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Two routes for Zambia and Nigeria: one 
wiser than the other  
Often what sets countries apart is not so much whether 
they are hit by a crisis – all are – but how they react. The 
differing approaches of Zambia and Nigeria to drops in 
the price of copper and oil respectively amply illustrate 
this. 
 
Zambia is one of the world’s largest copper producers, 
the metal accounts for around 70% of the country’s 
exports and dominates its economy. Nigeria is even 
more reliant on oil exports than Zambia is for copper. In 
the current environment, both look like they are cursed.  
 
With copper prices down nearly 50% from their peak in 
2011 and the US dollar steadily strengthening, the 
Zambian kwacha has collapsed by over 50% versus the 
greenback this year. Meanwhile Nigeria’s growth is likely 
to be in the range of 3-4% this year, well below last year 
and official estimates; the official interest rate is 13% 
and inflation is climbing. To make matters worse, both 
countries have suffered setbacks in the last couple of 
weeks. Glencore announced it was suspending 
production for 18 months at its Mopani mine that 
contributed around 20% of the country’s total copper 
production in 2014. Production was suspended in order 
to build new processing facilities that would lower 
output costs, but the move appears to be part of 
Glencore’s broader downsizing given the cost cutting 
measures of the mining giant elsewhere.  
 
Nigeria was hit by the news that J.P. Morgan would drop 
the country from its widely followed local currency bond 

index over the next several months, the result of the 
imposition of administrative currency controls and a lack 
of foreign involvement in the local market. The loss of 
the coveted index status will probably translate into 
higher borrowing costs for Nigeria, which clearly 
benefitted from the inclusion into the GBI-EM indices 
back in October 2012.  
  
It is all a far cry from recent years which saw demand for 
copper help Zambia’s economy to double in size and 
high oil prices propel Nigeria to become the continent’s 
largest economy (helped immeasurably by a long 
overdue rebasing of its economy). Neither country did 
enough to use the those years of break neck growth, not 
to mention a relatively weak US dollar, to rebalance 
their economies away from their dependency on copper 
and oil.  
 
Now factors beyond their control have forced them to 
react. In a triumph of hope versus reality, Nigeria’s 
central bank governor has said that the country’s present 
woes are actually an opportunity to reduce the 
economy’s dependency on oil. It is but one of a series of 
bizarre proclamations and policies which are severely 
undermining the credibility of the central bank. 
Governor Godwin Emefiele has devalued the naira twice 
in an attempt to prop up its value before he stopped 
commercial banks from accepting US dollar deposits and 
imposed limits on US dollar ATM withdrawals.  
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All this has helped the central bank fritter away around 
20% of its foreign currency reserves this year. These 
officially stand at around $30 billion but are probably 
lower in reality because of the way the bank calculates 
them. Last month import restrictions were slapped on 
food, cement and other critical goods in a bid to 
encourage domestic production and prop up dwindling 
foreign currency reserves. The credibility of the central 
bank was already in question after Mr Emefiele’s 
charismatic predecessor Lamido Sanussi was sacked last 
year in return for unearthing a $20 billion shortfall in the 
country’s oil revenues. The current governor’s recent 
policies have bought his authority into question so much 
that one of the central bank’s own committee members 
public criticised Mr Emefiele. 
 
Zambia, by contrast, has explicitly said it will not 
intervene to support its currency even as foreign 
currency reserves stand at a paltry $2.6 billion. The 
government has started to bring in measures to reverse 
the fiscal position like auditing its payroll and could 
quite easily bring about changes which would help. They 
have finally resolved a long running tax dispute with 

mining companies but are yet to pay back the arrears. 
Refusing to support the currency has bolstered Zambia’s 
reputation as being able to face up to financial reality 
and act when it needs to. It rightly won plaudits last year 
when it moved quickly to hike rates in a bid to see off 
rising inflation and called in the IMF when the economy 
started to falter. 
 
The external forces which have imperilled both countries 
are not going to go away any time soon. Both countries 
will have to get used to the lower price environment, as 
it appears that supply and demand factors that have 
weighed on oil and copper are likely to remain intact in 
the coming years. China may be able to save China, but 
it will not be able to reverse the declining trend in 
commodity prices anytime soon. What counts now is 
how Zambian and Nigerian policy makers respond to the 
new reality.   
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