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Nigeria finds itself in a deeply paradoxical position: a major OPEC producer sitting
atop significant hydrocarbon reserves, yet structurally unable to capitalise on
elevated global oil prices. The Africa Oil+Gas Report's analysis frames this as a
'Hormuz in Abuja' — a self-imposed bottleneck that is throttling production and
revenue at precisely the moment when external conditions are most favourable. The
irony is stark. While petrostates across the Gulf are banking windfall revenues,
Nigeria's federal government is struggling to convert high prices into fiscal relief.

Several compounding factors are driving this paralysis. Oil theft and pipeline
vandalism across the Niger Delta continue to suppress actual production volumes
well below Nigeria's OPEC quota allocation, undermining the country's credibility
within the cartel and eroding its ability to influence output decisions. Estimates of
crude stolen or lost through pipeline sabotage have at various points exceeded
400,000 barrels per day — losses that directly translate into missed revenue for both
the state oil company NNPC and international joint venture partners operating
onshore and in shallow water.

Simultaneously, Nigeria is pursuing what the report describes as a 'trillion-dollar
ambition' — a reference to the government's stated target for deepwater and gas
monetisation under the Petroleum Industry Act (PIA) framework. However, a
credibility deficit is hampering investor confidence. The PIA, signed into law in 2021,
promised a restructured fiscal regime and a commercialised NNPC Limited, but
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implementation has been uneven and international oil companies have continued to
divest onshore acreage rather than reinvest. The transition of governance and
commercial arrangements is still incomplete, creating uncertainty for new project

sanctioning.

The power crisis layered on top of the oil sector dysfunction compounds the economic
damage. Nigeria's chronic electricity shortage constrains domestic gas utilisation,
limits industrial activity, and reduces the fiscal multiplier effect that hydrocarbon
revenues could otherwise generate. With a general election looming, political
bandwidth for difficult structural reforms is narrowing. Decisions on subsidy reform,
foreign exchange policy, and NNPC contracting are increasingly viewed through an
electoral lens, delaying the kinds of commitments that would unlock capital allocation
from international partners.

For foreign service companies, the environment demands careful positioning. The
deepwater sector — less exposed to onshore theft and security risks — remains the
most viable arena for near-term engagement. However, project timelines are slipping,
and final investment decisions on several deepwater and LNG expansion projects are
contingent on governance clarity that the current political cycle may not deliver
before mid-2023. Companies with existing Nigerian relationships should use this
period to consolidate technical partnerships and maintain visibility in the market,
rather than expecting rapid contract activation.

Why this matters to partners and clients of Saga

Norwegian service companies should treat Nigeria as a medium-term
opportunity requiring patience, focusing specifically on deepwater and
offshore gas where asset exposure to onshore risks is minimised. The PIA
framework, once fully operationalised, could trigger a new contracting cycle
for subsea tiebacks, FPSO upgrades, and LNG infrastructure — positions
worth preparing now. Partners should monitor the post-election policy
direction closely, as a new administration's stance on NNPC
commercialisation and subsidy removal will be the primary indicator of
whether capital deployment becomes viable in the 2024-2025 window.
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PARTNER ANGLES

* Subsea: Deepwater blocks less affected by onshore theft offer viable tieback and
production system opportunities once FIDs are unblocked post-election.

* FPSO: Aging shallow-water FPSO fleet and new deepwater developments represent
refurbishment and newbuild prospects contingent on IOC reinvestment decisions
under the PIA.

* LNG: Nigeria LNG Train 7 and potential brownfield expansions remain strategic
targets, though contractual and fiscal clarity must improve before Norwegian LNG
service firms commit resources.

* Drilling: Reduced IOC drilling activity onshore creates openings to reposition rigs and
crews toward offshore programmes where security and commercial conditions are
more predictable.

* Pipeline/Service: Chronic pipeline vandalism onshore highlights demand for integrity
monitoring, leak detection, and security-integrated pipeline services where Norwegian
technology holds competitive advantage.

Original source: Africa Oil+Gas Report -
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