outstanding stood at US$54,544.31 million as at end-December, 2013, compared with US$48,496.24
million in 2012. The increase, which was US$6,048.07 million or 12.47 percent over the 2012 figure,
arose from additional borrowing from both external and domestic debt sources.

The increase of US$2,294.83 million in the external debt outstanding in 2013, compared to that of the
preceding year was primarily on account of additional disbursements on existing/new loans and the
issuance of US$1 billion Eurobond in the International Capital Market, as well as, exchange rate
fluctuations, during the year. On the domestic front, the increase of US$4,026.25 million is explained by
net issuances of domestic debt instruments, which were used to finance the 2013 appropriated budget
deficit and refinancing of maturing obligations (Table 3.1).

Table 3.1: Total Public Debt Outstanding, 2009-2013 (US$' Million)
T 2009 | 2010 | 2011 | 2012 | 2013

"3,947.30 6,527.0

% share of total)
(% share (15.29) (13.05) (13.64) (13.46) (16.17)
Domestic Debt Stock 21,870.12 30,514.33 35,882.86 41,696.16 45,722.41

Official CBN Exchange Rate of N155.70/US$1 as at 31/12/13 was used for 2013 figure

Figure 3.1 shows a five- year (2009-2013) trend of the total public debt stock, depicting that the share of
the domestic debt stock has continued to dominate that of the external debt stock since 2009.
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Figure 3.1: Trends in Total Public Debt Outstanding, 2009 - 2013 (US$'Million)

3.1.1 Total Public Debt Outstanding by Original Maturity
As at end-December, 2013, Nigeria's total public debt stock by original maturity showed that long-term

debts have continually dominated the external debt profile, since the exit from the Paris and London
Club debts in 2005/2006 (Table 3.2 and Figure 3.2). Similarly, the domestic debt portfolio in the last five
years has constituted a higher proportion of long-term debt instruments, and stood at US$29,142.12

million or 53.43 percent as at end-December, 2013.

Short - term?

0.00

0.00

0.00

Table 3.2: Total Public Outstanding by Original Maturity, 2009-2013 (US$' Million)

0.00

0.00

(84.71)

(86.36)

1 Official CBN Exchange Rate of #155.70/US$1 as at 31/12/2013 was used for 2013 figures
2 Short-term external debt is debt with less than 1 year original maturity
3 Short-term domestic debt consist of 91, 182 and 364 days Treasury Bills. Long-term domestic debt consists of Treasury

Bonds and FGN Bonds of 3 or more years

(86.54)

External Long-term 394730 | 457877 | 5666.58 | 6,527.07 8,821.9
Debt | (o5 of share total) | (15.29) (13.05) (13.64) (13.46) (16.17)
Stock Sub-Total 3,947.30 | 4,578.77 | 5,666.58 | 6,527.07 | 8,821.90

Short-term? 5,403 8,561.38 | 11,026.89 | 13,628.6 | 16,580.29
(% of share total) | (20.93) (24.39) (26.54) (28.10) (30.40)

Domestic Long-term 16,467.12 | 21,952.95 | 24,855.97 | 28,340.56 | 29,142.12
Debt | (g4 of share total) | (63.78) (62.56) (59.82) (58.44) (53.43)
Pk Sub-Total 21,870.12 | 30,514.33 | 35,882.86 | 41,969.16 | 45,722.41

(% of share total) (86.95) (83.83)
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Figure 3.2: Total Public Debt Outstanding by Original Maturity
as at end-December, 2013

3.2 Total Public Debt Service
Total debt service increased from US$4,918.72 million in 2012, to US$5,397.51 million as at end-

December, 2013, representing about 9.73 percent of the total debt stock (Table 3.3). The increase
(US$4.78 million) in the amount of debt service in the year under review was mainly due to increase in
stock as a result of additional issuances of new FGN securities. The shares of the external and domestic
debt service in 2013, as a percentage of the total public debt service were 5.51 and 94.49 percent,
compared to 5.96 and 94.04 percent recorded in 2012, respectively.

Table 3.3: Total Public Debt Service, 2009-2013 (US$' Million)

External Debt 428.04 354.42 351.62 293.00 297.32
(% share of (18.33) (13.00) (9.30) (5.96) (5.51)
Total) ' '

Domestic Debt |  1,907.45 237398 | 3,429.42 4,625.72 5,100.19
% share of total

Official CBN Exchange Rate of N155.70/US$1 as at 31/12/2013, was used for 2013
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Figure 3.3: Total Debt Service as at end-December, 2013

Figure 3.4 shows that external debt service has maintained a downward trend since 2009, while there
was upward movement in domestic debt service for the same period. The decline in external debt
service reflected largely the country's adherence to the debt management strategy of borrowing mainly
from concessional sources of funding with long amortization periods, and full repayments of some
existing loans, while the rising domestic debt service indicated active use of domestic debt market to
meet the large chunk of the Federal Government's borrowing requirements.

Figure 3.4: Trends in Total Debt Service, 2009-2013
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2013, The composition reflected that a higher proportion of external debt was owed to the
Offcil Creditors and saurced ot concessonal rates. The funds were largely utiized o

finance development of projects and programmes in various sectors of the economy. The

outstanding non-concessional loans were sourced from bilateral and private creditors. The stock of

external debt by remaining maturity was in the long-term category. The increase in the net inflow of

resources was largely on account of additional disbursements from multilateral and bilateral

ngerla's-extemal debt outstanding amounted to US$8,821.90 million as at end-December,

4.1 External Debt Stock

Nigeria's external debt stock outstanding stood at US$8,821.90 million as at end-December, 2013
(Table 4.1). This showed an increase of US$2,294.83 or 35.16 percent from US$6,527.07 recorded in
2012. The increase was mainly due to additional disbursements from existing/new loans, net adverse
cross exchange rate movements between the different currencies in the external loan portfolio, as well
as, the issuance of US$1 billion Eurobonds in the International Capital Market. Nigeria's external debt
stock has witnessed an upward trend over the five-year period ending 2013, indicating a gradual
increase, with the highest annual increment of 35.16 percent occurring in 2013 (Figure 4.1).

4.1.1 Official Creditors

Table 4.2 shows that the Nigeria's external debt stock was dominated by debts owed to the Official
Creditors, which accounted for US$7,300.90 million or 82.76 percent, while US$1,521.00 was owed to
Private Creditors as at end-December, 2013. The Official Creditors consist of Multilateral and Bilateral
Creditors, which constituted of 71.13 and 11.63 percent of total Official Creditors, respectively.

Figure 4.1: Trends in External Debt Stock, 2009-2013 (US$' Million)
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Table 4.1: External Debt Stock by Source as at end-December, 2013 (US$' Million)

Multilateral — WB Group

IDA 5,329.50 0 0] 5,329.50

IFAD 92.20 0 0 92.20

ADB Group

- ADB 161.10 0 0 161.10

- ADF 571.40 0 0 571.40

Other Multilaterals

ABEDA 3.30 0 0 3.30

EDF 103.20 0 0 103.20

1DB 14.50 0 0 14.50

SUB-TOTAL 6,275.20 0 0| 6,275.20 71.13%
Bilateral

Exim Bank of China 966.70 0 0 966.70

French Development Agency

(AFD) 59.00 59.00

SUB-TOTAL 1,025.70 0 0| 1,025.70 11.63%
Commercial

ZTE 11.80 11.80

CMEC 9.2 0 0 9.2

- EURO-BONDS 1500.00 0 0 1500.00

SUB-TOTAL 1,521.00 | 0.00 0.00 1,521.00 17.24%
GRAND TOTAL 8,821.90 0 0| 8,821.90 | 100.00%

Based on official CBN exchange rate of N155.70/US$1as at 31/12/2013

4.1.2 Bilateral
The bilateral creditors comprised China and France, whose loans were contracted on semi-concessional

terms. The stock of bilateral debts from the bilateral creditors increased from US$703.03 million in 2012
to US$1,025.70 million in 2013.

4.1.3 Multilateral

As at end-December, 2013, the multilateral loans constituted the highest proportion of the external debt
portfolio accounting for US$6,275.20 million or 71.13 percent (Table 4.2). The trend analysis of the
external debt stock between 2009 and 2013 showed that the share of multilateral debt decreased
marginally from 80.70 percent in 2012 to 71.13 percent in 2013, due to redemption of maturing loans
and sourcing of semi-concessional funds from the bilateral window.
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4.1.4 Commercial
The commercial (non-concessional) loans as at end-December, 2013, were China loans, amounting to

US$21.00 million, that were obtained from ZTE and CMEC, and US$1 billion dual-tranche Eurobonds of
US$500 million 5-year Bond and US$500 million 10-year Bond issued at coupons of 5.125 percent and
6.375 percent p.a., respectively in July, 2013. The share of Commercial debts declined from 11.36
percent in 2011 to 8.53 percent in 2012, owing largely to principal repayments, but witnessed an
upward trend to 17.24 percent in 2013, following the issuance of the US$1 billion Eurobonds (Table 4.2).

4.2

Table 4.2: External Debt Outstanding by Source, 2009-2013 (US$' Million)

A. Official:
1. Bilateral
Non-Paris Club 181.6 163.2 453.83 703.03 1,025.70
2. Multilateral 3,504.51 4,217.76 | 4,568.92 5,267.42 6,275.20
Sub-Total 3,686.11 | 4,380.96 | 5,022.75 | 5,970.45 7,300.90
B. Private:
1. Eurobonds 0 0 500 500 1,500.00
2. Other 261.19 197.81 143.82 56.63
Commercial 21
Sub-Total | 261.19 197.81 643.82 556.63 1,521.00
Grand Total 3,947.30 | 4,578.77 | 5,666.57 | 6,527.07 8,821.90
Creditor Category as % of Total
A. Official:
1. Bilateral
Non-Paris Club 4.6 3.56 8.01 10.77 11.63
2. Multilateral 88.78 92.12 80.63 80.7 71.13
Sub-Total 93.38 95.68 88.64 91.47 82.76
B. Commercial:
1. Eurobonds 0 0 8.82 7.66 17.00
2. Other 6.62 4.32 2.54 0.87
Commercials 0.24
Sub-Ti ] 6.62 4.32 11.36 8.53 17.24

Currency Composition of External Debt

Based on Official CBN exchange rate of US$1/M155.70 as at 31/12/2013

Table 4.3 and Figure 4.2 show the external debt stock by currency composition as at December 31,
2013. It depicts that Special Drawing Rights (SDR) had the largest share in the portfolio, constituting
61.40 percent of external debt stock. This was followed by the US Dollars with 34.89 percent of the total,
the Euro with 3.05 percent and other currencies (Japanese Yen, GBP, IDB Units and Swiss Francs)
accounted for the balance of 0.65 percent. The dominance of SDR in the currency composition reduced
the exchange rate vulnerability of the debt portfolio, as only 38.59 percent of the portfolio was held in
other currencies.

. m .
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Table 4.3: External Debt Stock by Currency Composition

as at end-December, 2013 (US$ "Million)

4 S,’;f‘f)"’“ 666832513 | 17473 | 1,165.142,446.48 15570 | 7.483252.71 0.08%
2| EUR 195,171,466.04 214,41 | 41,847,592,304.71 15570 | 268.770,663.49 3.05%
3| GBP 8,933,856.38 257,48 | 2,300,299,167.96 155.70 | 14,773918.87 0.17%
IDB UNITS OF 9,479,577.81 238,86 | 2,264,291,956.00 156.70 | 14,542,658.68 0.16%
4 | ACCOUNT
5 | YEN (000) 2,265,481.04 1,483.4 | 3,360,614,574.74 155.70 | 21,583,908.64 0.24% |
6 | USDOLLARS | 3,078,070,311.77 155.70 |478,255,547 542,59 155,70 |3,078,070,311.77 34.89%
SDR (Special
7 | Drawing 3,517,550,466.66 239.76 | 843,376,342,007.52 156.70 |5.416,675,285.85 61.40%
Rights)
Total 1,373,569,830,000 8,821,900,000 100.00%

Based on Official CBN exchange rate of US$1/N155.70 as at 31/12/2013
Note: SDR is a virtual currency, disbursements and repayments could be in GBP, EUR, JPK and USD

Figure 4.2: External Debt Stock by Currency Composition
as at end-December, 2013 (US$' Million)

! EUR GEP 108 UNITS OF
CHF (Swiss Francs) 0% 0.17%. ~ ACCOUNT
" 008% 0.16%

4.3 External Debt by Original and Remaining Maturities
Table 4.4 shows external debt outstanding by remaining maturity. It indicates that the bulk of external

debt, which constituted about 99.63 percent had remaining maturity of more than three years as at end
of 2013. The remaining 0.37 percent was due to mature within one year.

4.4 Sectoral Allocation of External Debt
Table 4.5 shows the uses of external debt by various sectors of the economy, indicating that large chunk

of Nigeria's external debt was utilized to support infrastructure and human capital development in areas
such as, telecoms, water, energy (electricity and gas), transportation (rail, road and air), housing,
education, health, social welfare and agriculture. The sectoral allocations were in line with the
developmental objectives and priorities of the government.

(17




Sl Y R e b e
Table 4.4: External Debt Outstanding by Remaining Maturity
as at end-December, 2013 (US$' Million)
Short Term Medium Term Long Term
Source (0-1 yr) (>1-3 yrs) (Over 3 years)
1. Multilateral 11.91 0 6,263.39
IDA 1.20 0 5,329.50
IFAD 0 0 92.20
ADB 10.71 0 161.10
ADF 0 0 571.40
ABEDA 0 0 3.30
IDB 0 0 14.50
EDF 0 0 103.20
2. Bilateral 0 0 1,025.70
Exim Bank of China 0 0 966.70
French Development Agency 0 0 59.00
3. Commercial 20.94 0 0
ZTE 11.75 0 0
CMEC 9.19 0 0
Eurobonds 0 0 1,500.00
Total 32.85 0 8,789.05
Grand-Total 8,821.90
Table 4.5: Sectoral Allocation of External Debt in 2013 (US$' Million)
Amount Outstanding % of Total
Economic Sector (USD’ Million)
Agriculture 832.50 9.44%
Air Transport 34.27 0.39%
Education & Training 575.07 6.52%
Energy-Electricity 1,516.21 17.19%
Environment 352.79 4.00%
Rail Transport 477.16 5.41%
Road Transport 743.41 8.43%
Health & Social Welfare 1,029.60 11.67%
Housing & Urban Develop. 130.58 1.48%
Water Supply 509.59 5.78%
Policy Support (Monetary) 147.05 1.67%
Rural Development 150.90 1.71%
Scientific & Tech Equipment 511.73 5.80%
Telecommunications 11.75 0.13%
Multi-sector/Others 1,799.29 20.40%
Total 8,821.90 100.00%
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4.5 External Debt by Concessionality
Table 4.6 and Figure 4.3 show that 80.93 and 19.07 percent of Nigeria's external debt portfolio

comprised debts contracted from concessional and non-concessional windows, respectively, in
conformity with the external debt management strategy. The International Development Association
(IDA) remained the largest creditor in 2013 contributing 60.41 percent of the country's concessional
debt, compared with 70.8 percentin 2012.

Table 4.6: Concessional/Non-Concessional External Loans
as at end-December, 2013 (US$' Million)

| onul Creditor Categories —

Multilateral and Bilateral
1 | International Development Association (IDA) 5,329.50 60.41
International Fund for Agricultural Development
2 | (IFAD) 92.20 1.05
|3 | European Development Fund (EDF) 103.2 1.17
4 | African Development Fund (ADF) 571.4 6.48
5 | Islamic Development Bank (IDB) 14.5 0.16
6 | Arab Bank for Economic Development (ABED) 3.3 0.04
7 | Non-Paris Club Bilateral 1,025.70 11.63
Sub-Total 7,139.80 80.93
Non-Concessional Categories
1 | African Development Bank (ADB) 161.1 1.83
2 | Commercial (China) 21 0.24
3 | Eurobonds 1,500.00 17.00

Sub-Total

Figure 4.3: External Debt Stock by Concessionality as at end-December,2013
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4.6 External Debt Flows

4.6.1 External Debt Service
The external debt service increased marginally from US$293.0 million in 2012, to US$297.32 million in

2013, representing an increase of US$4.33 million or 1.48 percent. Table 4.7 shows that the highest
debt service of US$142.89 million or 48 percent of the total debt service was made to the Multilateral
creditors in 2013, while the sum of US$41.08 million or 14 percent went to the Bilateral creditors. The
sum of US$41.72 million or 14 percent, was paid in respect of Oil Warrants, while US$33.75 million or 12
percent was paid to the holders of the 6.75 percent US$500.00 million 2021 Eurobond and the
remaining US$37.88 or 13 percent was payment made to other Commercial creditors. Table 4.7 shows
the detailed breakdown of debt service by creditor category.

Table 4.7: External Debt Service, 2009 — 2013 (US$' Million)

A. Official:

1. Bilateral:

Paris Club 0 0 0 0 0

Non-Paris Club 12.66 24.18 | 5152 | 45.28 41.08
| 2. Multilateral 260.52 21261 | 172.27 | 12692| 14289

Sub-Total 273.18 23679 | 22379 | 1722 183.97

B. Commercial:

1. Oil Warrants® 41.72 41.72 | 4172 | 4172 41.72

2. Others (including commercial from

China) 113.13 759 | 69.23| 4532 37.88
3. Eurobonds 0 0| 1687| 3375 33.75

Sub-Total (ssesl ;e merl wersl L2

lOutstandlng Oil Warrants, which were associated wrth the London Club debt exited in 2007,

4.6.2 Waivers
The Federal Government of Nigeria obtained the sum of US$0.75804 million as waivers as a result of

timely remittance of debt service in 2013. The waivers were for the payments made to IFAD and IDA,
amounting to US$0.00042 million and US$0.758 million, respectively (Table 4.8).

4.6.3 External Debt Service Projections (2014-2023)
Table 4.9 shows external debt service projections over a 10-year period. The table shows that a total

debt service of US$8,620.27 million would be made over the 10 year-period. It further reveals that the
highest debt service payment would be made for payment of interest and repayment of principal
amounting to US$1,479.87 million and US$1,435.92 million in 2021 and 2023 respectively, when the
debut 6.75 percent US$500 million 10-year Eurobond issued in 2011, and 6.375 percent US$500 million
10-year Eurobond issued in 2013, would be due for redemption.
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Table 4.8: Breakdown of External Debt Service
by Source in 2013 (US$ 'Million)

| MULTILATERAL womae | wpon | sy | oswr | . |osmen | zsmn | ors | vasses| e

AD.B 2150868 | 2.19345 0.00 0.00 0.00 - 000 - 2370213
IFAD 281928 | 88674 (1974) | (508) | 000 | (042) 000 075 | 348155
AD.F 7.51821 3.067.67 0.00 0.00 0.00 - 252822 - 13,114.10
DA 61.640.75 | 3467223 15147 48203 0.00 | (75762) 0.00 - 96.052.55
EDFEIB 549133 1.032.55 0.25 0.00 0.00 - 0.00 - 6.524.12
BADEA 0.00 1460 0.00 0.00 0.00 0.00 000 0.00 1450
BILATERAL 2000000 | 1844535 0.00 621 0.00 0.00 810.72 820.52 | 41,082.80 14%
NIGCOMSAT 20,000.00 3.182.50 0.00 2.50 0.00 - 0.00 - 23.195.00
NIGERIAN RAILWAY MODERN
|_PROJ. IDU-KADUNA 000 3,396.68 0.00 0.00 0.00 0.00 405.02 82052 | 452221
NIGERIAN NAT, PUBLIC SEC.
SYSTEM PROJ. 0.00 9.902.72 0.00 0.00 0.00 0.00 17.88 0.00 9,820.60
NIG ABUJA LIGHT RAIL 0.00 2.716.18 0.00 0.00 0.00 0.00 360.60 0.00 3076.78
NIG ICT INFRAST. BACKBONE
PROJECT 0.00 0.00 0.00 0.00 0.00 0.00 2722 0.00 2122
FRENCH DEVELOPMENT
AGENCY (AFD) 0.00 23714 0.00 3 0.00 0.00 0.00 0.00 240.98
COMMERCIAL 35681.16 | 2195.05 0.00 0.00 0.00 0.00 0.00 0.00 37,876.21 13%
Omotosho 18,380.52 | 1.379.21 0.00 0.00 0.00 - 0.00 - 18,788.73
ZIE 11.750.28 718.86 0.00 0.00 0.00 - 000 - 1246814
ARCATEL 554136 96.97 0.00 0.00 0.00 - 0.00 583833
EUROBOND (2021) 0.00 33,750.00 0.00 0.00 0.00 0.00 0.00 0.00 33,750.00 1%
OTHERS 0.00 41,731.26 0.00 0.00 0.00 0.00 0.00 0.00 41,731.26 14%
Bank of
Engiand/CITIBANK(Lazards
| Agency Fes) - 12.00 0.00 0.00 0.00 - 0.00 12.00

s - 71826 | 000 0.00 0.00 - 000 o | 4171926 14%

4.6.4 External DebtDisbursements
Table 4.10 shows the disbursements of external debt by creditors from 2009 to 2013. External debt

disbursements (excluding grants) totaled US$2,367.60 million in 2013, representing an increase of
US$1,564.00 million or 194.62 percent, over the level as at end-December, 2012. The increase was
mainly as a result of issuance of US$1 billion Eurobonds and disbursements from major sources such as
the IDA, in 2013 accounting for about 42.24 and 30.24 percent of the total, respectively.
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Table 4.9: External Debt Service Projections (US$ 'Million)

casgoryatoon [ o [ s [ aos [ aow [ e [ ave [ a0 [ amn [ avw
MULTILATERAL
ADF
Principal 9.92 9.10 .10 11.00 13,30 16.10 16.90 20.40 23.30 2410
Interest 5.08 4.40 460 4.80 4,90 510 5.10 5.00 4.90 4.80
ADB
Principal 12.55 0.00 0.00 0.00 10.00 20.00 20.00 20.00 20.00 20,00
Interest 0.44 0,00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
IFAD
Principal 3.20 2.80 2.80 3.70 3.70 3.70 3.0 420 4.20 420
| Intecest 0.86 0.70 0.80 0.80 0.80 0.80 0.80 0.70 0.70 0.70
IDA
Principal 81.63 82.00 91.00 100.00 113.00 142.30 153.90 170.90 182.80 218.30
Interest 44.80 42.10 43.60 45.00 46.00 46.30 46.30 46.20 45.70 45.00
EDF
Principal 6.52 5.80 5.90 6.00 6.00 8.10 8.10 6.20 6.30 6.30
Interest 1.15 1.00 0.90 0.80 0.80 0.70 0.70 0.60 0.50 0.50
ABFEDA (BADE)
Principal 0.00 0,00 0.40 040 0.40 0.40 0.40 0.40 0.40 0.40
| Interest 0.05 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10
IDB
Principal 1.76 1.80 1.80 1.80 1.80 1.80 1.80 1.80 1.80 1.80
Interest 0.25 0.20 0.10 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Sub-Total 168.23 150.00 161.10 17440 200.80 28240 255.80 276.50 300.70 326.20
Bilaterais
Principal 20,00 20,00 20.00 20.00 83.00 76.90 123.00 237.20 2371.20 237.20
Interest 2531 83,20 147 40 196.90 250,20 300.20 345 80 377.10 347.20 317.20
Sub-Total 4531 113.20 167.40 218.90 333.20 377.10 472.80 614,30 584.40 55440
Commercial
Principal 2085 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Interest 0.58 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Sub-Total 21.53 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Eurobonds and Diaspora Bond
Principal 0.00 0.00 0.00 0.00 500.00 0.00 0.00 500.00 0.00 500.00
Interest 108.59 108.59 108.59 108.59 108.59 8297 8297 65.63 31.88 31.88
Sub-Total 108.59 108.59 108.59 108.59 608,59 82.97 82.97 565.63 31,88 53188 |
Others
Oil Warranis
Principal 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Interest 41.72 4120 41.20 41.20 41.20 41.20 4120 0.00 0.00 0.00
Financial Service
Fea 0.01 0.0 0.01 0.01 0.01 0.01 0.01 0.00 0.00 0.00
New Financng 23.44 23.44 2344 2344 2344 23.44 23.44 2344 23.44 2344
Sub-Total 65.17 64,65 64,65 64,65 64.65 64,65 64.65 23.44 2344 2344
Total Principal 17897 144.94 154.44 166.34 754.64 289.74 349.24 984,54 S500.44 | 103574
291.50 347.30 400.20 452.60 477.38 400.18
’.\‘ € TR (T NE ey e T

Based on Official CBN exchange rate of US$1/N155.70 as at 31/12/2013
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Table 4.10: Disbursements by Source, 2009-2013 (USD' Million)

IDA 512.58 946.98 355.56 | 509.22 716.10
IFAD 3.1 3.5 204 | 14.66 9.50
ADB 0 0 0 0 150.00
ADF 17.15 22.68 48.12 | 37.56 166.10
IDB 0 1.97 1.63 - =
ABADE " . | 213 0.60
Sub-Total 532.83 975.13 425.71 | 563.6 | 104230
Bilateral 0 0 313.2 | 240.03 325.30
Private-ICM (Eurobonds =

A Al

Disbursements exclude Grants.

4.6,5 NetResourceFlowson External Debt
Table 4.11 shows both the net resource flow on external debt and net transfers by source in 2013. The

breakdown revealed a net resource flow of US$2,212.95 million in 2013, as against the US$644.95
million recorded in 2012, The inflow was mainly on account of disbursements from the Multilateral and
Bilateral creditors, as well as, from the US$1 billion Eurobonds issued in July, 2013. The net transfer
stood at US$2,070.28 million, signifying an overall net inflow of resources into the country in 2013.

Table 4.11: Net Flows and Net Transfers on External Debt
by Source in 2013 (US$' Million)

-~
|

(A)_ (8)

Multilateral 1,042.30 98.97 943.33 43.92 899.41
Bilateral 325.30 20.00 305.30 21.08 284.22
Commercial 0.00 35.68 -35.68 2.20 -37.88
Qil Warrants 0.00 0.00 0.00 41.72 -41.72
Eurobonds 1,000.00 0.00 1,000.00 33.75 966.25
Citibank Agency

Fees _0.00

__0.00

(i) Net resource flow equals disbursements less principal repayments
(ii) Net transfers equals net resource flow less Interest payments.
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4.7 Matured and Fully Repaid External Loansin 2013
Table 4.12 shows a China loan that was contracted in 2002 from ALCATEL for Nigeria Local Government
Rural Telephone project amounting to US$77.58 million, that matured and was fully repaid in 2013.

Table 4.12: Matured and Fully Repaid Debts in 2013 (US$)

7/5/2002 6/30/2013







