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1.0 BACKGROUND








At the onset of the global financial crisis that
began in the United States in 2007, the oil
rich and oil dependent Nigerian Economy
was in its boom up till September, 2008.
This gave its managers the erroneous
impression that it had immunity to the
impending financial meltdown.
the assumption then was that Africa’s low
level of financial integration in the global
economy, will shield her economies from the
direct impact of the financial crisis.
However, Nigeria’s monocultural economy
has potential for high negative impact that
may weigh more on women.
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The aim of this paper is thus to examine the
events leading up to the financial crisis,
Examine the channel of transmission, identify
impacts, if any, on the economy and women
in Nigeria’s oil rich economy.
The study employed desk review, descriptive
and inferential statistics to reach conclusion
on the route through which the global
financial crisis impacted the Nigerian
economy and the women.
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Also for triangulation, the series plots,
correlation matrix, and the granger
causality analysis were used to identify the
relationship and direction of causality
between crude oil price and 3 major
macroeconomic indicators, of inflation,
maximum lending rates and value of
foreign exchange.

THE MAJOR PROPOSITIONS OF THIS PAPER
INCLUDE:

Oil Price movement (OPM) is the major source
of instability that led to the “crash” of the
Nigerian financial sector;
 Impact of OPM on the economy is pervasive
affecting macroeconomic variables –inflation(IR),
Maximum Lending Rate(MLR) and value of the
Naira (FOREX),
 IR, MLR and FOREX have overbearing crosscutting influence on the entire Nigerian
economy
 Changes in IR, MLR and FOREX induced by
OPM are the channels of transmission of Impact
of global financial crisis on WOMEN in Nigeria


2.0 NIGERIAN OIL
ECONOMY AND
THE GLOBAL
ECONOMY

NIGERIAN OIL ECONOMY AND THE GLOBAL
ECONOMY
 Nigeria is currently the 8th largest producer of
crude petroleum oil in the international arena.
 Crude oil export earnings constitute
approximately 96% of total export earnings.
 The oil sector contributes 70% of total
Government revenue and 17.54% of Gross
Domestic Product (GDP)(see chart)
 Employs less than 30% of labour and does not
depend on women for its labour supply
 As a globally consumed basic commodity,
fluctuations in the price of oil have both direct
and indirect impact on the variability as well as
the volatility of stock markets around the world
 Nigerian Crude oil price is said to be the most
volatile in the international commodities market.
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NIGERIAN OIL ECONOMY AND THE GLOBAL
ECONOMY (contd)


Changes in the price of crude oil affect
industries, businesses, employees,
households to varying degrees through
higher energy cost, affecting virtually all
productive and domestic activities that
are dependent on energy. This further
translates to higher cost of
transportation, food stuffs, outputs from
industries and services.

THE MAJOR DRIVERS OF CRUDE OIL PRICES
include:

production technology which adds value to it;
the quality of oil supplied,
demand from oil importing countries,
storage of crude oil by rich countries,
particularly the United States of America
(USA);
 changes in tax policy,
 political issues and crisis/instability in the oil
producing areas,
 weather conditions and natural disasters,
 OPEC quotas and activities of speculators
(hedge fund managers and speculators in
futures market).





NIGERIAN OIL ECONOMY AND THE GLOBAL
ECONOMY (contd)
The price of crude oil is denominated in U.S. Dollar.
The implication is that the strength of the U.S. Dollar
exchange rate has significant impact on the oil price
and hence the global economy including the USA
economy itself as Oil provides 40% of its energy
consumption and the USA alone consumes about a ¼
of the world’s total oil and it relies on imports to meet
over 50% of its total oil consumption.
 It is clear therefore that the USA to a “great extent
dictates the dynamics of price in the oil market. About
70% of USA oil imports come from Canada, Saudi
Arabia, Mexico, Venezuela, Iraq and Nigeria.
 Oil is thus a major channel through which the financial
crisis that started in USA has impacted Nigeria’s oil
dependent economy.



3.0 EVENTS LEADING UP TO THE CRISIS IN
NIGERIA








There were a number of landmark events:
1. The most important event leading up to the financial
crisis in Nigeria was the debt forgiveness of US$32billion
after Nigeria was able to pay up US$12billion. Nigeria was
in a state of debt overhang before this.
2. The devt and implementation of her home grown
National Economic Empowerment and Development
Strategy (NEEDS) aimed at value reorientation, poverty
reduction, wealth creation and employment generation,
this involved a regime of fiscal prudence, tighter monetary
policy and low deficit/GDP rates created an attractive
macroeconomic policy environment.
3. Fall in Nigeria’s GDP/Debt ratio to less than five
percent, was one of the lowest in the global arena;
4. Debt service to revenue also dropped to new lows.

EVENTS LEADING UP TO THE CRISIS IN
NIGERIA








The restructured debt situation created attractive
external picture which was conducive for foreign
investment and were further complemented by:
Stable macroeconomic environment;
A clear microeconomic policy direction;
Rising crude oil prices, which further boosted
investors’ confidence in the economy;
The fight against corruption by Economic and
Financial Crime Commission (EFCC), which led to
delisting of Nigeria from the blacklist of the
Financial Action Task Force (FATF) and the global
anti-money laundering task force;

EVENTS LEADING UP TO THE CRISIS IN
NIGERIA
Nigeria’s economic outlook was still very promising in
2007 when the financial crisis set-in in the USA and
other developed economies and remained so up to the
third quarter 2008 as the ranking of various
international rating bodies showed.
 The Nigerian Investment grade ratings by the
“Standards and Poors” as well as the “Fitch ratings”
were very favourable ;
 The “Standards and Poors” rating services assigned is
ngAA+, long term and ngA-1 short-term rating to
Nigeria by the end of 2008. This was an indication of
Nigeria’s high level of credit worthiness.
 Nigeria’s bonds and equities had high yield and high
potential returns, respectively.


EVENTS LEADING UP TO THE CRISIS IN
NIGERIA
The “Standards and Poors” rating services’ ranked
the Nigerian Stock Exchange number eleven
among 106 global stock exchanges. This ranking
was based on return on investment in US$ terms;
 Its report showed that the NSE had out
performed the developed countries featured in
the reports list of the world’s Top 25 performing
exchanges on the standard and poor’s rating.
 As a result Nigeria emerged as a major
destination of hedge funds in search of Nigeria’s
bonds and equity. Overall the fundamentals of the
Nigerian economy remained strong.


EVENTS LEADING UP TO THE CRISIS IN
NIGERIA








Thus in the period just preceding the financial crisis
Nigeria’s economic performance was robust as:
The GDP grew by 6.2% in 2007 and 6.8% in 2008,
inflation rate was as low as 4.6% in October 2007 and
remained in single digits up to May 2008 at 9.7%,
NSE market capitalization was at its peak in March
2008 at N12.4 trillion while the All Share Index (ASI)
was as its all time high at 64857 points in March 2008,
Crude oil prices rose from US$70.51 barrel in second
quarter of 2006 to US$141.3 in July 2008.
The exchange rate was stable against major currency
up to November 2008 appreciating steadily from
N122.66 to US$1 in October 2007 to N116.07 to
the US$1 in November 2008

4.0 CRASH OF THE
FINANCIAL SECTOR

4.0 THE MELTDOWN/CRASH OF THE
FINANCIAL SECTOR
Origin-Oil price volatility:
 The crash of the price of Nigeria’s most sought
after crude oil – Bonny light from US$141.26 in
July 2008 to US$41 in December 2008 sent panic
waves into the Nigerian capital Market as Nigeria’s
foreign exchange earnings and the stock of
external reserves dwindled drastically.
 The fall in crude oil prices combined with falling
crude oil production meant a fall in export
earnings, fall in government revenue, and the
resultant poor budget performance.
 Fall in investors confidence
 The capital market was hard hit as investors
confidence fell and the hitherto over priced
Nigerian Stock Market prices fell drastically.
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CRASH OF THE FINANCIAL SECTOR







The All Share Index (ASI) and market capitalization
fell from 64,857 points N12.4 trillion respectively in
March 2008 to 20,857 and N4.8 trillion, in March,
2009. The ASI and the market capitalization had
fallen by 46% and 32% respectively between 2008
and 2009.
this devt led to the Standard and Poor’s low rating
of Nigeria’s Stock Market to BB in 2009 further
weakening investors’ confidence,
The result was panic withdrawal or flight of hedge
funds particularly funds for short term investment.
This was coupled with faulty credit valuation,
massive defaults, sharp practices by some bank
executives and non-performing loans reached a high
of 28% at the end of 2008.

5.0 IMPACT OF FINANCIAL CRISIS AND
HOW IT AFFECTS WOMEN IN THE OIL
RICH ECONOMY










Impact on women is rather invisible and
more difficult to quantify and decipher;
Women are more likely to be impacted more
adversely than men as some socio-economic
statistics show.
Specific impacts of the economic crisis are
examined below:
Inflation,
Unemployment,
Credit crunch,
Lowered income/standards of living,
Deepened poverty

5.1 INFLATION





The Year-on-Year (Y-O-Y)
inflation rate rose from
single digit value of 9,7% in
May 2008 to 15.1% in Dec
2009 as oil price fell from
$141 to $38 in the same
period.
Inflation rose to its peak
as the oil price fell to its
trough
The energy crisis,
transport, food price hike,
rising lending rates and
falling value of the Naira
combined to exacerbate
the inflation rate.
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Oil price volatility, inflation, FOREX and
MLR volatility
In economic theory, sustained inflation induces
depreciation of the exchange rate and this was the
case as oil price fell and inflation rose;
 Likewise, the currency value of a country is
expected to be more responsive to the expected
pattern of domestic and foreign interest rates than
to the current short-term rates. This is because of
the inverse relationship between inflation and real
interest rates.
 A high and rising inflation rate reduces the
domestic real rate of interest. The MLR however
increased in the period to further fuel the inflation.
 The inter-relationship between these variables are
examined further:


OIL PRICE MOVEMENTS IN RELATION TO MLR,
INFLATION & FOREX
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Table 1:Correlation Matrix
FOREX
FOREX

INFLATION MLR

OILPRICE

1

0.463559

0.930839

-0.55671

INFLATION

0.463559

1

0.558618

-0.26593

MLR

0.930839

0.558618

1

-0.64052

OILPRICE

-0.55671

-0.26593

-0.64052

1

Table 2:Pairwise Granger Causality Tests
Null Hypothesis:
INFLATION does not Granger Cause FOREX

Obs

F-Statistic
40

FOREX does not Granger Cause INFLATION
MLR does not Granger Cause FOREX

40

FOREX does not Granger Cause MLR
OILPRICE does not Granger Cause FOREX

40

FOREX does not Granger Cause OILPRICE
MLR does not Granger Cause INFLATION

40

INFLATION does not Granger Cause MLR
INFLATION2 does not Granger Cause
OILPRICE (LAG=12)
36
OILPRICE does not Granger Cause INFLATION2
OILPRICE does not Granger Cause MLR
MLR does not Granger Cause OILPRICE

40

Probability

3.96928

0.02795**

1.29835

0.28581

3.79804

0.03215**

4.55758

0.01741**

5.29179

0.00982*

0.81688

0.45005

0.81427

0.45118

4.25808

0.02212**

2.33539 0.08543***
2.80438 0.04905**
4.56667

0.01729**

0.62758

0.53978

Granger causality: a summary
OILPRICE Granger Causes INFLATION;
 OILPRICE Granger Causes MLR;
 OILPRICE Granger Causes FOREX;
 INFLATION Granger Causes FOREX
devaluation;
 Two way causality MLR
FOREX;
 INFLATION Granger Causes MLR contrary
to theory b/c OP causes FOREX devaluation
and increases the cost of production via
imported inputs, refined petroleum products,
imported consumer goods, services etc;


Inflation (contd): a summary
The transmission channel for Women:
 Increasing cost of living is an important driver of
poverty among women;
 The increase in inflation rate from as low as 4.1% in
September 2007 to 14.6% in March 2009 has meant
higher food prices, higher transportation costs as well
as higher cost of all other commodities and services.
 The increase in inflation rate and the subsequent
depreciation of the exchange rate makes imported
goods-producer and consumer goods- more expensive.
The impact of this on women is more visible in the
area of human development and the care economy.
 The impact is in the area of poorer nutrition and
reduced consumption in the mist of lower purchasing
power, loss of jobs and loss of income.

5.2 Unemployment
The collapse of the
booming stock market led
to losses as high as N5.2
trillion (45%) in market
capitalization and led to
the insolvency of a number
of financial institutions and
stock brokerage firms with
associated job losses,
 job losses in the oil sector;
 job cuts in services,
commercial and industrial
sectors.
 The implication is a rise in
Unemployment from 14.9%
in 2008 to19.7% in 2009.


Unemployment Rates 2000
to 2009
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Considering the fact that men constitute 68%
of Federal civil service employment and
women 32% (Enweama,2009) the impact of
the global crises is greater on women than
men.
 Again considering the fact that more women
are employed in low education and low
skilled employment, they are first to be
thrown out of job as table 3 suggests.
 Some unpublished sources claim that women
who go on maternity leave in a number of
financial sector institutions were sent on
terminal leave afterwards-feminization of
unemployment.


Table 3: Distribution of unemployed persons
by gender and education (Survey in Mar 2009)
Educ. level

Male

Female

Composite

No formal
education

2.3

2.7

2.5

Primary

29.0

37

32.7

JSS

6.6

7.9

7.2

Artisans

0.0

0.1

0.05

SSS

41.9

35.0

38.7

NCE/OND

8.2

8.4

8.3

BA/BSc

10.3

7.3

8.9

MSc

0.8

0.2

0.5

Doctorate

0.0

0.0

0.0

Others

0.9

1.3

1.1

5.3 CREDIT CRUNCH
Reduced bank liquidity: as
 Foreign Direct Investment (FDI) inflow
reduced, hedge funds were withdrawn,
 government revenue plummeted as oil price,
quantities demanded and produced fell,
 Remittances fell,
 Increasing loan defaults,
 By the first quarter of 2009 the banking
sector’s response to the massive cash flight
was restriction/cut off of virtually all forms
of loans and advances.

Credit crunch (contd)
Prior to the crisis women’s access to credit
had been limited by their subordinate
position in the household and in the society
at large.
 The implication is that women who cannot
exercise free- will to request for loans
without permission from male relatives are
hard hit as their already attenuated access
are further attenuated.
 A survey by Anyiwe, 2010 presents some in
sights


Loan applications and Receipts- Survey by Anyiwe,
(2010)
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5.4 LOWERED INCOME/STANDARDS OF
LIVING:GOVERNMENT REVENUE, BUSINESS
AND HOUSEHOLD EARNINGS

Fall in crude oil prices
Fall in Govt revenue

Fall in Govt expenditure/
poor budget performance

Fall in business income
Fall in business income

Fall in business
expenditures/production

Fall in household income
Fall in money available to
women for housekeeping

Fall in hh welfare as food and
other hh needs are

5.5 DEEPENED POVERTY
the crisis has deepened the poverty
level particularly for women.
 Between 2008 and 2009 the poverty level
increased by 0,2% for males and 1,5% for females
(CBN,2009);
 The major drivers of poverty in the economy at
this time include:
 Stagnation of credit flows to industries and other
commercial users of credit led to closure of
factories, services and other production units
leading to job and income losses.
 As more men loss their jobs the women will have
the challenge of having to cope with lower
housekeeping resources.


DEEPENED POVERTY





Poor budget performance in the face of fall
in government revenue and reduction in
government expenditure leaving many social
and Economic Infrastructure and services in
a poor state and women suffer much.
Increasing cost of living is another important
driver of poverty among women
The increase in inflation rate has meant
higher food prices, higher transportation
costs as well as higher cost of all other
commodities and services albeit lower
income and loss of jobs.

CONCLUSION


It is clear that the impact of the global
financial crisis on Nigerian women are
pervasive as they affect all spheres of life
and they are not very visible. Policy and
mitigation strategies must therefore
target all sectors as well as provide safety
nets for the poor and all vulnerable
groups particularly women and children.

6.0 THE WAY FORWARD
Structuralist view-the problem is in the
structure of productionDiversify production & the sources of foreign
exchange,
 Empower women-Build skill and capacity of
women and men for wealth creation;
 Reduce Cost of transportation-Develop
rural roads and rail system to reduce
transportation cost;
 Mobilize women to build viable cooperatives
to set up small and medium enterprises and
run savings and loan schemes
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