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Post-Brexit Nigeria:

Letter No.
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Participants made the following recommendations in which the issue of

preparedness was front and centre:

1. Participants insisted that

should be involved and made

Nigeria must be thoroughly
prepared for negotiations with
the United Kingdom. They
asked the MDAs, the relevant
offices and departments
(including the Nigerian Office
of Trade Negotiations that had
a post-Brexit office at the time
of Prime Minister Theresa
May) to be ready for emerging
post-Brexit period. They
recommended that

Nigeria's Federal Ministry of
Industry, Trade & Investment
and the Nigerian Investment
Promotion Commission
commence serious
preparations for the post-Brexit
era.

. They reiterated the position
that government must take full
advantage of the emerging
situation, that the preparations
must involve Nigerian
businesses at the policy level,
and that those in a position to
benefit from the changed
business relations with the UK.

ready to take advantage of
post-Brexit opportunities.

3. They recommended that as a
major investor in Nigeria’s
economy, the sectors of our
economy that the UK
businesses have an interest in
should be noted and reviewed
with an eye on potential post-
Brexit realities. Will these
sectors suffer or thrive? Other
types of post-Brexit danger
attracted the attention of
participants and prompted the
following closing questions:

e How will Brexit influence the
way Nigeria negotiates its
trade policy with its other
trading partners in the EU
post-Brexit?

e Another area of interest to
participants is Britain’s
development assistance to
Nigeria. How will BREXIT
affect the development
assistance we get from the
UK?

The next roundtable will attempt to
answer these questions and more.
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hat days after Britain voted to leave
the European Union, the country
still remains in the trading bloc,

pondering exactly how to leave.

Although the October 31 “do or die” Brexit
deadline has been extended to January
2020, this is simply kicking the can further
down the road. With the United Kingdom set
for general elections on December 12, this
will certainly not be a quiet Christmas for
Britain and the Pound.

It will be unwise for investors to rule of the
possibility of the United Kingdom crashing
out of the European Union next year given
the unpredictable nature of Brexit.

The seismic tremors created from such an
unfavourable development will ripple far
beyond the borders of Britain, with everyone

across the globe feeling the heat including
those in Africa.

Given how Brexit adds to the growing list of
geopolitical risk factors straining investor
confidence, appetite for emerging market
may diminish if the UK leaves the European
Union without a deal. It is not only an
appetite for emerging markets that will be
under threat but trade and diplomatic
relations with Britain and Europe following
the divorce.

It must be kept in mind that trade deals with
the UK and African countries are negotiated
through the EU which plays a middle man.
With the agreement becoming void when
Britain departs from Europe, this presents
significant disruptions and economic risk to
African nations who trade with the UK.
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Britain’s top trading partners like Nigeria,
Kenya and Egypt will most likely be
punished by a no-deal Brexit. The UK was
Nigeria’s 6th largest trading partner in 2018
with total trade roughly $5 billion.

In 2018, Nigeria exported £2.23 billion worth
of crude oil to the UK, an improvement over
the level of £1.1 billion in 2017; but with the
UK’s economy exposed to downside risks,
the outlook for Nigeria’s oil sales appears
less promising.

Nigeria’s oil sales in the UK and Europe
face another challenge. Over and above the
UK’s declining economic circumstances is
increased competition from the US light
sweet crude oil industry.

In August, oil sales slowed to their lowest
level of the year because US shale oil
flooded European markets. In July, Nigeria’s
oil sales to the US fell to zero as US
President Donald Trump’s administration
powered up its energy dominance policy.

to export goods to Nigeria, resulting in £76.5
billion worth of trade in the last 10 years.

During the second quarter of 2019, Jeremy
Hunt, Britain’s foreign minister visited
Nigeria promising a big pool of funds which
could be invested in infrastructure. In other
developments, the two countries launched
an economic forum to explore mutual
investment interests. The governments are
already discussing the introduction of Naira-
backed financial instruments in the UK and
expanding cooperation in the insurance
sector.

It is essential for Nigeria to regain market
share in the UK and Europe, which
accounts for 46% of its crude oil sales.

As demand and supply-side challenges
grow, Nigeria could benefit from closer
relations with the UK government, which
points out that it has extensive experience
in building and managing oil industry
infrastructure. A trade deal which secures
the UK as a guaranteed buyer of Nigerian
crude oil could certainly support demand in
the long term.

As part of its post-Brexit strategy, the UK
government hopes to revive its relationships
with the Commonwealth markets and has
already begun talks with Nigeria to improve
bilateral ties.

In one example, the UK provided credit and
finance worth £1.25 billion to facilitate
British companies

To wrap up, Nigeria’s post-Brexit relations
with the UK are faced with several
headwinds which could blow off course the
priority to maintain and increase
investments in the development of its oll
and gas industry infrastructure.

On the upside, it is positive that trade talks
with the UK are deepening and there are
pre-existing diplomatic and trading
relationships which go back many

decades.

Lukman Otunuga is the senior research
analyst at FXTM




