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Nigerian PF portfolio compared with LA

Portfolio composition. June 2009

Govmt Debt
Financial 

Institutions

Non Financial 

Institutions
Equity

Mutual Funds 

and 

Investment 

Funds

Foreign 

Issuers
Other

(% relative to total national assets)

Bolivia 4.246   68,2 15,3 11,4 0,0 1,0 4,0

Chile 100.244   12,3 27,0 11,4 14,7 2,7 31,8 0,1

Colombia 31.791   45,6 9,3 7,3 24,8 1,3 9,9 1,8

Costa Rica 1.723   57,3 23,1 4,8 0,3 4,9 6,5 3,2

El Salvador 4.763   77,7 18,2 3,6 0,0 0,5

México 77.451   71,2 3,5 12,9 5,3 7,2

Perú 18.740   22,4 11,5 13,8 30,0 2,8 14,5 5,0

R. Dominicana* 1.602   39,6 52,3 8,1

Uruguay 3.821   58,6 33,4 2,4 0,1 3,2 2,3

Total 244.382   39,5 15,9 11,2 13,2 1,5 17,8 0,8

Nigeria 3.894 41,0 35,0 1,0 17,0 0,4 0,0 6,0

TOTAL  

(millon USD)
Country



The Role of Institutional Investors

 There is some pressure on local institutional investors to 
invest in locally issued fixed income instruments in order 
to kick-off the market. 

 This is partially right (in the sense that they are obviously 
part of the solution) but they cannot bear the full burden 
of developing the bond market.

 We need a balanced approach to

 Encourage local corporate issuers to use of capital markets 
embracing the principles of transparency, disclosure, 
accountability. 

 Streamline the issuance process optimizing the timing of issuances 
and facilitating the use of flexible clauses such that issuances can 
be flexible in order to accommodate issuers’ needs

 Improving investment regimes of institutional investors



The future competition for EM’s

fixed income instruments

 Fixed income instruments are needed in any institutional 
investor’s portfolio

 The 2008 international recession and subsequent huge monetary 
expansion have kept interest rates in extremely low levels. 
Investors are seeking for returns and shelter…

 But the sovereign debt crisis remind us that even apparently 
solid sovereigns have risks (though different ones…)

o Ireland, Greece,… Portugal, Italy,… Spain,… France

o United States

 All institutional investors need to look for fixed income 
instruments elsewhere

• G7 corporate issuers

• Emerging Markets (sovereign and corporate)



The G7 sovereign debt crisis will 

last quite a while

G7 sovereign debt crisis has two 

components:

a) Trend increase in D/GDP 

leves derived from two 

elements:

• Inability to adjust to oil 

shocks in 70’s diminished 

growth

• Sustained increase in 

social security deficits

b) Contingent increase in D/GDP 

due to rescue of the banking 

system



Implications for Emerging Markets 

Bond Markets

 There is an opportunity for issuers

 Some healthy sovereigns with appropriate projects

 Corporate issuer

 Countries must prepare themselves for a long period of foreign 

investments into emerging markets fixed income instruments

 Capital flows (macroeconomic challenge)

 DMOs (opportunity to optimize sovereign debt issuances)

 Local corporate issuers (a massive new source of funding)

 Local institutional investors (a competing source of demand for 

today’s apparently monopolistic situation)



Challenges for Africa

 Pressing need to deepen the development of institutional 

investor base

 Mutual Fund industry (natural source of demand for commercial 

paper and short term notes)

 Pension Fund industry (longer term investors, depending on the 

characteristics of the pension fund)

 Life Insurance industry (longer term investors, in particular those 

offering annuities as a means of retirement)

 Widen the spectrum of local issuers

 Too much reliance on bank issuers. We have seen the inherent 

instability of the bank industry. A bank crisis cannot translate into a 

pension problem or into an insurance industry solvency problem 



Challenges for Africa

 Diversify the way institutional investors can access 

different financial instruments

 The use of private placement or hybrid placement systems 

can help issuers to come to markets

 But we need to allow institutional investors to invest in 

instruments issued this way
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