CBN's N500b package: Elixir for a dying industry sector?

HIP, hip, h-u-r-r-a-y! Is not solely a birthday song after all.

Manufacturers Association of Nigeria (MAN) echoed the popular birthday chorus recently in a demonstration of their support for the N500 billion facility announced by the Central of Nigeria (CBN) the apex bank's Head, Corporate Communications, Mr. M.M. Abdullahi, gave details of the facility, which was package by its monetary policy committee in a statement.

According to him: "To continue with the quantitative easing policy by providing N500 billion facility for investment in debentures issued by the Bank of Industry (BOI) in accordance with Section 31 of the CBN Act 2007, for investment in emergency power projects dedicated to industrial clusters. The funds are to be channelled through the Bank of Industry for on lending to the DMBs at a maximum interest rate of 1.0 per cent for disbursement of loans with a tenor of 10-15 years at concessionary interest rate of not more than 7.0 per cent.

"The Committee also approved in principle the extension of this facility to DMBs for the purpose of refinancing/restructuring existing portfolios to manufacturers. However, the final approval for this will come after the consideration of the report of a technical committee to be set up to work out the modalities, for implementation within one month." 

Abdulahi also disclosed: Membership of the committee comprises the CBN, the Bankers' Committee sub-committee on Economic Development, Bank of Industry, Manufacturers Association of Nigeria (MAN), and National Association of Small and Medium Enterprises (NASME). The African Finance Corporation (AFC) will serve as technical adviser on the power project. In the case of the power projects, the following projects of the Federal Government will be covered under this facility subject to their being restructured into commercially viable projects on which banks are willing to take credit risks: Lagos (500 MW); Kano (250 MW); Onitsha Nnewi (200 MW); Port Harcourt/Aba (200 MW); Kano (250MW); Funtua/Gusua/Mfashi/Zaria (200 MW); Lokoja (200MW); and Maiduguri/Gomber/Bauchi (200MW).

He stated further: Other power projects currently being financed by banks may also be refinanced from the fund. However, banks will be required to secure the funds drawn with eligible securities. In addition, real sector projects certified bankable that emanate from the State Governors' engagement with the Bankers' Committee in line with the outcome of the Enugu Retreat will be accommodated under the facility.

Indeed, for a sector, which has identified power supply problem as its single greatest constraint, the CBN package is no doubt an elixir.

Significantly, the Minister of Commerce and Industry, Chief Achike Udenwa, hinted last year that government was planning a N500 billion package towards ensuring a revival of the comatose industry sector.

His disclosure then was however received with serious doubts, largely because of government's inability to fulfill an earlier promise to provide N100 billion for the revival of the textile sector.

"We are now looking beyond the N100 billion textile sector revival funds. We are planning a N500 billion package for the industry sector's revival as a whole" Udenwa had disclosed.

Meanwhile, MAN had described the CBN's initiative as a commendable one.

Reacting to the package, MAN in the statement by its Director General, Mr. Jide Mike, commended the CBN for its decision to boost the real sector of manufacturing by unlocking the credit market that had remained stagnant in more than one year because of the combination of global economic meltdown, the shocks experienced in the domestic capital market and the restructuring of the banking sector by the CBN.

Mike added: "MAN further commends the decision of the CBN to expedite action to give final approval and implement within one month, the report of the technical committee established to work out the modalities of this additional incentive to manufacturers.

MAN is optimistic that the private sector would also rise to the occasion by accepting the challenge to expand the contribution of independent power projects to boost the current national capacity.

He stated further: "MAN hereby calls on its members to embrace the benefits of the intervention fund in order to boost their respective capacities.

MAN assures that further information in respect of the facility will unfold as the technical committee continues its work."

The apex bank's latest effort was apparently in reaction to recent stakeholders' complaints that banks have shut almost all credit lines to them.

In their assessment of the economy and the impact of the ongoing reforms in the banking sector, some industry chief had stressed the imperative of policies that favour the manufacturing sector in the nation's quest for industrial, nay economic development.

They had lamented that CBN's reforms in the financial institutions had weakened the capacity of banks to find the real sector.

They also accused the banks of ignoring government's directive to give priority to the real sector of the economy.

According to MAN President, Alhaji Bashir Borodo: "The directive by the Federal Government to the banks to make lending to the real sector of the economy a priority has not yielded much fruit. This is because the banks are still trying to get their bearing with the on-going reform and, as such, they have virtually stopped lending. Their major preoccupation has been how to recover the funds outside. The banks are even more strict now in lending to manufacturers, particularly the Small and Medium Scale Enterprises (SME) who do not have adequate collateral, for fear of entering into bad debt."
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