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Nigeria’s Dangote 
shifts focus from 

cement to oil and gas
LAGOS:  Africa’s richest man, Aliko Dangote, plans to
launch Nigeria’s first private crude oil refinery by 2019 while
almost doubling his cement production on the continent
by adding plants in eight countries as he shrugs off a
regional economic downturn.

Dangote told Reuters the $12 billion refinery would have
a capacity of 650,000 barrels a day, cornering the market in
Africa’s most populous country, where fuel shortages are a
perennial problem. Until recently, Nigeria was Africa’s
biggest crude oil producer but it imports 80 percent of its
fuel because poor maintenance means its four refineries
never reach full output.  Its current daily consumption is
260,000 barrels, according to the International Energy
Agency.

A slump in commodity prices has hammered Nigeria’s
economy - along with many others on the continent - and
raised the cost of borrowing but Dangote, whose business
empire stretches from cement to flour and pasta, is pushing
hard into oil and gas. “It will be ready in the first quarter of
2019,” the billionaire founder of Dangote Cement said of
the refinery. “Mechanical completion will be end of 2018
but we will start producing in 2019.”

Dangote said the plant, which will include a $2 billion
fertilizer unit, was being funded through “loans, export
credit agencies and our own equity”. Some $3.25 billion had
come from local and foreign banks, while the central bank
had also chipped in. The IFC, the private sector arm of the
World Bank, has lent $150 million.

Dangote also has plans for a gas pipeline through West
Africa. Nigeria has the world’s ninth largest proven gas
reserves, at 187 trillion cubic feet (tcf), but loses half of it to
flaring and re-injection.

Despite the new focus on oil and gas, the business mag-
nate said he planned to build cement plants in Cameroon,
Ethiopia, Kenya, Mali, Niger, Nigeria, Senegal and Zambia by
2018. Another plant will open in Congo Republic by
September, he added. A cement plant in Ivory Coast would
triple output to 3 million tons, up from an initial target of 1
million, he said, while two new plants in Nigeria would add
6 million tons annually.

“As at now, what we have in operation is almost about
45 million tons, so we have just another 40 million tons to
go,” he said, affirming an Africa-wide production target of
85 million tons a year by 2018. 

FX CRISIS
The collapse in oil prices has hit Nigerian companies

hard, with many unable to access dollars due to central
bank foreign exchange restrictions imposed to prop up the
naira. The worst-affected have gone to the wall or shed
large numbers of staff, but a study by Reuters of an 11-week
period in March to May showed that Dangote firms man-
aged to secure a healthy share of dollars at the cheap offi-
cial rate.

Dangote said the $161 million bought during that period
from the central bank merely reflected the size of his business
and did not represent preferential treatment. “We have been
badly affected like any other company,” he said, arguing that
operational costs totalled $100 million each month due to
recurring expenses such as the purchase of parts for cement
production and running a fleet of 9,000 trucks. —Reuters

PARIS: The head of European aerospace firm Airbus
Group said yesterday a decision by UK voters to
leave the European Union was a blow to Britain but
that he hoped the country would focus on remain-
ing competitive.

“The world will not stand still, nor will Europe,”
Chief Executive Tom Enders said in an emailed state-
ment. “I hope the divorce will proceed with a view to
minimizing economic damage to all impacted by
Brexit. Britain will suffer but I’m sure it will focus
even more now on the competitiveness of its econo-
my vis-a-vis the EU and the world at large.”

Airbus, founded in 1970 and spread between

major plants in Britain, France, Germany and Spain,
builds wings for Airbus passenger jets in the UK
where the group employs 15,000 people. With major
aircraft investment decisions already taken for the
next 10-15 years, Airbus has said its UK operations
will not be affected any time soon, but has warned it
could reconsider its position in the country in the
long term.

Enders, who was one of the first major industry
leaders to campaign publicly for Britain to remain in
the EU, said, “of course we will review our UK invest-
ment strategy, as everybody else will”.

Shares in Airbus Group fell as much as 9 percent

in common with leading European stocks as the
vote to leave the EU sent shockwaves through finan-
cial markets, but recovered to trade down 4.7 per-
cent at mid-morning, outperforming the Paris
bourse. Some analysts said Airbus Group would par-
tially benefit for now from a stronger dollar, which
makes its aircraft more competitive against US rival
Boeing, and a weaker pound, which would dampen
part of its production costs.

But the company is vulnerable to any broad
downturn in economic confidence that could hurt
travel demand and demand for civil aircraft, Agency
Partners analyst Nick Cunningham said. —Reuters

Airbus boss urges UK to stay competitive

LONDON/ZURICH: Some of the world’s
biggest central banks offered financial
backstops to soothe plunging markets
yesterday after Britain voted to leave the
EU, and some intervened in currency mar-
kets as they worried that the volatility
could hit growth.

The Bank of England offered to provide
more than 250 billion pounds ($347 bil-
lion) plus “substantial” access to foreign
currency to ease any squeeze in markets
and Governor Mark Carney said it would
consider more measures if needed.

The US Federal Reserve said it was
ready to provide dollar liquidity through
its existing swap lines with central banks,
“as necessary, to address pressures in
global funding markets, which could have
adverse implications for the US economy”.
“The Federal Reserve is carefully monitor-
ing developments in global financial mar-
kets, in cooperation with other central
banks,” it added in a statement.

The European Central Bank said it could
provide additional liquidity and would pro-
tect euro zone financial stability, while the
People’s Bank of China pledged to keep
the yuan basically stable and said it would
maintain ample liquidity. The shock refer-
endum result dented Britain’s economic
growth prospects and sent the value of the
pound down by as much as 10 percent to a
31-year low against the dollar.

The outcome also raised questions
about the future of the European Union
itself  and European shares tumbled
almost 10 percent before recovering
some ground. With memories of the
2007-09 financial crisis still fresh, central
banks are concerned that market liquidity
could quickly dry up, depriving the real
economy of access to cash and financial
instruments.

“The Bank (of England) will not hesitate
to take additional measures as required as
those markets adjust and the UK economy
moves forward,” Carney said, warning that
economic volatility can be expected as
Britain adjusts. The British economy was
already slowing ahead of the referendum
and Carney has previously warned that it
could go into recession in the event of a
vote to leave the EU.

Ratings agency Fitch said Britain faces
weaker growth and investment prospects
while its status as a major international
banking hub could be damaged as some
businesses shift to the EU.

STABLER, FOR NOW
ECB Governing Council member Ewald

Nowotny said markets were already stabilising
after the initial surprise, and that panic was not
justified. Ten-year bond yields in Spain and
Italy, up around 40 basis points in early trade,
recovered most of their losses by midday.

But a former deputy governor of the BoE
said it was not clear that the fall in sterling

would prove to be a one-off adjustment that
buys the Bank some time to consider an inter-
est rate cut or other measures to cushion the
economy. “What could happen is that it does-
n’t stabilise and actually we get a real loss of
confidence, big movements in funds despite
the reassuring voices and the bank liquidity,”
John Gieve said.

“At that point, they have to look at other
things like sterling support by using their
reserves and buying sterling or some new
kind of QE mechanism.” Officials from the
Group of Seven rich economies held a con-
ference call and issued a statement to under-
score their confidence in Britain’s economy
and banks. In a rare move for a major central
bank, the Swiss National Bank openly inter-
vened in currency markets to weaken the
safe-haven franc, promising to do even more
if needed.

“The Swiss National Bank has intervened in
the foreign exchange market to stabilize the
situation and will remain active in that mar-
ket,” the SNB said in a statement. Major Asian
central banks were also said to be intervening.
Traders suggested the Bank of Korea was seen
to have sold dollars to curb the won’s fall while
the Reserve Bank of India probably sold dollars
through state-owned banks to prevent the
rupee from falling further. —Reuters

Central banks move to 
calm jittery markets 

BoE offers more than 250 billion pounds in liquidity

LONDON: Traders from ETX Capital work in central London yesterday
following the announcement of the EU referendum. London stocks
plunged in early deals yesterday but pared losses significantly as
British Prime Minister David Cameron announced his resignation after
Britain voted to leave the EU. —AFP

TOKYO: Japan’s Finance Minister
Taro Aso speaks to reporters at
the Finance Ministry in Tokyo yes-
terday. —AFP


