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Nigeria’s Debt: Where are we Going?

The total public debt of Nigeria stood at N39.56trn at the
end of 2021. This has risen considerably by over 300% in the
last ten years. If the projected deficit of N6.39trn in the FGN
2022 budget and those of the States and FCT, estimated at
N1.6trn, are debt-financed, Nigeria’s total public debt at the
end of this year is projected to be about N47.54trn (see figure
1a).

During the first quarter of the 2022, the FGN raised addition-
al USD1.25Billion via Eurobonds, and this further raised the
country’s external debt. Also, consideration of stock of debt
at the CBN and AMCON indicates that Nigeria’s total debt
stock is well above these figures. -

This trend appear worrisome; but as often argued, when com-
pared with the size of the economy, Nigeria's debt-GDP ratio,
estimated at around 22.65% at the end of this year, is still far
below the 70% distress threshold (see figure 1b).

However, since debts are not paid with GDP, it is important
to ensure that a country’s revenue is able to, at the minimum,
service its debt. Based on this, figure 1c clearly shows that the
current trend is not sustainable for the country as it used over
90% of its revenue to service debts in the last two years. Alt-
hough this is projected to fall to 70% in the year 2022, the
ratio is still high.

There are arguments for accumulating debt. A major one be-
ing that for a developing economy like Nigeria, with much
infrastructure deficit, government needs to borrow to
jumpstart the economy and invest in critical areas. Therefore,
higher debt is expected to reflect in increased developmental
capital projects.

The Nigerian government has, in recent times, made signifi-
cant effort in this direction. There are visible investments in
many infrastructure projects across the country, such as rail
and road projects. It is however crucial to evaluate the extent
to which new borrowings are deployed towards critical infra-
structure projects.
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Specifically, the volume of new debt incurred should be com-
parable to the level of capital projects in the country, to guar-
antee that debts are not incurred for mere recurrent expendi-
ture items. Figure 1d shows that the ratio of capital expendi-
ture to budget deficit fell precipitously in 2016 to 7.88% and
has fluctuated widely since then. At the end of 2021, it is esti-
mated that 46.5% of FGN new borrowing were spent on
capital project and the forecast is that this will rise to around
50% in 2022.

Not all capital expenditure is spent on infrastructure and/or
on productive projects. Thus, while Nigeria needs to increase
the trend shown in figure 1d, the share of capital expenditure
spent of key infrastructure also needs to increase.

So, where are we going? If history is anything to go by, Ni-
geria’s debt will keep mounting. Given the current uncertain
global environment, wide adoption of technology and envi-
ronment-friendly processes as well as domestic economic chal-
lenges including low productivity and constrained govern-
ment revenue, Nigeria needs to avoid falling into a debt crisis.

The pertinent issue with debt is beyond the figure itself, but
the impact felt on the .economy. For an economy that is chal-
lenged on many fronts, mounting debt levels may add to Ni-
geria’s problem; thereby requiring urgent actions.

Fortunately, there are existing plans to reduce unproductive
government expenditure, implement innovative ways of fi-
nancing infrastructure and free government budget for other
key social services. These plans need to be duly implemented,
monitored and evaluated by the government.

A glance at any government document, be it yearly budgets,
development plans, sector strategies, regulatory. frameworks,
among others, shows detailed policies to tackle many of the
country’s problems, debt inclusive. However, the country is in
need of judicious implementation, albeit in a manner that is
effective, yet inclusive.
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Figure 1a: Trend of Public Debt (Nbn)
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Figure 1b: Debt—GDP Ratio (%)
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Figure 1c: Debt Service—Revenue Ra-
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Nigeria’s Aggregate Output: Rising Nominally, Weak in

Real and Dollar Terms

Nigeria’s GDP recorded a growth of 3.98% in the 4t quarter of - - 0
2021, ending the year with a 3.4% growth against a contraction of Figure 2a: Nominal GDP Growth (%)
-1.92% recorded in 2020. Figure 2a shows that Nigerian GDP has — .

been growing in nominal terms (current basic prices) for every year
in the last ten years, ranging from 13.87% growth in 2012 to
13.92% in 2021. Cumulatively, nominal growth has been 107.08%,
indicating the country’s size has more than doubled, on the aver-

age, during this period.

107.08

But large GDP size, specifically at N173.53trn (current basic price)
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and N176.08trn (current market price) will not say much about the [ 7 _ - T | i |
growth of any economy and the welfare of its citizens; particularly 2012 2013 2014 2005 2006 3017 2018 2018 2030 2021

in a high inflation environment like Nigeria. The country’s real GDP
(at 2010 constant basic price) grew from N59.93trn in 2012 to
N72.39trn) in 2021. Figure 2b shows that the real growth of the Source: NBS, ADSR Research
economy ranged between 4.21% in 2012 and 3.40% in 2021. Dur-

ing the ten-year period, growth was negative in 2016 (-1.58%) and

2020 (-1.92%). Adding up the growth figures during this period

gives a cumulative value of 23.60%.

When the country’s GDP is expressed in dollar term, figure 2c
shows that the cumulative: nominal growth reduces from 107.08%
shown in figure 2a to 10.69%. It is also shown that movement in . .
the country’s GDP fluctuates widely with exchange rate, such that
gains in one period may be eroded in another period, due to a rela- 20,00
tively weak currency, given the import-dependence nature of the

country and low capacity to export.

Nominal growth-cumulatively (%) W Nominal growth-yearly (%)
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Nigeria’s large GDP value: has not been successfully translated to so0 | &2 o o
improved export value;. as only a sector, oil, accounting for less l s = |
than 10% of the GDP contributes over 90% of the country’s export 2012 2013 2014 2015 ﬁ 2017 2018 2019 BH 202
value. This has made Nigeria susceptible to fluctuations. in the price .00 (1.58) (192
and production:of oil with their attendant impacts on the country’s _ Real growth-cumulatively %) M Real growth-yearly (%)

external reser n hange rate.
% al reserves SECFEKE E_l gera Source: NBS, ADSR Research

Further, the IMF .projects a growth of 2.7% for the country in

2022, while the year’s budget assumption and the National Devel-

opment Plan (2021-2025) have a growth projection of 4.2% for

2022. We estimated a growth of around 2.2% for 2022’Q1 when . .

the nation’s statistical authority releases the GDP for the 1Ist quarter.
This will underscore the current weak growth trajectory of the . .
economy, especially as the crisis between Russian and Ukraine af-

fects global growth and the country still struggles with the challeng- 30.00
es of domestic supply of refined petroleum products
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In the medium to long-term, the country needs to be successful at . . . . .
lmplementlng policies that raise productivity and link its pr‘oduc‘:tlon T B B PR B
base with export sector as well as government revenue. This will be (10.00) 7.24) o0 ©79
necessary for it to grow in a sustainable manner and improve the (20.00] (1338 '
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lives of the citizens. ™
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Nigeria to Witness Increased Capital Importation in 2022’Q]l
Data released by the NBS show that the capital inflow into the coun-
try by the end of the previous year stood at $6.7 billion which is Capital importation into Nigeria
about 33% lower than the total amount of inflow realized in 2020.

Inflow of direct and portfolio investment into the country stood at —
e1pe o1 . . r
$0.69 billion (10%) and $3.39 billion (51%) respectively. Inflows in TG T e Total ($
the form of other investments, comprising largely loans, also recorded million)  million)  ments($  million)
11 . 'll'
§2.62 bl“fOn (39%).‘The data also shoyv‘s that most of the capltz?l ol S1aos | 430047 35 585437
imported into the nation was from Mauritius, United States of Ameri- Q2 148.59 385.32 761,03 | 1,294.94
ca, Republic of South Africa and the United Kingdom with Lagos State Q3 41479 | 40725 039.44 | 146148
ttracti f 80% of the total capital being imported into the H 201 250 oL L L
attracting average o ° P g mp Total | 1,027.67 | 5,137.19 | 3,491.25 | 9,656.11
nation last year. 2021 Ql 15476 | 974.14 77699 | 1,905.89
Q2 77.97 55137 246.27 875.61
Further, foreign direct investment in 2021 is almost half of 2020’s Q3 10781 | 1217.21 | 40635 | 173137
: s . Q4 358.23 64287 | 1,18653 | 2,187.63
valug Whlle portfolio mvestmen? fgll short of 2020 inflow by almost T 833855 261 1d | 670050
$2 billion. Over 90% of portfolio inflows are into bonds and money 2020 | QIE 309.33 1154.42 $52.03 2,515.78
market instruments, leaving little as equity investment. Therefore, -
about 85% of capital imported into the country in 2021 was invest- Source:  NBS, ADSR Estimate
ment in debt-related instruments as against direct and portfolio equity
investments.
Wiith the recent domestic and global development, we

With the recent domestic and global development, we estimate that estimate that capital imporiation into the country will be
about $2.52bn when NBS releases the figure for 2022°QI.

capital importation into the country will be about $2.52bn when NBS
releases the figure for 2022°Q1. This slight increase will continue to be
driven majorly by portfolio investment into the country and loans. In
the medium to long term; it is critical for the country to create an en-
abling environment that attracts and retain more long-term and pa-

tient capital.

How Nigerian States Performed in Advertised Job Vacancy

The number and composition of declared job: vacancies.can be used I o
to gauge the level of economic activities and outlook. According to Online Job Vacancy by State (%)
data from the Anastat Database, a total of 21,972 jobs advertised

online were captured in 2021, representing 112.13% increase over the sl E————— ©2-22
online advertised jobs captured in 2020. Of this, Lagos state account- o |—— 0T
ed for 62% of the jobs advertised while Abuja (FCT) accounted for S ove  |— 2l
approximately 11%. Hence, Lagos and FCT accounted for about 73% Dot ooz 0
of the job vacancies advertised online in the previous year. AEZZ‘IUZE - 5385

The chart below presents the relative ranking of Nigerian States by Adammwe == o.05

the percent of jobs advertised in the 2021. It can be observed, on one Og»gt: = OEE;I

hand, that following Lagos and FCT, Rivers, Ogun, Borno, Oyo, and Niger = o.5a

Edo accounted for 3.06%, 2.93%, 2.84%, 2.75% and 2.26% of va- S?;.Si = o2

cancies advertised online in 2021. The case of Borno State stood out senue = 0.37

as most of the advertised jobs are humanitarian and developmental- Nassarawa [ 0-32

related and they are specific on location in the advertisement. On the Tamfara | 027

other side, Gombe (0.05%), Jigawa (0.09%), Sokoto (0.10%), Eb- T mauemi B o35

onyi (0.13%), and Kebbi (0.14%%) had the lowest number of job caveton B oso
vacancies advertised on various online media throughout 2021. States Cieoei & o4

in Nigeria need to create enabling environment that create and at- S.E‘ZE‘;V? §g§

tract job to their localities
Source: Anastat, ADSR Research



Analysts Quarterly Review

Implications of the Russia-Ukraine War on Nigeria

The ongoing war between Russia and Ukraine, lingering into the sixth
week, has continued to raise so much concern for the global economy
as trade suffers setbacks and has since resulted into rising prices of
commodities in the global market. This is because the waring coun-
tries account for a significant portion of the global exports of major
commodities including oil and wheat.

Russia is known to be one of the major actors in the global economy,
a significant supplier of fossil fuels, the largest exporter of oil to the
European Union and the second largest exporter of oil in the world.
Similarly, Ukraine wheat production has been halted and other ex-
ports of the country greatly affected since they cannot process them
for shipment.

Economic sanctions and restrictions on the exports of Russia, which
happens to be an influential nation in the world economy, combined
with the inability of Ukraine to export its produce have impacted the
global prices of commodities. Wheat reached an all-time high and
price of Brent crude oil has been trading for above $100/barrel for
the first time since 2014.

Recent developments in the trade sector of the Nigerian economy
have proved that the country is also not immune from the effect of
the ongoing war despite the distance between the country and the
black sea region.

The surge in crude oil price is expected to be a fortune for the Nigeri-
an economy as oil takes a large proportion of the country’s export.
Unfortunately, the economy cannot produce as much oil to reap the
full benefit of the increase in oil price and it is also heavily dependent
on imported fuel. Figure shows that, on the average, the oil sector
accounted for close to 90% of Nigerian exports in the last five years
and 23% of the country’s import. This implies the economy is at the
risk of importing further inflationary pressures into the economy as
she lacks functional refineries to-produce -more so as to gain from the
development.

As an importer of refined petroleum products, the country is experi-
encing fuel shortage and subsequently, a surge in the price of Diesel
which is not subsidized. This has, in turn, become a major challenge
for the Nigerian economy as producers lament an increase in operat-
ing cost, leading to a shift of the burden of the increased cost of pro-
duction to the consumers in form of higher prices as well as significant
reduction in producers’ profit. This development came at a time
when the country experienced shortage of fuel after some quantities
of adulterated fuel were found and subsequently withdrawn from the
economy.

Moving on, the economy is also experiencing rising consumer and
producer good prices as the country majorly imports raw materials
for production and the on-going war has affected this negatively.
Table shows top 5 items that Nigeria imports from Russia in 2020
and it is expected that the price and supply of these items will contin-
ue to be affected as well as those of items that can serve as their sub-
stitutes and complements.

Share of Oil and Gas in Nigeria’s Exports and

Imports.
92.32 92.38 4736 757
B389 - .
24.96 2838 28,04
17.75 13.95
2017 2018 2019 2020 2021
m il in Exports {4%) Oilin Import (4}

Source: CBN, ADSR Research

Economic sanctions and restrictions on the exports of
Russia, which happens to be an influential nation in the
world economy, combined with the inability of Ukraine

fo export its produce have impacted the global prices of
commodities.

Top 5 Items Imported from Russia in 2020

Rank | Items Value
($ mn)
1 Cereals 403.65
2 Mineral fuels, oils, distillation | 315.37
products
3 Fish, crustaceans, molluscs, aquatics | 221.86
invertebrates
Iron and Steel 112.46
5 Fertilizers 87.90
Source: Trading Economics, ADSR Research
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Nigeria’s Inflation to Further Increase in March 2022

When the NBS releases the inflation figure for March, 2022, it is ex-
pected that the Headline figure will rise from 15.70% recorded in
February to 16.15% by the end of the first quarter due to the recent
developments in the global and domestic economy. The high infla-
tion rate will still be maintained given the weak macroeconomic envi-
ronment, variance between official and parallel market exchange
rates, increase fuel prices and shortage in supply of raw materials, es-
pecially imported items.

Rising inflation has been a year-long menace for the Nigerian econo-
my. The first quarter of the year 2022 has witnessed rising food prices
with February’s inflation rate standing at 15.7% and food inflation at
17.11% with bread and cereals, food product, potatoes, yam, and
other tubers, oils, and fat and fruit contributing more to the price in-
crease.

Contributing to rising prices in the economy is also the on-going war
in the black sea region as it has affected global supply chain and for a
country that is import-dependent, the economy may suffer high im-
ported inflationary pressures.

Unemployment remains a huge threat to Nigeria’s Growth

and Development

From the data available at the end of 2020’°Q4, Nigeria’s unemploy-
ment rate stood at 33.3% and underemployment at 22.8%, implying
56.1% of Nigeria’s labour force has been involved in no or few jobs.
More specifically, unemployment is highest among Nigerians with A
level qualifications (50.7%), young (45.26%) as well as first-degree
and higher diploma holders (40.1%).

Unemployment rate has risen drast‘ical‘ly from 6.41% in 2014 to
33.3%; at this rate of increase, we forecast that at the end of 2022,
Nigeria’s unemployment rate will be in the range of 39.51%.

In the current National Development Plan (2021-2025), Nigeria plans
to reduce the unemployment rate to 22.78% by the end of 2025
through various policies and interventions. But given the current un-
certain global and weak domestic economic environments, it will
require a lot more conscious efforts to address this problem; especial-
ly as much attention is now being directed towards the election year
and activities.

No doubt, if Nigeria must grow, it needs to find innovative and effi-
cient ways to utilize its resources. A high unemployment rate implies
unutilised human resources. It also suggests that other physical and
financial resources are underutilized as the country is operating below
its potential with few bearing the burden of many. People are at the
centre of economic development, but when many are jobless, it is
difficult to claim to have performed well on most measures of devel-
opment.

Nigeria Inflation Rates from January 2021
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The high inflation rate will still be maintained given the
weak macroeconomic environment, variance between
official and parallel market exchange rates, increase fuel
prices and shortage in supply of raw materials, especially
imported items.

Unemployment rate in Nigeria from 2014 to

2020 and projections for 2021 and 2022.
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Unemployment rate has risen drastically from 6.41% in
2014 to 33.3%; at this rate of increase, we forecastethat
at the end of 2022, Nigeria’s unemployment rate will be
in the range of 39.51%.
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Breaking the Bias: Women Inclusiveness on Boards of

Companies

Having an effective board of directors is crucial to any organization.
Quality of board members has a strong impact on how an organiza-
tion runs, makes decisions, and ultimately, on its success. Therefore,
bringing in a variety of perspectives, backgrounds, and experiences
can be pivotal to an organization’s success. A good method of pro-
moting these diversity opinions is through a gender diverse board.

The benefits accrued from gender mixed boards are enormous and
have been proved true by various research carried out across the
globe; ranging from increased performance, productivity, revenue
and fewer instances of fraud.

But women, from various statistics, occupy a very small percentage of
boards across the globe. The percentage of women on boards across
the United States is between 11 and 12 percent and has barely in-
creased in the last decade. This is clearly shown in the 15% of For-
tune 500 board members being women. Deloitte Global latest Wom-
en in the boardroom report reveals that only 6.7% of board chairs
are women and even fewer CEOs (5%) are women. A global average
of 19.7% of board seats are-held by -women. This numbers are far
below the population of women in the work force of various coun-
tries. While a slight increase in global female board representation
occurred in 2021, progress ‘at the chair and CEO levels is still limited.

Looking at the Nigerian trend, women participation as Board Chair
and CEOs has been on an upward trend. However, a lot still needs to
be done on gender diversity and inclusiveness as only 8.51% and
11.35% of Board chair and CEOs were women respectively at the end
of 2021.

In line with the theme for the recently celebrated International Wom-
en’s Day, “Gender equality today for a sustainable tomorrow”, poli-
cies advocating for women: leadership and inclusiveness should be
propagated and revisited in order to raise the figures we have current-

ly.

Female Chair and CEO of Companies
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Looking at the trend in the Nigerian perspective, we can
say that women participation and inclusion on the
boards of corporate bodies, both as Board Chair and
Organisation CEOs, has been on an upward trend in
Nigeria .
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Responsiveness of Nigerian Banks” CSR to COVID-19

The first case of COVID-19 pandemic was discovered on the 27t of
February, 2020 in Lagos state. The outbreak of the virus in the coun-
try pushed many organisations to contribute more to health and hu-
manitarian outreaches which forms part of their corporate social re-
sponsibility. Background analysis of 12 commercial banks from our
database, shows that on the average, CSR increased by over 200%
between 2019 and 2020 with Union bank, Access Bank and UBA in-
creasing their CSR by over 500% relative to the total CSR for 2019.

Further analysis shows that a total of N16.4billion was spent as CSR in
2020 representing an increase of 190% over the value of N5.6billion
spent as CSR by these 12 banks in 2019. The chart below shows the
relative amount spent on CSR by these 12 banks and it can be ob-
served that Zenith Bank and UBA did so much in terms of CSR in
2020. While Zenith bank did more than other banks in 2019, the data
further revealed that UBA took the lead in 2020.

Summary of Financial Variables for the Quarter

e The table below shows the financial variables for the quarter. The
exchange rate differential between the parallel and the I&E win-
dow remained above N150/$ throughout the quarter.

¢ Inflation rate increased from 15.65% in January to 15.7% in Feb-
ruary while it is projected that the inflation rate by the end of the
quarter will be about 16.4% due to the recent development in the
global and domestic economy.

o The interest rate was retained at 11.5%. by the MPC at its last
meeting on 224 of March.

¢ Commodities prices have also been affected by recent global de-
velopment, especially the crisis in the black sea region.

e The Y-o0-Y change shows that all variables, except inflation rate
and MPR :(which has remained the same since it was adjusted
from 12.5% to 11.5% in September, 2020), gained relative to the
average of the corresponding quarter in the previous year.

Banks’ CSR in 2019 and 2020.
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Source:  Anastat, ADSR Estimate

... a total of N16.4billion was spent as CSR in 2020
representing an increase of 190% over the value of
N5.6billion spent as CSR by these 12 banks in 20189.

Summary of financial variables

Jan Feb Mar Quarter Average Y-0-Y A (%)
Parallel market rate (N/$) 568.00 580.00 587.00 578.33 19.82
1 & E Window (N/$) 415.53 416.17 416.17 415.96 3.33
Inflation (%) 15.60 15.70 16.15 15.82 -1.51
Money Supply (N'billion) 44,581.24 44,745.85 44,911.07e 44,746.05 15.47
Interest rate - MPR (%) 11.50 11.50 11.50 11.50 0.00
Interbank Call Rate (%) 14.31 9.30 4.53 9.38 0.74
NGX-All Share Index 46,624.67 47,394.53 46,965.48 46,994.89 16.27
AFEX Commodity Index 505.59 481.02 487.43 491.35 27.58
FMDQ Bond Index 584.76 606.45 618.76 603.32 5.38
External Reserve ($'million) 39,546.76 39,863.41 40,039.16 39,816.44 13.72
Cocoa ($/MT) 2,540.20 2,686.95 2,591.35 2,606.17 4.02
Wheat(cent/bushel) 772.26 811.17 1,107.75 897.06 38.21
Cotton (cent/bushel) 119.32 122.23 125.30 122.28 44.65
Gold ($/toz) 1,816.62 1,860.20 1,951.63 1,876.15 4.28
Brent($/barrel) 85.57 94.10 112.46 97.38 59.37
Petrol (N/litre) 166.40 170.42 200.50e 179.11 6.82

Source: Anastat, ADSR Research
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“By three methods we may learn wisdom: First, by reflection, which
is noblest; Second, by imitation, which is easiest; and third by experi-
ence, which is the bitterest.”

Confucius

“You do not write your life with words...You write it with actions.
What you think is not important. It is only important what you do.”

Patrick Ness

“Half of seeming clever is keeping your mouth shut at the right
times.”

Patrick Rothfuss

“Many of life’s failures are people who do not realise how closed
they were to success when they gave up”

Don't worry!

o -

Thomas A. Edison

“The secret of success is learning how to u_sé pain and pleasure instead
of having pain and pleasure use you. If you do that, you are in con-
trol of your life. If you don't, life controls you™” -

Tony Robbins

_‘ | Jokes
| have everything

Son: Dad, what is Ian','al;:ohqli‘c? PR.opsov under control

Dad: son, you see those 4 cars? An alcoholic would see 8

Son: But Dad there are only two

(D= To

SUYA is actually one of the most
ok ks ok ok ok ok ok ok ok ok ok ok ok okok ok ok unhygienic foods we consume.
From the hand touching, to the
rusted Grill that's barely ever
washed but we are not ready for thi

Interviewer: How long did work during your last job?
Man: 30 years.

Interviewer: What’s your age?

Man: 20 years

Interviewer: You are 20 and have 30 years of experience. How’s that
possible?

Man: Overtime...
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tion to update, modify or amend this report or to otherwise notify a recipient thereof in the event that any opinion, forecast or esti-
mate set forth herein, changes or subsequently becomes inaccurate. ADSR recommends that independent advice be sought should
any party seek to place any reliance on the information contained herein. This report has been prepared for general dissemination
and information purposes only and may not be construed as an offer to buy or sell or a solicitation of an offer to buy or sell any
financial instruments or to participate in any particular trading strategy in any jurisdiction.Neither ADSR, nor any officer or employ-
ee thereof accepts any liability whatsoever for any direct or consequential loss arisingfrom any use of this publication or its con-
tents. Any securities recommendations made herein may not be suitable for all investors. Past performance is no guaranteeof fu-
ture returns. Any modelling or back-testing data contained in this document is not intended to be a statement as to future perfor-
mance.



