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Our Perspective

The first half of 2026 demonstrated that meaningful progress often 
emerges through gradual but deliberate change. While businesses 
continued to navigate a complex operating environment, improving 
macroeconomic conditions, evolving market dynamics and sustained 
policy implementation provided greater confidence for planning, 
investment and long-term growth.
 
At FirstBank, we understand that our clients require more than 
financial solutions. They need trusted insights that help them 
interpret change, identify opportunities and make informed 
decisions with confidence. This publication reflects our commitment 
to equipping businesses, investors, public sector institutions and 
individuals with timely perspectives on the developments shaping 
the economic and financial landscape. 

As we look to the second half of the year, the pace of change is 
unlikely to slow. Global developments will continue to influence 
domestic outcomes, while new opportunities will emerge for 
organisations that remain agile, informed and forward-looking. We 
remain committed to partnering with our clients at every stage of 
that journey, combining our deep market expertise, strong regional 
presence and enduring relationships to support sustainable growth 
and shared prosperity. 

Olusegun Alebiosu 
Managing Director & CEO 

FirstBank Group 

The pace of change across today's business environment continues to 
accelerate, requiring organisations to rethink how they create value, respond 
to disruption and position for long-term success. Competitive advantage is 
increasingly shaped by an institution's ability to transform with purpose, 
harness intelligence effectively and make decisions that anticipate change 
rather than react to it. 

At FirstBank, we view enterprise transformation as a continuous journey of 
strengthening capabilities, enhancing execution and building an institution 
that remains relevant in a rapidly evolving world. Complementing this is our 
commitment to intelligence driven decision making, ensuring that strategic 
choices are informed by rigorous analysis, forward looking perspectives and a 
deep understanding of the economic, market and business forces shaping the 
future. These capabilities enable us to respond more effectively to change 
while creating greater value for our clients, shareholders and the 
communities we serve. 

Reading the Signals | The Next Half reflects this philosophy. It brings together 
our assessment of the developments that defined the first half of 2026 and 
the trends likely to shape the months ahead, providing practical insights to 
support more informed decisions in an increasingly dynamic operating 
environment. We trust that it will serve as a valuable resource as our clients 
navigate the opportunities and challenges that lie ahead. 

Dr. Julius B. Omodayo-Owotuga (JB)  
Executive Director, Enterprise Transformation and Intelligence

FirstBank Group 

Economic and financial markets rarely change direction without first sending 
signals. Some are immediate and unmistakable, while others emerge more 
gradually, becoming clearer when viewed alongside broader developments 
across the global, regional and domestic landscape. The first half of 2026 
produced several such signals, pointing to an economy that is becoming more 
stable in some respects while entering a new phase shaped increasingly by 
external developments. Nigeria's macroeconomic environment continued to 
evolve as policy reforms supported improvements in foreign exchange market 
conditions, strengthened market confidence and reinforced the foundations for 
economic activity. At the same time, developments beyond Nigeria's borders, 
including shifts in global growth, trade policy, commodity markets and financial 
conditions, assumed greater importance in shaping domestic outcomes. This 
growing interaction between global and domestic developments is likely to 
define the operating environment through the remainder of the year. 

This publication has been developed to move beyond reporting developments to 
interpreting what they mean. It examines the signals emerging across global, 
regional and domestic markets, explores their implications for businesses, 
investors and policymakers, and highlights the opportunities and risks likely to 
shape the second half of 2026. Our objective is to equip our clients with timely, 
rigorous and forward-looking analysis that supports sound decision making in an 
increasingly dynamic environment. 

Chinwe Egwim
Chief Economist

FirstBank Group 



Executive Brief

The first half of 2026 marked an important inflection point for Nigeria's economy. Following two years of significant policy 

adjustment, the macroeconomic environment has become more stable, supported by improved foreign exchange market 

conditions, stronger external reserves, renewed investor confidence and resilient financial markets. These developments represent 

meaningful progress, however, the central question is no longer the restoration of macroeconomic stability, but the extent to which 

that stability begins to strengthen productive economic activity, stimulate private investment and deliver broader improvements 

across the real economy. The global environment remained equally significant during H1. Diverging growth trajectories across major 

economies, evolving trade policies, shifting monetary policy expectations, geopolitical developments and commodity market 

dynamics continued to shape capital flows, investment decisions and market sentiment. These external developments increasingly 

reinforce the need to assess Nigeria's economic outlook within a broader international context.

Reading the Signals | The Next Half presents FirstBank's integrated assessment of the developments that defined H1 2026 and the 

forces expected to shape the remainder of the year. Drawing on analysis of the global economy, FirstBank's regional markets, 

Nigeria's macroeconomic environment, key sectors and financial markets, the publication identifies the developments most relevant 

to businesses, investors, policymakers and other economic stakeholders. A consistent message emerges throughout this report. 

Macroeconomic stabilisation, while necessary, represents only one stage of economic progress. Greater significance will increasingly 

be attached to stronger private investment, broader sectoral participation in growth, rising productivity, expanding domestic value 

addition and improving household welfare. These developments will provide a more meaningful assessment of Nigeria's economic 

trajectory than headline macroeconomic indicators alone.
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The report concludes with FirstBank's H2 2026 Base Case, outlining our central expectations for key macroeconomic and 

financial market indicators together with the principal developments expected to influence those outcomes. The analysis 

provides a practical framework for interpreting economic developments, assessing emerging opportunities and supporting 

informed business, investment and policy decisions during the second half of 2026.

Macroeconomic stabilisation is 
the foundation, but our 
collective focus must now shift 
to strengthening productive 
activity, accelerating private 
investment and delivering 
broad-based improvements 
that create lasting prosperity 
for Nigerians.
________

This Is The Next Half



Real GDP Growth
Headline Inflation
(June 2026)

3.89% 15.91%

Monetary Policy Rate

26.5%

Official Exchange
Rate (NFEM)

N1,376/USD

H1 2026 At A Glance

In Q1, economic activity remained resilient, 
supported primarily by continued expansion 
across non-oil sectors. 

H1 2026 Snapshot - Nigeria

The Numbers Behind The Narrative 

Inflation moderated marginally in June. However, 
it remained elevated, reflecting persistent food 
price pressures and structural constraints.

The Central Bank maintained its policy rate 
through the first half of the year as inflation 
remained above target despite improving 
macroeconomic conditions.

Foreign exchange market conditions continued to 
improve, supported by stronger liquidity, increased 
market turnover and sustained policy implementation. 

30 June 2026 Closing Rate

External Reserves

$51.46bn

External reserves strengthened further during the 
review period, providing additional support for 
external stability and market confidence. 

30 June 2026

NGX All Share Index 

229,419.18

The domestic equity market extended its strong 
performance during the first half, supported by 
improved investor sentiment and continued 
earnings resilience. 

30 June 2026

Brent Crude Oil

$67.61bn

Oil prices moderated over the review period as 
improving supply conditions outweighed 
geopolitical risk premiums, creating a less 
supportive external environment for oil exporting 
economies. 

30 June 2026 Closing Price

NGX Market 
Capitalisation 

N147.2trn
Market capitalisation reached a milestone as 
sustained buying interest and positive market 
performance supported further value creation. 

30 June 2026
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GLOBAL ECONOMY

The global economy entered 2026 with stronger momentum than anticipated, supported by resilient consumer 
spending, easing supply chain constraints and continued expansion across services sectors. As the first half progressed, 
however, the pace of activity became increasingly uneven as trade policy uncertainty, geopolitical developments and 
country specific challenges produced a more differentiated global growth landscape. Rather than moving in a common 
direction, major economies increasingly followed distinct growth trajectories, reflecting differences in domestic 
demand, policy settings and external exposures.

The United States remained one of the principal drivers of global growth, although economic activity moderated over 
the review period as elevated borrowing costs, softer business investment and growing trade uncertainty weighed on 
momentum. Labour market conditions remained relatively resilient and household spending continued to provide 
support, although businesses became increasingly cautious as policy uncertainty surrounding tariffs, taxation and trade 
negotiations intensified. Across the Euro Area, economic activity remained subdued as weak manufacturing output, 
sluggish external demand and fragile business confidence constrained the pace of recovery despite further progress in 
reducing inflation.

China continued to face a more challenging operating environment. Persistent weakness within the property sector, 
subdued household consumption and softer manufacturing activity moderated growth despite targeted fiscal and 
monetary measures aimed at supporting domestic demand. 

Nevertheless, investment linked to advanced manufacturing, technology and renewable energy continued to provide 
important areas of strength, reinforcing China's central role within global manufacturing and commodity markets.

Across emerging markets, economic performance became increasingly differentiated as countries responded to varying 
combinations of domestic reforms, external financing conditions and commodity price developments. Economies 
characterised by stronger macroeconomic management, policy credibility and diversified growth drivers generally 
continued to attract investor interest, while countries with greater dependence on external financing or commodity 
exports remained more exposed to changes in global financial conditions and international prices.

Trade developments emerged as one of the defining themes of the first half of the year. The expansion of tariff 
measures, continued trade negotiations and broader policy uncertainty influenced investment decisions, production 
strategies and cross border commerce. 

Businesses increasingly accelerated efforts to diversify production locations, strengthen supply chain resilience and 
reduce concentration risks, reinforcing structural shifts that have been underway since the pandemic. Although global 
merchandise trade continued to expand, the pace remained uneven as policy uncertainty, weaker manufacturing 
activity and changing trade relationships influenced business confidence and international investment decisions.

Global Economy
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Monetary policy expectations remained a significant driver of global economic and financial market developments 
during the first half of 2026, confidence that major central banks would embark on rapid or synchronised policy easing 
gradually faded, with policymakers placing greater emphasis on incoming data before signalling further adjustments to 
benchmark interest rates.

This produced increasing divergence across major central banks, as monetary policy decisions increasingly reflected 
country-specific inflation dynamics, growth conditions, and exposure to external shocks rather than a common global 
policy trajectory. Financial markets repeatedly reassessed expectations for the future path of monetary policy as 
successive inflation releases, labour market reports and central bank communications reshaped perceptions of the 
policy outlook. As a result, expectations for the future path of interest rates became increasingly responsive to 
incoming economic data.

The repricing of monetary policy expectations was reflected across global financial markets. Government bond yields 
experienced repeated swings as investors reassessed the outlook for policy rates and economic growth, while foreign 
exchange markets responded to widening and narrowing interest rate differentials across major economies. These 
developments also influenced global capital allocation, with investors increasingly rewarding economies characterised 
by credible policy frameworks, sustainable fiscal positions and stronger macroeconomic fundamentals. As global 
liquidity conditions remained restrictive by historical standards, capital became more discerning, reinforcing greater 
differentiation across developed and emerging markets.

Geopolitical developments emerged as one of the defining influences on the global economy during the first half of 
2026. Tensions in the Middle East intensified significantly following direct military exchanges between Iran and Israel 
during June, raising concerns over regional stability, energy security and the potential disruption of global trade routes. 
Financial markets responded swiftly, with investors initially pricing in a higher geopolitical risk premium amid growing 
concerns that the conflict could broaden beyond the immediate region.

The market's attention centered on the Strait of Hormuz, a critical maritime corridor through which approximately one 
fifth of globally traded crude oil passes.

Global Economy

The prospect of disruption to this route, together with continuing security concerns around the Red Sea shipping 
corridor, renewed concerns over global energy supplies, freight costs, supply chain efficiency and inflation. 
International shipping operators continued to adjust routing decisions and risk management strategies in response to 
these developments, reinforcing the extent to which geopolitical events continue to influence global trade beyond the 
countries directly involved.

The escalation initially drove a sharp increase in crude oil prices as markets incorporated the possibility of supply 
disruptions. However, that upward momentum proved relatively short lived. Diplomatic efforts, the absence of 
sustained disruptions to physical oil flows and expectations of additional supply from OPEC+ contributed to a rapid 
unwinding of geopolitical risk premiums, allowing oil prices to moderate towards the end of the review period. The 
episode nevertheless underscored the sensitivity of global commodity markets to geopolitical developments and the 
speed with which investor sentiment can shift as geopolitical risks evolve.

Commodity markets reflected the evolving macroeconomic and geopolitical landscape throughout the first half of the 
year, with performance varying significantly across asset classes. Energy markets experienced the greatest volatility as 
geopolitical developments in the Middle East, changing supply expectations and successive OPEC+ production decisions 
drove pronounced price movements. Although crude oil prices strengthened sharply during the escalation of tensions 
between Iran and Israel, improved supply conditions and expectations of additional OPEC+ output contributed to a 
moderation in prices as the review period drew to a close.

Precious metals extended their strong performance during the first half, with gold reaching successive record highs as 
central bank purchases remained robust and investors increased allocations to safe-haven assets in response to 
geopolitical uncertainty and evolving monetary policy expectations. Industrial metals presented a more mixed picture. 
Softer manufacturing activity and subdued construction demand, particularly in China, moderated prices for several 
base metals, while continued investment associated with electrification, renewable energy, artificial intelligence and 
digital infrastructure provided support for metals critical to the global energy transition.

Agricultural commodity markets remained comparatively balanced despite periodic disruptions. Improved production 

across several major exporting countries helped moderate price pressures for a few staple crops, although adverse 

weather conditions, changing trade policies and logistics challenges continued to generate volatility across selected 

agricultural commodities. Cocoa prices remained elevated by historical standards following supply constraints in key 

West African producing countries, while coffee markets also experienced episodes of heightened volatility linked to 

weather related production risks.



Reading the Signals  |  The Next Half 06

Global financial markets navigated these developments with notable resilience. Equity markets continued to benefit 

from solid corporate earnings and sustained investment in technology, particularly businesses linked to artificial 

intelligence and digital infrastructure, although performance became increasingly differentiated across sectors and 

regions. Government bond markets remained highly responsive to changing interest rate expectations, while foreign 

exchange markets reflected shifting monetary policy differentials and periodic adjustments in investor risk appetite. 

Capital allocation also became more selective, with investors placing greater emphasis on macroeconomic 

fundamentals, fiscal sustainability and policy credibility when assessing opportunities across both developed and 

emerging markets. 

As the second half of 2026 begins, the global environment is expected to remain characterized by uneven economic 

growth, evolving trade relationships, differentiated monetary policy paths and elevated geopolitical uncertainty. The 

interaction of these developments will continue to shape commodity markets, financial conditions and investment 

decisions, requiring businesses and investors to remain agile in responding to an increasingly dynamic global landscape.

Global Economy
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Economic conditions across FirstBank's African footprint continued to improve during the 
first half of 2026, although the pace and composition of growth varied across markets. 
The region was characterised by strengthening reform momentum, improving 
macroeconomic stability in several economies and increasing differentiation in policy 
execution. While some countries entered a firmer phase of recovery supported by 
improving confidence and stronger domestic activity, others remained focused on fiscal 
consolidation, inflation management and strengthening external balances. These 
differences increasingly shaped investment decisions, business confidence and economic 
performance across the region. 

Growth remained broadly supported by domestic demand, mining, agriculture, 
infrastructure development and services, although individual markets continued to exhibit 
distinct growth drivers. Ghana's recovery gained further traction as economic activity 
strengthened under its macroeconomic adjustment programme. Guinea continued to 
benefit from sustained mining investment and expanding mineral exports, while the 
Democratic Republic of the Congo remained supported by strong copper and cobalt 
production despite ongoing security challenges in the eastern region. Senegal entered a 
new phase following the commencement of hydrocarbon production, although fiscal 
developments and ongoing engagement with the IMF became increasingly important 
determinants of investor confidence. Sierra Leone and The Gambia maintained positive 
growth momentum, supported by agriculture, tourism, remittances and continued reform 
implementation, albeit with varying macroeconomic challenges.  

Macroeconomic policy remained centred on preserving stability and strengthening 
confidence. Several central banks maintained relatively restrictive monetary policy to 
consolidate progress in containing inflation, while governments continued efforts to 
strengthen fiscal positions, improve domestic revenue mobilisation and reinforce 
macroeconomic credibility. Progress remained uneven across the region, reflecting 
differences in inflation dynamics, exchange rate conditions, debt burdens and access to 
external financing. Increasingly, investors rewarded economies demonstrating consistent 
policy implementation, credible reform programmes and prudent macroeconomic 
management.  

Sectoral developments also continued to reshape the region's growth profile. Mining 
remained a major source of investment and export earnings across several markets, while 
energy assumed greater prominence following Senegal's emergence as an oil and gas 
producer. Agriculture continued to support employment and domestic demand, although 
weather conditions and commodity price movements influenced outcomes across 
individual economies.

Firstbank's Regional Markets | Our Vantage Point 

Tourism strengthened further in markets benefiting from increased visitor arrivals, while financial services, telecommunications and digital payments continued to expand 
as important contributors to economic activity and financial inclusion. 

Looking ahead, the outlook across FirstBank's regional footprint remains cautiously optimistic. Continued reform implementation, improving macroeconomic 
fundamentals and sustained investment across mining, energy, infrastructure and financial services are expected to support growth through the second half of 2026. At 
the same time, developments in global trade, commodity markets, external financing conditions and domestic policy execution will continue to shape performance across 
individual markets. For businesses and investors, the regional opportunity is becoming increasingly differentiated, reinforcing the importance of country specific analysis in 
identifying sectors and markets best positioned for sustainable growth. 

Ghana

▪ Recovery accelerated under IMF-
supported programme.

▪ Inflation moderating.
▪ Stronger cedi stability.
▪ Improved investor confidence.

Market Snapshots

Sierra Leone

▪ Growth supported by agriculture, 
mining & services.

▪ Inflation easing.
▪ Strong remittances & tourism.
▪ Fiscal consolidation continued.

The Gambia

▪ Sustained growth momentum.
▪ Tourism and agriculture remain 

strong.
▪ Fiscal position improving.
▪ Inflation contained.

Guinea

▪ Mining investment and export 
growth sustained.

▪ Stronger fiscal position
▪ Inflation easing.
▪ Infrastructure development 

accelerates.

D.R. Congo

▪ Robust copper & cobalt production..
▪ Mining drives growth Security 

challenges persist.
▪ Infrastructure gaps remain.

Senegal

▪ Hydrocarbon production begun.
▪ Fiscal pressures remain.
▪ IMF engagement critical.
▪ Investor confidence improving.

Regional Themes Shaping H2 2026 Outlook

Resource-driven markets

Reform-led recovery markets

Frontier growth markets

Sustained reform 
implementation and 
policy discipline

Attraction of more investment 
in mining, energy and 
infrastructure

Strengthening fiscal 
positions and revenue 
mobilisation

Agriculture and food 
security remain critical 
priorities

Digital financial services 
driving inclusion and 
growth

The outlook across our SSA footprint is cautiously optimistic. 
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West Africa continues to offer attractive long-term opportunities, but policy credibility has become the principal differentiator for 
investor confidence across regional markets.

FirstBank Insight

Country Scorecard | Ghana & Senegal
H1 In Review  |  H2 Outlook

Senegal's macroeconomic narrative shifted from hydrocarbons toward restoring fiscal 

credibility after previously undisclosed public debt materially changed investor perceptions.

Ghana's macroeconomic recovery strengthened during H1 2026 as GDP growth 

accelerated, inflation remained within target despite a modest uptick, and IMF-

supported reforms continued to reinforce investor confidence.

GDP Growth

Q1 2026 (y/y)

Inflation

June 2026 (y/y)

5.3%

IMF Programme

Fiscal reforms 
continue

Policy Rate

Held steady

14.0%

• Fiscal discipline

• Inflation moderation

• Monetary easing potential

• Investor confidence
Watch For

6.4%

Debt Transparency

Issue

Dominant

Hydrocarbon Production

progress

Improving

Fiscal Consolation

Ongoing efforts

In Progress

IMF Engagement

To credibility

Critical

• IMF negotiations

• Sovereign funding access

• Fiscal credibility

• External financing
Watch For

H1 In Review H1 In Review

Positive
Cautiously 
Optimistic

Key Developments

H2 Outlook

Outlook Meter

Key Developments

Recovery Outlook

H2 Outlook

Ghana Senegal
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Commodity strength, reform momentum and prudent macroeconomic management continue to underpin growth across several 
regional economies, although the pace of progress remains uneven.

FirstBank Insight

Country Scorecard | Guinea & Sierra Leone
H1 In Review  |  H2 Outlook

Sierra Leone’s inflation story changed significantly in H1 2026. After declining sharply through 

2025, headline inflation rose from 10.83% y/y in April  to 12.69% in May, as renewed food and 

energy pressures interrupted the earlier disinflation trend. 

Guinea maintained its position as one of the region’s strongest growth markets in H1 

2026, supported by mining activity and continued investment in large scale transport and 

export infrastructure. 

Guinea Sierra Leone

STRONG MINING EXPORTS

Bauxite, gold 
and iron ore

ECONOMIC GROWTH

Driven by mining 
and construction

Solid

KEY CHALLENGES

Limit broader impact

Infrastructure & 
Governance

INVESTMENT PIPELINE

Mining and 
Infrastructure

Expanding

• Infrastructure delivery

• Governance reforms

• Export diversification

• Investment execution
WATCH FOR

Sustained

AGRICULTURE

Key driver of 
growth

Strong

MINING SECTOR

Iron ore production 
supporting exports

Resilient

REMITTANCES

Boosting household  
consumption

Supportive

REFORM PROGRESS

Fiscal consolidation 
and governance

Continued

• Fiscal discipline

• Mining sector performance

• Remittance flows

• Investment in infrastructure
WATCH FOR

H1 In Review H1 In Review

Cautiously 
Optimistic

Cautiously 
Optimistic

Key Developments

H2 Outlook

Outlook Meter

Key Developments

Outlook Meter

H2 Outlook
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Strong performance and policy discipline in some markets contrast with structural and security challenges in others, underscoring the 
importance of country fundamentals in shaping investment outcomes.

FirstBank Insight

Country Scorecard | The Gambia & DRC
H1 In Review  |  H2 Outlook

The DRC benefitted from high commodity prices and strong mining output in H1 2026, but 
insecurity in the East and infrastructure constraints continue to weigh on growth and fiscal 
outcomes.

The Gambia sustained strong economic performance in H1 2026, driven by robust 
tourism, construction activity, and prudent fiscal management, reinforcing external 
buffers and investor confidence.

The Gambia D.R Congo

Tourism Growth

Strong visitor arrivals 
and receipt

Construction Activity

Public and private 
investment rising

Strong

External Position

Reserves adequate, cedi 
stable

Stable

Fiscal Management

Deficit contained, debt 
sustainable

Prudent

• Tourism momentum

• Fiscal discipline

• Infrastructure delivery

• External risks
WATCH FOR

Robust

Mining Output

Copper and cobalt 
production up

Strong

Security Challenges

Conflict in the East 
disrupting activity

Persist

Infrastructure Constraints

Transport and power 
limitations

Binding

Fiscal Pressures

Revenue shortfalls, 
spending pressures

Elevated

• Security developments

• Infrastructure progress

• Commodity prices

• Fiscal consolidation
WATCH FOR

H1 In Review H1 In Review

Positive
Cautiously 
Optimistic

Key Developments

H2 Outlook

Outlook Meter

Key Developments

Outlook Meter

H2 Outlook
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GLOBAL ECONOMY

The first half of 2026 provided further evidence that Nigeria's macroeconomic adjustment is becoming increasingly 
reflected in market outcomes. Conditions within the foreign exchange market improved further, external buffers 
strengthened and confidence continued to recover. At the same time, inflation remained elevated, financing conditions 
stayed restrictive, and the benefits of greater macroeconomic stability were yet to be fully transmitted across the real 
economy. 

Economic growth remained resilient, expanding by 3.89% y/y in Q1 2026, supported primarily by continued activity 
across non-oil sectors, which accounted for more than 96% of total output. Financial services, information and 
communications, crop production and oil refining recorded notable expansion during the quarter, reinforcing the 
increasing importance of non-oil activities in sustaining growth. However, the composition of growth also highlights an 
important consideration. While output continued to expand, improvements in household purchasing power, private 
investment and labour market conditions remained more gradual, suggesting that the quality of growth is becoming 
just as important as the pace of growth. 

Macroeconomic conditions became more supportive during the review period. Liquidity within the Nigerian Foreign 
Exchange Market continued to improve, supported by sustained policy implementation, stronger market turnover and 
improving market confidence. Exchange rate movements also became less volatile than during earlier phases of the 
adjustment process, providing businesses and investors with a more predictable operating environment. Although 
external reserves remained supportive despite softer global oil prices, sustaining these gains will increasingly depend on 
continued policy consistency, stronger non-oil export earnings and the economy's capacity to attract stable foreign 
capital.

The first half also highlighted a subtle but important shift in Nigeria’s macroeconomic challenges. Earlier concerns 
centred primarily on restoring stability following significant policy adjustments. Increasingly, attention is shifting 
towards translating that stability into stronger investment, higher productivity, improved competitiveness and broader 
improvements in living standards. The second half of the year is therefore likely to be defined less by the direction of 
policy and more by the effectiveness with which recent macroeconomic gains are converted into stronger and more 
inclusive economic outcomes. 

Nigeria | Reading The Signals 
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Nigeria | Reading The Signals 
Growth & Economic Activity 

Nigeria's economy expanded by 3.89% y/y in Q1 2026, marking a modest improvement from 3.13% recorded in the 

corresponding period of 2025, although below the 4.07% recorded in the preceding quarter. Growth remained 

overwhelmingly driven by the non-oil economy, which accounted for 96% of total output, reinforcing the continued shift in 

the structure of economic activity. While this performance reflects the economy's ability to sustain expansion despite a 

challenging operating environment, it also suggests that stronger headline growth has yet to translate into broad based 

improvements across the wider economy. 

The composition of growth provides a more nuanced assessment of current economic conditions. Agriculture remained 

Nigeria's largest sector, accounting for 23.16% of real GDP, followed by Trade at 17.89%, Real Estate at 13.10%, Information 

and Communications at 11.31% and Manufacturing at approximately 8.8%. These five sectors contributed almost three 

quarters of total economic activity, highlighting the continued concentration of output within a relatively small number of 

sectors. Importantly, Agriculture and Trade alone accounted for more than 41% of the economy, yet expanded by just 3.15% 

and 2.08% respectively, highlighting the importance of raising productivity within sectors that have the greatest influence on 

overall economic performance. 

Performance across the production sectors remained uneven. Financial and Insurance Services expanded by 8.54% y/y, 

Information and Communications grew by 10.98%, while Oil Refining recorded exceptional growth of 37.46%, reflecting 

continued improvements in domestic refining activity. By comparison, several manufacturing sub sectors recorded 

considerably more modest expansion, illustrating that improvements remain concentrated rather than broad based. The 

divergence between high performing sectors and the wider economy suggests that Nigeria's growth story continues to 

depend on a relatively limited number of activities, while significant opportunities remain to strengthen productivity, 

investment and value addition across the broader economic landscape. 

The first half therefore reinforces an important message. Nigeria is sustaining economic growth, but the next phase of 

expansion will increasingly depend on improving the quality, breadth and inclusiveness of that growth. Strengthening 

productivity across agriculture and trade, deepening industrial activity beyond refining, encouraging greater private sector 

investment and translating macroeconomic stability into stronger household and business outcomes will be critical in 

determining the pace and sustainability of growth through the remainder of 2026.

Agriculture

23.16% 
of real GDP

Trade

17.89% 
Of real GDP

Real Estate

13.10% 
of real GDP

Information & 
Communication

11.31% 
of real GDP

Manufacturing

9.57% 
of real GDP

Sectoral Contributions (Q1 2026)
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Nigeria | Reading The Signals 
Prices & Monetary Conditions 

Inflation remained Nigeria's principal macroeconomic challenge during the first half of 2026, although developments 

beneath the headline suggest that the inflation story is becoming more nuanced. Headline inflation moderated 

marginally from 15.93% y/y in May to 15.91% y/y in June, following three-consecutive monthly increases. June’s inflation 

figures suggest that Nigeria may be approaching a plateau, the evidence remains insufficient to confirm a sustained 

decline The latest inflation dynamics suggests that the factors driving prices are not moving in the same direction. 

Relative stability in the foreign exchange market, policy consistency and softer global oil prices are beginning to support 

lower non-food inflation. At the same time, food prices continue to face pressure from seasonal factors, transportation 

costs and domestic supply conditions The implication is that while inflation remains elevated, the factors sustaining price 

pressures are becoming increasingly differentiated, requiring a more targeted interpretation of inflation dynamics. 

Food inflation continued to account for a significant share of overall price pressures, reflecting structural constraints 

within domestic food supply, seasonal factors, logistics costs and insecurity affecting agricultural production in parts of 

the country. Core inflation also remained elevated, although improving foreign exchange market conditions helped 

moderate exchange rate pass through relative to earlier phases of the adjustment process. This suggests that while 

imported inflation remains an important consideration, domestic structural factors continue to exert greater influence 

over the inflation outlook. 

Monetary policy remained appropriately cautious throughout the review period. The Monetary Policy Committee 

retained the Monetary Policy Rate at 26.50%, reflecting a balanced assessment of persistent inflation and improving 

macroeconomic conditions. Although foreign exchange market stability continued to improve and external buffers 

strengthened, inflation remained well above the Bank's long-term objective. The decision to maintain the existing policy 

stance also recognized that prevailing inflationary pressures were increasingly linked to food supply conditions, transport 

costs and other structural factors that monetary policy alone cannot resolve. Maintaining policy continuity therefore 

helped reinforce credibility while allowing earlier tightening measures to continue filtering through the economy. 

The trajectory of inflation will depend less on additional monetary tightening and more on developments affecting 

domestic food supply, exchange rate stability, transportation costs and global energy prices. Sustaining improvements in 

foreign exchange market conditions, preserving policy credibility and addressing structural bottlenecks within agriculture 

and logistics will be central to achieving a more durable moderation in inflation during the second half of the year.

Food Inflation Remains The Main Driver

Structural supply constraints, seasonal 
factors, logistics costs and insecurity 
continued to fuel food price pressures.

Core Inflation Stays Elevated

Improving FX market conditions helped 
moderate exchange rate pass through compared 
to earlier phases.

MPR

MPC retained the MPR at 26.50%, balancing 
persistent inflation with improving 
macroeconomic conditions.

Inflation Drivers

Increase from 15.10% (Jan) to 15.91% (June) 
reflects base effects, food prices, transport 
costs and earlier policy adjustments.

Policy Continuity Reinforces Credibility

Maintaining the stance allows earlier tightening 
measures to keep working through the economy.

Structural Factors Dominate Outlook 

Food supply, transport costs and other structural 
issues are the main drivers of current inflation.

Key Highlights (H1 2026)
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Nigeria | Reading The Signals 
External Sector & Foreign Exchange 
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Nigeria | Reading The Signals 
Fiscal Position & Public Finance
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Sector Intelligence 
Agriculture

H2 2026 Outlook

Improved rains expected to boost output in H2.

Continued policy support and financing to enhance productivity.

Focus on reducing post-harvest losses and improving rural infrastructure.

Strong export prospects for cash crops to support
FX earnings.
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Sector Intelligence 
Oil & Gas
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Sector Intelligence 
Manufacturing
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Sector Intelligence 
Financial Services & Digital Finance 

H2 2026 Outlook

Structural reforms will drive medium-term resilience, 
with policy execution becoming more important than 
additional monetary tightening.

Macroeconomic stability is expected to improve 
gradually, supported by exchange rate stability and 
easing supply-side pressures.

Sustained investment and productivity gains will be 
critical to unlocking stronger, broad-based economic 
growth.
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Sector Intelligence 
Trade & Consumer 
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Sector Intelligence 
Information & Communications Technology 



Financial 
Markets

6.
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GLOBAL ECONOMY

Nigeria's financial markets entered 2026 from a fundamentally different position than a year earlier. The first half was 
characterised not simply by stronger asset prices, but by a broader improvement in market function. Foreign exchange 
liquidity improved, capital market activity accelerated, government securities continued to attract robust demand and 
investors responded positively to greater policy consistency. More importantly, the period demonstrated that domestic 
financial markets are increasingly capable of mobilising capital to support large scale economic reforms while 
continuing to intermediate savings across the wider economy. 

The defining market development during H1 was the successful completion of the banking sector recapitalisation 
programme. Rather than relying principally on mergers or regulatory intervention, Nigerian banks raised approximately 
₦4.65trn through the capital market over the 24-month exercise, with 72.55% of the capital sourced domestically. 
According to the Central Bank of Nigeria (CBN), 33 banks met the revised minimum capital requirements following the 
conclusion of the recapitalisation exercise, illustrating the growing depth of Nigeria's domestic investor base and the 
market's capacity to finance systemic reform. The broader significance extends beyond the banking industry. The 
recapitalisation exercise demonstrated that the Nigerian capital market is increasingly serving as a channel through 
which long term domestic savings are mobilised into productive investment. It also expanded retail investor 
participation through digital subscription platforms while strengthening confidence in market infrastructure, disclosure 
standards and regulatory coordination. These developments represent an important step in the continued maturation 
of Nigeria's financial markets. 

The equity market extended the strong momentum established in 2025, supported by improving macroeconomic 
conditions, resilient corporate earnings and heightened investor interest in banking stocks as recapitalisation 
progressed. The NGX All Share Index continued to reach successive record highs during H1, reflecting both stronger 
earnings expectations and greater confidence in the direction of economic policy. Market activity also became 
increasingly broad based. According to NGX portfolio investment statistics, domestic investors accounted for the 
majority of equity transactions during the review period, highlighting the growing importance of local institutional and 
retail investors in supporting market liquidity. While foreign participation improved, domestic capital remained the 
principal driver of market performance, reducing dependence on volatile external portfolio flows. 

The fixed income market remained supported by restrictive monetary conditions. The Monetary Policy Committee 
maintained the Monetary Policy Rate at 26.5% throughout the first half, preserving relatively attractive nominal yields 
across NTBs and FGN Bonds. Demand at government securities auctions remained robust despite elevated issuance, 
reflecting continued investor preference for high quality fixed income assets in an environment where inflation 
remained above the policy target. 

Rather than anticipating an imminent easing cycle, investors increasingly recognised that monetary policy would remain 
data dependent, particularly given the renewed acceleration in headline inflation during the second quarter. 
Consequently, investment decisions increasingly reflected carry opportunities and duration management rather than 
expectations of rapid capital gains from falling yields. 

Financial Markets
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Beyond domestic market performance, Nigeria recorded an important improvement in international market 
perception. In April, FTSE Russell announced that Nigeria would be reclassified from "Unclassified" to "Frontier Market" 
status, effective September 2026. The decision reflected improvements in market accessibility, settlement efficiency, 
regulatory oversight and, critically, the easing of concerns around capital repatriation following foreign exchange 
market reforms. While the immediate impact on capital inflows may be modest, the decision carries broader 
significance. Frontier market classification improves Nigeria's visibility within global investment benchmarks and 
increases the likelihood of renewed consideration by international asset managers whose mandates are linked to 
recognised market indices. It also provides independent validation that recent market reforms are improving the 
functioning of Nigeria's financial system rather than simply influencing short term asset prices.

Financial markets begin the second half of the year from a considerably stronger position than at the start of 2026. 
Equity valuations are increasingly dependent on earnings delivery rather than sentiment alone, fixed income continues 
to offer attractive carry across selected maturities and improvements in foreign exchange market liquidity have reduced 
one of the principal constraints to international investor participation. 

The more important question is no longer whether confidence has improved, but whether stronger market conditions 
can translate into higher levels of productive investment. Sustaining that transition will depend on continued policy 
consistency, credible macroeconomic management and the ability of financial markets to channel capital towards 
sectors capable of supporting durable economic expansion.

Financial Markets

H2 2026 Outlook

Outlook remains positive.
Supported by easing inflation, policy stability, strong corporate earnings and improved market liquidity.

Stronger capital market momentum.
Expected to continue with broader participation and robust activity across equities and fixed income.

Focus on productive investment.
Deepening reforms, macro stability and efficient capital allocation will be critical to driving long-term growth.



H2 2026 Base Case 
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H2 2026 Base Case

Real GDP Growth 

Inflation

Monetary Policy Rate (MPR) 

Exchange Rate

External Reserves 

3.8 – 4.2% 

Gradual moderation, with periodic 
upside pressures 

Hold

Broad stability

(₦1,380 – 1,480/US$) 

Stable to modestly higher

(= or > US$45bn) 

Non-oil sector resilience, domestic refining, ICT expansion, financial intermediation, improving 
business confidence and gradual recovery in private investment. 

Harvest season, food supply conditions, exchange rate stability, transport costs, energy prices, 
weather conditions, agricultural output and election-related liquidity. 

Inflation trajectory, exchange rate stability, inflation expectations, liquidity conditions and the MPC's 
assessment of underlying price pressures. 

Foreign exchange market liquidity, oil export receipts, autonomous FX inflows, portfolio 
investment, external reserves and policy consistency. 

Oil export earnings, current account performance, portfolio inflows, non-oil exports and 
reserve management by the Central Bank. 

Oil (Avg.) US$70 – 80/b OPEC+ production policy, geopolitical developments, global demand conditions and supply 
disruptions. 

Equities
Expected to remain favourable, with returns 

becoming increasingly earnings-driven Corporate earnings, banking recapitalisation, domestic institutional liquidity, foreign investor 
participation, valuation discipline and macroeconomic stability. 

Fixed Income
Yields expected to remain elevated, sustaining 

investor demand for government securities Monetary policy stance, inflation trajectory, government borrowing programme, system liquidity 
and expectations regarding the timing of policy easing. 

Indicator Firstbank H2 2026 Base Case What Will Drive The Outcome 
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Broadening The 
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H2 2026 Outlook | Broadening The Recovery 

1 2

3 4
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H2 2026 Outlook | Broadening The Recovery 

4 5

6
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