FG endorses more tax waivers for bonds market 
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In addition to the previous tax waivers granted for the issuance of sub-national and corporate bonds under the Companies Income Tax Act (CITA), Acting President Goodluck Jonathan has extended the waivers to include Personal Income Tax Act (PITA), Value Added Tax (VAT) and Capital Gains Tax (CGT). 

Jonathan also endorsed waivers for short-term Federal Government securities and approved a cut in stamp duties for re-issuing debentures with the intention of reducing transaction costs in the bond market with an anticipated positive multiplier effect on the overall economy. 

The decision boosts efforts of the Central Bank of Nigeria (CBN) and the Securities and Exchange Commission (SEC) to deepen the bond market which has been dominated by Government bonds over the years. Mansur Muktar, minister of finance, said these were part of government efforts to address key issues hampering the development of a vibrant sub-national and corporate bond market in Nigeria. 

He also disclosed Federal Government’s renewed interest in issuing the $500 million sovereign bonds. At the formal launch of the restructured Nigeria International Debt Fund (NIDF) and the 2010 Nigerian Bond Market Report by Afrinvest in Abuja, Muktar said the recent global economic and financial crisis had reinforced the need to nurture a strong and vibrant domestic bond market as a viable alternative source of providing long-term finance to fund the nation’s growth and development. 

Set up in 1997, the NIDF was designed to help Nigerian investors have a hedge against the devaluing of the naira and was restructured because the underlying instrument which is Nigeria’s external debt position had been wiped out. 

At the launch, the minister told the audience that the dollar denominated bond issue would help create a benchmark for subsequent issues by the Federal Government, sub-national governments and the private sector. Furthermore, it would raise Nigeria’s debt instruments profile as a credible investment option for international investors seeking to diversify their portfolio into emerging markets, he maintained. 

“Work has been initiated towards the successful issue of the bond, with the proposal being incorporated into the 2010 Appropriation Bill,” Muktar affirmed while noting that government’s debt position remained sustainable with external debt stock of under $4 billion as at the end of October 2009. He was optimistic that with the 2010 planned borrowing programme, Nigeria’s total public debt would be less than 15 percent of GDP, well within cautious limits compared to the globally established threshold of 40 percent for countries in Nigeria’s peer group. 

He reiterated government’s commitment to improving fiscal transparency and responsibility as a way of instituting probity and accountability and as well as improve its present revenue conditions. 

Already, reforms and increased revenue generation efforts are ongoing at both the Federal Inland Revenue Service (FIRS) and Nigeria Customs Service, some of the key revenue collection agencies and process audits are being initiated at select ministries, departments and agencies (MDAs) to ensure that appropriate returns are made to the treasury. 

Speaking to BusinessDay after the event, Ike Chioke, managing director of Afrinvest West Africa, commended the waivers given by the Acting President, saying: “The waiver is a very fundamental development because it would encourage more investors, who were shy of the bond market to become active players in the bond market.” 
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