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Nigeria’s ballooning public debt stock at N42.85tn in June 2022

The Debt Management Office (DMO) in its latest debt profile released stated that Nigeria’s
total public debt stock increased to N42.85tn in the second quarter of the year from N41.60tn
in the first quarter of 2022 and N39.56tn as of December 2021. The public debt stock covers
the total domestic and external borrowings of the Federal Government and State
Governments, including the Federal Capital Territory. Based on the data obtained, the
increase in total public debt stock includes new domestic borrowing by the FGN to partly
finance the 2022 budget deficit and new domestic borrowings by state governments and the
FCT. The absence of new external borrowings in the review period (Q2 2022) is a testament
to the unfavorable international debt market, limiting the government'’s access to it.

Based on FY 2021 GDP data at current prices, the debt to GDP ratio comes to about 24.7%,
below Nigeria’s self-imposed limit and IMF benchmark of 40% and still significantly below
those of African peers like Ghana (78.3%) and Kenya (69.1%). However, with the inclusion of
borrowings from the CBN (Ways and means- estimated at 19.91trn as of June 2022) and the
stock of AMCON debt (estimated at about N4.4trn), the debt profile would be about N67.2tn,
and debt to GDP ratio comes to c.38.7%. This raises strong debt sustainability concerns. The
relatively moderate debt level of the country has increasingly become vulnerable due to high-
interest payments, which continue to absorb a significant portion of Federal Government
revenues. As of April 2022, Nigeria’s debt service to revenue was estimated at 118.9%, now
showing that the country is borrowing to refinance existing debt obligations.

Nigeria’s fiscal deficit has surpassed the target by an average of c.65% over the last 5 years
due to ambitious revenue estimates and volatile crude oil prices. Government expenditure for
2022 was estimated at an all-time high of N17.32 trillion (inclusive of supplementary budget),
and revenue projected at Ng.g7 trillion will likely underperform estimate. Persistent fiscal
spillage has resulted in debt servicing to revenue averaging 70% over the last 5 years. This
trend will likely persist and calls for fiscal consolidation. We reiterate the need for the
government to cut expenditure by proposing reforms that could scale down the cost of
governance.
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MARKET UPDATE

1year 31-Dec-21 1day

NSE - Index* 38,943.87 42,716.44 49,440.21
Naira/US$ 412.88 435.00 436.50
Brent, USs/bbl 7534 77.78 92.00
MPR % 11.50 11.50 14.00

Source: Nigerian Stock Exchange, Central Bank of
Nigeria, Bloomberg. *Nigerian Stock Exchange All-Share
Index.
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News headlines:

NESG, marketers fear crisis as fuel subsidy gulps N2.o4tn: The Nigerian Economic Summit
Group and oil marketers, under the aegis of the Petroleum Retail Outlet Owners Association
of Nigeria, are worried of an impending fiscal crisis in Nigeria following the continued rise in
subsidy on Premium Motor Spirit, popularly called petrol. NESG expressed its concern in the
group’s September 2022 report titled, "The State of Nigeria’s Economy,” obtained in Abuja
on Monday, as figures from the Nigerian National Petroleum Company Limited indicated that
petrol subsidy gulped N2.o4tn between January and July this year. NNPC said its under-
recovery of PMS/value shortfall, otherwise called fuel subsidy, was N210.38bn, N219.78bn,
N245.77bn and N271.59bn in January, February, March and April 2022 respectively.

Source: punchng.com
https://punchng.com/nesg-marketers-fear-crisis-as-fuel-subsidy-gulps-n2-04tn

MPR Hike: 13 Banks Generates N2.o4trn Interest from Customers Loans, Securities
investment: A total of 13 banks generated N2.otrillion interest from customers loans,
Securities investments, among others in first half year ended June 30, 2022 on the back of
Central Bank of Nigeria (CBN) hike in the Monetary Policy Rate (MPR) to 13 per cent as at
June from 11.5 per cent in January 2022. This represents an increase of 23 per cent from
N1.66trillion generated by these 13 banks in the corresponding half year ended June 30, 2021.
In response to happenings in major global economies, Central Bank of Nigeria (CBN) joined
other African economies to raise their benchmark rate to curb inflationary pressures.

Source: thisdaylive.com

n2- 04trn interest-from-customers-loans-securities-investment/

After Kenya, Tunisia Moves to Remove Energy Subsidies: Tunisia said at the weekend said
that it was raising the price of cooking gas cylinders by 14 per cent and petrol by 3 per cent as
part of a plan to reduce energy subsidies, a policy change wanted by the country’s
international lenders. The Energy Ministry said the cooking gas price will increase to 8.800
dinars from 7.750 dinars, in the first raise in 12 years. It is coming after the Kenyan President,
William Ruto, days ago followed up on a pledge to remove a fuel subsidy that has further
depleted the state’s already strained coffers. Just a day after Ruto’s September 13 swearing
in, Kenya's Energy & Petroleum Regulatory Authority said it had scrapped a subsidy on
gasoline, raising the price by 13 per cent. But the regulator retained diesel and kerosene
subsidies, helping cushion low-income earners who use the latter fuel for lighting and
cooking, and rely on public transport. Source: thisdaylive.com
https://www.thisdaylive.com/index.php /2022 /09/20/after-kenya-tunisia-moves-to-
remove-energy-subsidies

FG will review minimum wage, says Ngige: The Federal Government, on Monday, said
there are plans to increase the N30,000 minimum wage in the light of inflation raving the
world. The Minister of Labour and Employment, Dr Chris Ngige, revealed this at the Nigeria
Labour Congress public presentation titled, “Contemporary history of working-class
struggle” in Abuja. According to him, the adjustment had become important to reflect what
was happening globally. He said, “The inflation is worldwide, we shall adjust the minimum
wage in conformity with what is happening now. The 2019 Minimum Wage Act has a new
clause for a review. The adjustment has started with the Academic Staff Union of University
because the stage they are with their primary employers, Ministry of Education, is a collective
bargalnlng agreement negotiations. Source: punchng.com

CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities and Exchange
Commission, Nigeria. CSLS is a member of the Nigerian Stock Exchange.
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Analyst Certification

Each research analyst principally responsible for the preparation and content of all or any identified portion of this research report
hereby certifies that all the views expressed in this research report accurately reflect his/her personal views about those issuer(s) or
securities that the research analyst covers in this research report. Each research analyst also certifies that no part of his/her
compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research
analyst in this research report.

Important disclosures

Analysts' compensation is based upon activities and services intended to benefit the investor clients of CSL Stockbrokers
Limited, Lagos and the affiliates of FCMB Group, Lagos, Nigeria ("the Group"). Analysts receive compensation that is impacted
by overall profitability of the Group, which includes revenues from, among other business units, Institutional Sales and Trading
and Capital Markets/Investment Banking.

CSL Research Ratings Distribution

Buy Hold Sell Not Rated Total
Coverage universe 17 10 5 3 35
% distribution 49% 29% 14% 9%
Investment banking clients o 1 1 o 2
% distribution 0% 50% 50% 0%

Explanation of CSL Research's equity research rating system

Buy: The analyst expects the stock to outperform the Benchmark over the next 12 months or the stated investment horizon.

Hold: The analyst expects the stock to perform in line with the Benchmark over the next 12 months or the stated investment
horizon.

Sell: The analyst expects the stock to underperform the Benchmark over the next 12 months or the stated investment horizon.

Not Rated: The rating and price target have been suspended temporarily to comply with applicable regulations and/or firm policies in

certain circumstances including when CSL Capital UK or the Group is acting in an advisory capacity in a merger or strategic
transaction involving the company or due to factors which limits the analysts ability to provide forecasts for the company
in question.

Benchmark: The benchmark is the trailing three-year average yield of the 12-month T-Bill plus one standard deviation rounded to the
nearest percent.

Price targets: Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The
achievement of any price target may be impeded by general market and macroeconomic trends, and by
other risks related to the company or the market, and may not occur if the company's earnings fall short
of estimates.

Asset allocation: Asset allocation is the responsibility of the strategy team. The recommended weight (Buy, Hold and Sell)
for equities, cash and fixed income instruments is based on a number of metrics and does not relate to a
particular size change in one variable.

CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities
and Exchange Commission, Nigeria. CSLS is a member of the Nigerian Stock Exchange.
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Important Risk Warnings and Disclaimers

CSL Stockbrokers Limited ("CSLS") is regulated by the Securities and Exchange Commission, Nigeria. CSLS is a member of
the Nigerian Stock Exchange. CSL Capital (UK) Ltd (Firm Reference Number: 913994, Registered Number: 11818051),
trading in the name of 'CSL Stockbrokers' for its activities, is authorised by the Financial Conduct Authority (FCA).

Both CSLS and CSL Capital (UK) Ltd are members of the FCMB Group ("the Group") of Nigeria, a group of companies which
also includes First City Monument Bank Ltd.

RELIANCE ON THIS PUBLICATION FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE
YOU TO A SIGNIFICANT RISK OF LOSS. By receiving this document, you will not be deemed a client or provided with the
protections afforded to clients of CSLS and CSL Capital (UK) Ltd. When distributing this document, CSLS, or any member
of the Group is not acting for any recipient of this document and will not be responsible for providing advice to any recipient
in relation to this document. Accordingly, CSLS or any member of the Group will not be responsible to any recipient for
providing the protections afforded to its clients.

If you are in the UK, you are a person to whom either Articles 19 or 49 of the Financial Services and Markets 2000 (Financial
Promotion) Order 2005 apply or a person to whom this communication may otherwise be lawfully made.

In the United Kingdom, this document is available only to such persons described above and persons of any other
description should not rely on this document. Transmission of this document to any other person in the United Kingdom is
unauthorized and may contravene the Financial Services and Markets Act 2000 (FSMA). If you are not such a person or if
the distribution of this document is otherwise unlawful where you are, you are required to return the document
immediately to CSLS. This document is not intended for Retail Clients in the UK.

This document is not an offer to buy or sell or to solicit an offer to buy or sell any securities. This document does not provide
individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and
objectives of persons who receive it. The appropriateness of a particular investment will depend on an investor's individual
circumstances and objectives. The investments and shares referred to in this document may not be suitable for all investors.

CSLS or any other member of the Group may effect transactions in shares mentioned herein and may take proprietary
trading positions in those shares and may receive remuneration for the publication of its research and for other services.
Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available to
CSLS, or the Group, which is not reflected in this material. Further information on CSLS' policy regarding potential conflicts
of interest in the context of investment research and CSLS' policy on disclosure and conflicts in general are available on
request.

This document is based on publicly available information obtained from sources which CSLS believes are reliable, but which
it has not independently verified. Neither CSLS, or their advisors, directors or employees make any guarantee,
representation, or warranty as to the accuracy, reasonableness or completeness of this information and neither CSLS or
their advisors, directors or employees accepts any responsibility or liability whatsoever (in negligence or otherwise) for any
loss howsoever arising from any use of this document or its contents or otherwise arising in connection with this document.
The opinions contained in this document are subject to change without notice and are not to be relied upon and should not
be used in substitution for the exercise of independent judgment.

Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may
not get back the full amount invested. Where an investment is denominated in a currency other than the local currency of
the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price orincome
of that investment. In case of an investment for which there is no recognised market it may be difficult for investors to sell
their investment or to obtain reliable information about their value or the extent of the risk to which they are exposed.

CSL Stockbrokers Limited, Lagos (CSLS) is a wholly owned subsidiary of FCMB Group Plc and is regulated by the Securities
and Exchange Commission, Nigeria. CSLS is a member of the Nigerian Stock Exchange.
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The information contained in this document is confidential and is solely for use of those persons to whom it is addressed
and may not be reproduced, further distributed to any other person, or published, in whole or in part, for any purpose.
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