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    Q1 2020 GDP Escapes Full Impact of Covid-19, Q2 Not So Lucky 
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 Nigeria’s GDP increased by 1.87% YoY in Q1 2020 compared to 2.55% YoY growth in Q4 

2019  

 Services and Oil sector GDP posted growth of 3.5% and 5.1% YoY respectively in Q1. 

 The Oil sector growth suggests crude oil production averaged 2.07mbpd in Q1 20, higher 

than average of 2.00mbpd in Q4 19 and 1.99mbpd in Q1 19. 

Nigeria’s Q1 GDP figures released this morning decelerated less than expected, although we 

noticed some concerning elements in the details of the report. Overall GDP expanded by 1.87% 

YoY (ahead of recent forecast of 1.6% and in line with our old forecast of 1.8%) and contracted 

14.27% QoQ – which is much deeper than the 3-year historical Q1 QoQ decline of 13.5%. On an 

attribution basis, the services sector contributed 1.3% to overall growth in Q1, followed by 

agriculture and crude oil by 0.5% each. Services and agriculture composition to GDP improved to 

38.3% and 22% from 37.7% and 21.9% in Q1 2019 respectively. 

Figure 1: Real GDP Growth across segments 

YoY Growth Q1 18 Q2 18 Q3 18 Q4 18 Q1 19 Q2 19 Q3 19 Q4 19 Q1 20 FY 18 FY 19 

Agriculture 3.0% 1.2% 1.9% 2.5% 3.2% 1.8% 2.3% 2.3% 2.2% 2.1% 2.4% 

Manufacturing 3.4% 0.7% 1.9% 2.4% 0.8% -0.1% 1.1% 1.2% 0.4% 2.1% 0.8% 

Services 0.5% 4.1% 3.4% 3.8% 3.1% 2.9% 3.5% 4.0% 3.5% 3.0% 3.4% 

Construction -1.5% 7.7% 0.5% 2.0% 3.2% 0.7% 2.4% 1.3% 1.7% 2.3% 1.8% 

Trade -2.6% -2.1% 1.0% 1.0% 0.8% -0.2% -1.5% -0.6% -2.8% -0.6% -0.4% 

Mining and Quar. 14.1% -3.8% -2.8% -1.2% -1.4% 7.0% 6.2% 6.1% 4.6% 1.3% 4.3% 
            

Oil GDP 14.0% -4.0% -2.9% -1.6% -1.5% 7.2% 6.5% 6.4% 5.1% 1.1% 4.4% 

Non-Oil GDP 0.8% 2.0% 2.3% 2.7% 2.5% 1.6% 1.8% 2.3% 1.5% 2.1% 2.1% 

Real GDP 1.9% 1.5% 1.8% 2.4% 2.1% 2.1% 2.3% 2.6% 1.9% 1.9% 2.3% 

Source: NBS, NOVA Research 

While the, headline GDP was not as bad as expected, the details of the report were less 

encouraging. Specifically, agriculture recorded the slowest Q1 growth of 2.2% YoY, compared to 

3-year average Q1 growth of 3.2% YoY. Also, manufacturing growth over Q1 slowed to 0.4% YoY 

compared to 3-year average Q1 growth of 1.9% YoY. Elsewhere, retail & wholesale trades fell by 

2.8% YoY, to recorded the sharpest contraction in more than 13 quarters. Although, the Q1 

number was to some extent affected by COVID-19 related breakup in supply chains especially in 

the last month of the quarter, it is imperative to note that restrictions of movement and full shutdown 

did not come into effect until March 30. Accordingly, the likelihood is for a contraction in economic 

activity in Q2, with the risks tilted toward a worse-than-expected outcome.  
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More broadly, the oil sector accelerated by 5.1% in Q1 20, which beat our estimate of 2.3% YoY 

growth following a much higher crude oil production of 2.07mbpd relative to our estimate of 

2.01mbpd. On the other hand, the non-oil sector came in largely in line with our estimate to expand 

by 1.5% YoY. The services sector largely dominated growth in the non-oil sector, followed by 

agriculture and construction. In the services sector, growth decelerated 48bps to 3.5% YoY 

following solid outing in ICT (+7.6% YoY), financial services (+20.8% YoY) and transportation 

(+2.8% YoY). While the growth in the ICT emanated from increase in subscriber base by 8% YoY 

to 187 million as at February, the material growth in the financial services sector reflects the 

increase in credit creation by banks to meet up with the minimum loan to deposit ratio prescribed 

by the Central Bank of Nigeria. Elsewhere, while growth in the Agric sector slowed, it still 

contributed 0.5% to growth in the Non-oil sector. Despite improvement in livestock by 0.6% YoY 

(relative to a contraction in the prior quarter) and forestry by 1.7% YoY, the deceleration emanated 

from slowdown in crop production and fishing by 13bps and 85bps to 2.4% and 1.5% respectively. 

For the manufacturing sector (-81bps to 0.4% YoY), the fragile growth is not unconnected to the 

breakup in supply chains especially in the last month of the quarter. However, given the solid 

growth in financial services on the backdrop of the LDR policy by the CBN, we had hoped for a 

stronger growth. 

Figure 2: NOVA Research Economic Growth Forecast Scenarios and Q1 Actual 

 

Source: NBS, Nova Research Estimates 

In our recent assessment of the impact of Covid-19 on economic growth (Published 16 April, see 

report: Great Lockdown Necessitates Further Downgrade to GDP), we stated that the combined 

effect of modest compliance to planned OPEC+ cut with crude oil production averaging 1.85mbpd 

(including condensates) will constrain growth in the oil sector over the rest of the year. Also, we 

noted that the shut-down of economic activities in April and breakdown in supply chains will further 

deteriorate activities in the manufacturing and trade sectors. Notwithstanding the gradual 

reopening of the economy, the strict rules on social distancing will slow down the process of return 

to full-fledged economic activities as complete containment without major escalation of Covid-19 

could extend until the end of Q2 2020. As such, we see the second round effects of the economic 

disruption in the form of higher unemployment, weaker capital spending, materially lower 

consumption demand, corporate defaults and even more significant supply-side disruptions.  
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 In all, we estimate GDP contraction of 1.6% YoY over 2020 on our baseline scenario. Particularly, 

we expect the economy to enter a recession by the third quarter of the year, as we see GDP 

contracting for the remaining quarters relative to the prior year. Our most positive scenario 

assumes that both fiscal and monetary measures will be sufficient to provide a fast reboot to the 

economy, complete containment of Covid-19 by the end of May and limited compliance with the 

OPEC+ cut. For the negative scenario, we assume that ongoing fiscal and monetary measures 

will be insufficient to provide the necessary jolt for a fast reopening of the economy. In this 

scenario, we expect a more telling impact of the second round effects of the economic disruption 

in the form of massive layoffs in the formal sector, corporate defaults, tightening of financial 

conditions and weaker capital spending. 

Figure 3: Shrinking, Slow-Growing or Fast-Growing 
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*Contracting sectors are in red; slow-growing sectors are in blue and fast-growing sectors are in green 
(growth threshold of 3%, which approximates Nigeria’s annual average population growth in recent years).   

Source: NBS, NOVA Research 

 

 

 


