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Key messages 

 Despite recent increases in foreign reserves and 
direct intervention by the Government of Nigeria 
(GoN), the exchange rate gap between official and 
parallel rates remains. Structural challenges in the 
economy persists and continue to drive higher 
prices of both imported foods as well as local 
substitutes. 

 

 The Government of Nigeria direct support to 
agricultural production financing (Anchor Borrowers 
program) is yielding intended results through 
expansion in area cultivated as well as increased 
yield. If this is sustained, availability and access to 
food will improve at both household and markets 
levels in the coming lean season as the availability of 
imports are constrained by a lack of forex as well as 
policy measures to curb imports. 

 

 Despite the anticipated increase supplies, high 
transaction and transportation costs remained a 
great concern in Nigeria. The proposed “grain by 
rail” may not achieve much considering the 
collapsed state of rail system in the country. Local 
Prices are expected to remain at very elevated levels 
in the medium term, resulting in atypical trade flow 
patterns (within the country and between Nigeria 
and the broader region). 

 

 Though there are some improvements in the 
security situation in North East of Nigeria, trade 
flows with other parts of the country remained 
impacted as commodities  previously sourced from 
the North East  to South West and South East 
markets are now mostly procured from markets in 
the North Central and North West states. 

 

 

Figure 1.  Nigeria foreign reserves, global fuel price trends, and 

inflation (January 2015- January 2017) 

 
Source: CBN and National Bureau of Statistics, Nigeria.  

 

Figure 2.  Nigeria exchange rate and staple food price trends in 

selected markets (Jan 2015- Jan 2017) 

 
Source: FEWS NET, CBN, Oanda, BDC. 

In June 2016, FEWS NET released an alert describing the national and regional implications of declining global crude oil prices on the 

Nigerian economy and subsequent currency depreciation since 2015. Within the context of this national economic shock, more than 

3 million people in Northeast Nigeria already face significant food insecurity due to the Boko-Haram conflict. The Nigeria Market 

Monitoring Bulletin provides a summary of emerging market trends in Nigeria and the broader region.  
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 The macro-economic challenges in Nigeria 
continued into January 2017, as the Naira 
remained weak (with the official rate 
reaching above 300 NGN/USD and the 
parallel rate reaching close to 500 
NGN/USD). This is despite recent policy 
measures designed to close the gap 
between the two. Also, crude oil export 
earnings have increased recently, driven 
by slight improvements in global crude oil 
prices and the relative peace in the oil-
producing Niger Delta region, thereby 
allowing increased daily crude oil 
production and exports. 
 

 Inflation continued to increase in January, 
as the CPI moved from 18.48 to 18.72. This 
increase was largely driven by the high 
costs of staple foods and increased 
transportation costs (Figure 1). 
Restrictions on the use of foreign reserves 
for official food imports continued into 
January and will likely persist through at 
least the first half of 2017. These dynamics 
continue to put pressure on prices of 
imported food items (rice) as well as the 
local substitutes (local rice, sorghum, 
cassava, and maize), leading to atypical 
increases in staple food prices during the 
post-harvest period (Figure 2).  

 

 In an effort to boost local production and 
reduce dependence on imports, the 
Government of Nigeria continues to 
support agricultural production and 
financing through various measures, 
including the “Anchor Borrowers Program” 
that recently piloted in Kano, Kebbi, 
Jigawa, Ebonyi, and Cross-River States. 
During the pilot phase, rice yields are 
reported to have doubled (from about 2.2 to around 5 tons per hectare). This encouraged increased in area planted in 
other States that have comparative advantage in rice, wheat, and maize production (for the expanding poultry industry) 
during the current dry-season farming period. This is expected to increase food availability and access, through higher 
supplies and stocks of food in households and markets. 

 The expansion in area planted and diversification of cropping patterns are quite dynamic among farming households.  
Land preparation for the coming farming season is more active and intensive than previous years. The driving force 
behind this increased interest in farming is increased perceived profitability, especially among farmers who are net 
sellers. For example, with the current high prices of staple foods (more than double their five year average levels), there 
has been a shift in the distribution of revenues along the marketing chain. The situation now favors farmers more than 
traders in terms of profit share along the value chain. Currently, a maize farmer earns about 75 percent of the total profit 
per bag compare to last year when he only got 47 percent of total profit per bag. Likewise, the share of the farmers profit 
per bag of local rice has increased from about 20 percent to 30 percent and for cowpea, the farmers raked in about 71 
percent (Figure 3). 

Figure 3. Profit sharing (% per bag) along key marketing chains 

 

Source: FEWS NET. 

Figure 4. Sorghum prices in West Africa (January 2017)  

 
 

Source: FEWS NET. 
Note: These prices (USD/kg) consider the official exchange rate. Prices in Nigeria are lower when 

considering the parallel exchange rate.  
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 The above-average harvests in the Sahel coupled 
with the macroeconomic context and protracted 
localized conflict in Nigeria have jointly affected 
the trade links between Nigerian and its 
neighboring countries. The persistent 
depreciation of the currency on the parallel 
market has kept pace with or exceeded local 
prices increases in Nigeria (Figure 4). This has 
contributed to trade reversals with declining 
incentives imports by Nigeria of goods like cash 
crops (cowpeas) and livestock and increasing 
incentives for exports of Nigerian products like 
cereals and livestock onto regional markets.  
These incentives are also affected by other 
factors, such as the restriction on the cross-
border trade-flow of goods. Although there are 
only official restrictions on maize exports, 
traders are being prevented from moving large 
trucks of other cereals across the border as well 
in some areas. However, in Mubi town of 
Adamawa in Northeast Nigeria affected by 
insurgency, cross-border trade with Cameroon is 
now flourishing with respect to commodities like 
cowpea, groundnut, soya beans, etc. 

 High transaction and transportation costs are 
also contributing to high local and imported food 
prices. For example, the cost of transportation 
between assembly markets in North Central and 
other Northwest states of Nigeria, particularly to 
Dawanau market in Kano, has increased by about 
70 percent compared to last year and doubled 
compared to average. This is reflected in the 
recent Government inter-ministerial committee 
findings, which identified transportation costs as 
being a major driver of high food costs. Parts of 
the action plan towards mitigating this in the 
short run is to dismantle illegal police checks 
along Nigerian roads. In the medium term, the 
committee also seeks to operationalize “grain by 
rail”, where staples and other grains will be 
transported by train across the country. 
Together, these two efforts may contribute to 
reducing transaction and transportation costs 
along key Nigeria marketing corridors. 

 The international price per barrel of crude oil is 
projected to continue improving through half of the year 2017 (Figure 5). This following a recent OPEC directive to 
member countries to reduce oil outputs in February 2017. Non-OPEC countries have also agreed to cut crude supplies. 
Over times, this may improve the FOREX reserves of Nigeria and may strengthen the Nigerian currency (NGN), as the 
Government is making efforts to close the gap between official and parallel exchange rates. However, the impacts will 
not be immediate and impacts on imported commodity prices are less clear as import restriction policies discouraging 
food imports are expected to persist.  

 The insurgency affected Northeast Nigeria is beginning to slowly recover in terms of market functionality (Figure 6). Some 
markets in previously non-accessible communities around the Sambisa axis have now begun to function, albeit at 

Figure 5. Crude oil price forecast 

 

Source West Texas Intermediate crude oil forecast.  

Figure 6. Lake Chad Basin market functioning 

 

Source: FEWS NET. 

http://www.forecasts.org/oil.htm
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different functional levels. Activity in Hong and Yusufari markets in Adamawa and Yobe States, respectively, recently 
improved to levels of functionality, while activity in Gubio, Ngamdu (Kaga LGA), and Mainok (Konduga LGA) markets 
deteriorated when compared to January. Localized improvements in market functionality will mean improved access for 
the returning households around such communities. Also, the current local purchase approach of grains from community 
markets like Biu being employed by some humanitarian partners (Mercy Corps), has improved economic activities in the 
area.  

 Despite localized improvements, insecurity in the Northeast has affected domestic trade flows for commodities that were 
previously sourced primarily from markets in Borno and Yobe states. For example, supplies of cowpea, maize, millet, 
ground nut and sorghum in Mile 12 market in Lagos are now sourced  from assembly markets around Birnin – Gwari, in  
Kaduna state. Before, supplies sourced source from the Northeast contributed to 70 percent of the volumes of these 
local grains trade on the market in Lagos (South West). Now, supplies from the northeast contribute to barely 20 percent 
of supplies. Likewise, supply of livestock to Lagos and Calabar abattoirs are now mostly from the North central states of 
Nasarawa, Benue, Plateau, and Niger statse as well as Wudil market in Kano state. In the past, about 80 percent of 
livestock supplies to Lagos abattoir were sourced from Maiduguri, Borno and Yobe states.  

 

 


