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Recently, federal ministry of Finance, Budget and 
National Planning held a stakeholder forum to discuss 
Nigeria’s medium-term spending. At the gathering, 
Mrs. Zainab Ahmed, Honourable Minister of the 
ministry, announced Nigeria’s fiscal plans for the 
coming year. Correspondent, Musa Ibrahim, writes.

A few days ago, Mrs. Ahmed unveiled Nigeria’s 
Medium-Term Expenditure and Fiscal Strategy 
Paper (MTEF-FSP) in Abuja.

Then she said that the federal government is 
projecting that subsidy should end in June 2023. Based 
on the federal government’s earlier timeline, the sum of 
N3.36 trillion would be required to meet the financial 
obligations associated with subsidising the product.

Mrs. Ahmed explained that the Nigerian National 
Petroleum Company (NNPC) Limited, which officially 
transitioned into a fully commercial entity, would 
bear the cost of subsidy on petrol for the first six 
months of the year. She noted that the government 
was projecting fiscal outcomes in the medium term 
under two scenarios based on the underlying budget 
parameters/assumptions.

The Honourable Minister explained that under 
the first scenario, which she described as ‘business as 
usual’, the subsidy on premium motor spirit (PMS) 
estimated at N6.72 trillion for the full year 2023 would 
remain and be fully provided for. 

According to her, the second scenario was that 
“petrol subsidy will remain up to mid-2023 based 
on the 18-month extension announced early 2021, in 
which case only N3.36 trillion will be provided for.”

She stated that both scenarios have implications for 
net accretion to the Federation Account and projected 
deficit levels.

On the import of NNPC’s transition to a limited 

Nigeria Will Bid Farewell To 
Subsidy By June 2023 -Ahmed

Explains Revenue, Expenditure Records of Govt
Commends NNPC For Transiting To A Commercial Entity
Federal Govt Subsidies Petrol Between N600 & N700 Per Litre -Agba
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during Public Consultative Forum On 2023-2025 Medium-Term Fiscal Framework in Abuja recently.
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liability company, she explained 
that the company would no longer 
be contributing to the monthly 
Federation Account, but would 
take care of subsidy for the first six 
months of 2023.

She said: “The new arrangement 
has indicated that NNPC will not 
be contributing monthly to the 
Federation Account as they used to 
in the past. But NNPC will be paying 
royalties, dividends and taxes.

 So, while the revenue might 
not be monthly, we will work on 
an arrangement on how this will 
be paid. And it is possible to work 
out an arrangement where the 
payments could be monthly or 
quarterly. “NNPC has been paying 
for subsidy, but they are doing it on 
behalf of the federation, on the cost 
of the federation, even though they 
are the ones that have been paying.

So, when they generate revenue, 
instead of remitting the revenue, 
they are using part of the revenue or 
all of them to fund the subsidy. That 
has been the arrangement and that 
is what will continue to be in place 
until we exit the first time scenario. 
“So, I was just saying that in a new 
arrangement regime, NNPC will 
not be contributing to Federation 
Account Allocation Committee 
(FAAC)) on a monthly basis, but 
NNPC will still be paying taxes, 
royalties and dividends.

“We will be engaging the NNPC 
on how we expect this to come. We 
can negotiate how these remittances 
will be done on a quarterly basis, 
for example. But let me also say 
that prior to the NNPC transiting, 
for about eight months, we have 
not been receiving any revenues.” 
she said.

Mrs. Ahmed, however, expressed 
hope that the emergence of new 
refineries would fully lay to rest the 
issue of subsidy.

She explained: “The aggregate 
expenditure for 2022 is estimated 
at N17.32 trillion, with a pro rata 
spending target of N5.77 trillion at 
the end of April. The actual spending 
as of April 30th was N4.72 trillion. 
Of this amount, N1.94 trillion was 
for debt service, and N1.26 trillion 
was for personnel costs, including 
pensions. Also in the month, 
N773.63 billion had been spent 
on capital expenditure. Federal 
government’s retained revenue was 
only N1.63 trillion, 49 percent of the 
target of N3.32 trillion.”

She noted that the federal 
government’s share of oil revenue 
was N285.38 billion, representing 
39 percent performance while non-
oil tax revenues totalled N632.56 
billion — a performance of 84 
percent.

Providing further details of the 
2023-2025 MTEF-FSP, Mrs. Ahmed 
noted that the projections deviated 
from the projections in the National 
Development Plan (NDP) 2021-
2025, adding that they have been 
updated based on a combination 
of current realities and a modified 
medium-term outlook. She said: 
“In the MTEF, real gross domestic 
product (GDP) growth is projected 
at 3.75 percent in 2023, from a 
revised projection of 3.55 percent 
for 2022. Growth is expected to 
moderate to 3.30 percent in 2024 
before picking up to 3.46 percent 
in 2025.

“The inflation rate is projected 
to average 17.16 percent in 2023, 
up from the revised average of 16.11 
percent for 2022. 

“Upward pressure on prices is 
expected to be driven by the current 
and lag effect of the global price 

surge due to the Russia-Ukraine 
war, domestic insecurity, rising 
costs of imports, exchange rate 
depreciation, as well as other supply-
side constraints.” 

Providing further insight into 
the MTEF-FSP, the Honourable 
Minister disclosed that the aggregate 
expenditure for 2023 was predicated 
on two scenarios of N17.99 trillion 
and N16.98 trillion.

The first scenario of N17.99 
trillion projected for 2023, which is 
N669.82 billion or 3.9 percent higher 
than the 2022 budget of N17.32 
trillion, inclusive of government 
owned enterprises (GOEs) is based 
on the non-provision for ministries, 
departments and agencies (MDAs’) 
capital  expenditure beyond 
multilateral/bilateral loan- funded 
and project-funded developments.

“In this scenario, given the 
severely constrained fiscal space, it 
is not feasible to make any provision 
for MDAs’ capital expenditure 
in 2023 beyond multilateral/
bilateral loan- funded and project-
funded developments. The federal 
government’s 2023 aggregate 
expenditure is estimated at N16.98 
trillion, which is N337.05 billion 
(1.9 percent) lower than the 2022 
budget,” she said.

In the second scenario, Ahmed 
said: “The federal government’s 
2023 aggregate expenditure 
is estimated at N17.99 trillion, 
N699.82 billion (3.9 percent) higher 
(inclusive of GOEs) than 2022. The 
sums of N20.29 trillion and N22.73 
trillion are projected to be spent by 
the federal government in 2024 and 
2025 respectively.” 

Oil price benchmark for 2023 
was predicated on $70, $66 and $62 
per barrel in 2023, 2024 and 2025 
respectively. Oil production is also 
based on 1.69 million, 1.83 million 
and 1.83 million barrels per day in 
2023, 2024 and 2025 respectively. 
The projected exchange rate for 
2023 was pegged at N435/$ as 
against N410.15 in 2022. 

Of the projected revenue of 
N6.34 trillion in 2023, only N373.17 
billion or 5.9 percent is coming from 
oil-related sources while the balance 
of N5.97 trillion is to be earned from 
non-oil sources.

In another development, the 
minister affirmed that the federal 
government will work with the 
Nigerian NNPC Ltd to navigate 
any impact of its transitioning on 
the fiscal position of the federal 
government.

Mrs. Ahmed stated this in a 
speech delivered at the official 
unveiling of the NNPC Ltd recently.

The unveiling which was done 
by President Muhammadu Buhari 
is part of the fulfillment of one of the 
cardinal objectives of the Petroleum 
industry Act (PIA) 2021.

T h e  C o r p o r a t e  A f f a i r s 
Commission (CAC) had on 
September 21 last year completed 
the incorporation of the NNPC Ltd. 
in accordance with the provisions 
of the Petroleum Industry Act 2021.

The PIA was signed into law 
by President Muhammadu Buhari 
on 16th August, 2021, following its 
passage by the National Assembly in 
July of the same year.

With the registration by the CAC, 
the NNPC Ltd was floated with an 
initial capital of N200bn making 
history as the company with the 
highest share capital in the country.

Speaking at the event, Mrs. 
Ahmed said that as stipulated in the 
PIA, under the new dispensation, 
NNPC Ltd is expected to become 
a commercially oriented and profit 
driven national firm, that would 
be one of the most attractive to 

different industry players in the 
energy space.

She said that the finance 
ministry, as an investor in NNPC 
on behalf of the government of the 
federation, sees this development 
as an attractive one that would give 
comfort to local and international 
investors.

She also said that with the 
transitioning, there would be cross 
over implication to the flow of funds 
into the federation account, noting 
that this has made it compelling for 
the ministry to work with the NNPC 
to manage the possible fallout and 
make the transition as seamless as 
possible.

The Honourable Minister said: 
“There are important things we 
will be watching in the next few 
months of the transition. First is the 
transfer of assets as especially the 
implication of the toxic assets that 
will be left behind in the corporation 
and its implication on both the fiscal 
and the sovereign balance sheets.

“The second is the issue 
of inflow of revenue into the 
federation accounts. In my capacity 
as the chairperson of the monthly 
federation allocation committee, 
the cross-over has important 
implications to the flow of funds 
into federation accounts of the 
allocation committee, and the 
attendant cost that is being charged 
to the distributable pool of funds of 
the company.

“In this respect, we will work 
closely with the management of 
NNPC to navigate all important 
situations. Relatedly, the Federal 
Ministry of Finance, Budget and 
National Planning will work closely 
with the steering committee on 
the implementation of the PIA, 
especially the work stream of the 
federation assets to ensure that we 
manage possible fallout and make 
the transition as seamless as it 
could be.

“Lastly, we will work with the 
steering committee to determine 
and calculate the risks arising from 

the transition and management of 
same to minimise the risk overall 
on the fiscal situation of the federal 
government and other federating 
entities.”

As a limited liability company 
with pursuits of returns on 
investment to its shareholders, 
Mrs. Ahmed said that it goes without 
saying that NNPC Ltd is expected to 
go all out to acquire more oil and gas 
assets with a view to attaining the 
status of one of the biggest world 
class oil firms while employing 
world class best practices in the 
petroleum industry sector in the 
course of its operations.

With this giant stride, she 
said that there is no doubt that 
the administration of President 
Muhammadu Buhari through the 
PIA and emergence of NNPC Ltd 
has achieved a remarkable feat 
in the face of daunting economic 
challenges.

Mrs. Ahmed also said that the 
President Buhari’s administration 
could not allow the NNPC to 
continue living in the shadow of 
its past, while being unable to meet 
present expectations of funding the 
operation of the federation accounts 
from oil production.

By this transitioning, she 
expressed optimism that the 
government aims at opening the 
space for private players to venture 
into the oil and gas industry and 
make NNPC Ltd a global company 
of choice.

She said: “Even with the fast-
evolving nature of the gas sector, 
we expect that the new management 
and board of this important 
investment will stir the new firm 
to take maximum advantage of 
the energy transition through…
our natural resource endowment. 
Using our gas resources to address 
our energy poverty, and more 
importantly, to move to a clean 
and energy efficient future, this will 
justify the new slogans of NNPC 
‘energy for today and energy for 
tomorrow.’

“Therefore, we are hopeful that 
in the months and years to come, the 
new NNPC will transform its ways 
of doing business in order to be the 
global player it is destined to be in 
this all-important energy space. And 
most importantly, NNPC will provide 
the expected returns on investment 
for its shareholders amidst the 
expectations of shareholders in the 
energy space.” she added.

Responding to questions on 
subsidy, the Minister of State, 
Budget and National Planning, Mr. 
Clem Agba, noted that the federal 
government subsidies PMS to the 
tune of between N600 and N700 per 
litre, adding that this should not be 
allowed to continue.

Agba said that if the trend was 
allowed to continue full stream till 
the end of next year, nothing would 
be left for capital expenditure. He 
said: “There is still a huge subsidy 
because the cost of production of 
PMS is in the neighborhood of about 
N600 or N700 per litre. 

Right now, Nigeria is the only 
country in the world that is selling 
at about N165 or N200. “If you 
call your friends or brothers in 
the States or in Europe or in other 
African countries, you will know 
that PMS is currently being sold 
at a range of between N800 and 
N1000 per litre.

“I think that the time to remove 
the subsidy was yesterday. We are 
only eating away our future and 
that is what some people call a 
consumption economy. “Finally, it 
is difficult to understand a situation 
where citizens say that they want 
an omelette and then when the 
government wants to break eggs 
so that they can produce, they say 
do not break the eggs. So, it is a 
decision that Nigerians will have to 
take because if you look at scenario 
one, it means that we will not have 
any capital expenditure in 2023. 
Simple. There will be no capital 
expenditure at all, and taking care 
of recurrent expenditure will be a 
huge challenge.
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(VAT)

Statutory Revenue

According to the Communiqué,  in the month of June 2022,  Companies Income Tax (CIT) and Petroleum Profit Tax (PPT) recorded tremendous increases, while Import Duty, Oil and Gas 
Royalties increased marginally. Excise Duties decreased significantly while  Value Added Tax (VAT) decreased marginally.

The Federation Account 
Al locat ion  Committee 
(FAAC) has shared a total 

sum of N802.407billion June 
2022 federation account revenue 
to the Federal Government, States 
and Local Government Councils.   

This was contained in a 
communiqué issued at the end of 
the FAAC meeting for July 2022, 
held in Abuja. 

The N802.407 billion total 
distributable revenue comprised 
distributable statutory revenue 
o f  N 6 0 8 . 5 8 0  b i l l i o n  a n d 
distributable Value Added Tax 

(VAT) revenue of           N193.827 
billion. 

In June 2022,  the total 
deduction for cost of collection was 
N44.606 billion and deductions 
for transfers, savings, refunds and 
13 percent derivation to Anambra 
State was a total sum of N373.200 
billion. 

The balance in the Excess 
Crude  Account  (ECA)  was 
$376,655.09.  

The communiqué confirmed 
that from the total distributable 
revenue of N802.407 billion; 
the federal government received 

N321.859 bil l ion, the state 
governments received N245.418 
billion and the Local Government 
Councils received N182.330 
billion. The sum of N52.799 billion 
was shared to the relevant states 
as 13 percent derivation revenue. 

Gross statutory revenue of 
N1,012.065 billion was received 
for the month of June 2022. 
This was higher than the sum 
of N589.952 billion received in 
the previous month by N422.113 
billion.  

From the N608.580 billion 
distributable statutory revenue, 

the federal government received 
N292.785 bill ion, the state 
governments received N148.505 
billion and the Local Government 
Councils received N114.491 billion. 
The sum of N52.799 billion was 
shared to the relevant states as 13 
percent derivation revenue. 

In the month of June 2022, 
the gross revenue available from 
the VAT was N208.148 billion.  
This was lower than the N213.179 
billion available in the month of 
May 2022 by N5.031 billion.

From the N193.827 billion 
distributable VAT revenue, 

t h e  f e d e r a l  g o v e r n m e n t 
received N29.074 billion, the 
state governments received 
N96.914 billion and the Local 
Government Councils received 
N67.839 billion.

According to the communiqué, 
in the month of June 2022, 
Companies Income Tax (CIT) 
and Petroleum Profit Tax (PPT) 
recorded tremendous increases, 
while import duty, oil and gas 
royalties increased marginally. 
E x c i s e  d u t i e s  d e c r e a s e d 
significantly while VAT decreased 
marginally.

Despite rising inflation, Naira 
depreciation in Nigeria, 
the International Monetary 

Fund (IMF) has maintained a 3.4 
percent Gross Domestic Product 
(GDP) growth rate for the country.

The IMF said in its World 
Economic Outlook released on 
Tuesday that Nigeria’s economy 
wil l  maintain same growth 
trajectory of 3.4 percent in 2022, 
held previously during last review 
in April.

IMF had in January 2022 
predicted a growth rate of 2.7 
percent for Nigeria in 2022, but 
the multilateral lender reviewed 
the 2023 growth rate downwards 
to 3.2 per cent.

IMF said that global recovery 
looks “gloomy and more uncertain”, 
hence the baseline forecast is a slow 
growth from 6.1 percent in 2021 to 
3.2 percent in 2022.

This reflects a 0.4 percentage 
point lower in the April 2022 World 
Economic Outlook.

The IMF admitted that several 
shocks including inflation have 
hit a world economy which was 
weakened already by the pandemic.

The global institution said 
that it is “triggering tighter 
financial conditions; a worse-than-
anticipated slowdown in China, 
reflecting COVID- 19 outbreaks and 
lockdowns; and further negative 
spillovers from the war in Ukraine.”

Only recently, the Central Bank 
of Nigeria (CBN) raised interest 
rates from 13 percent to 14 percent, 
while retaining other parameters.

The CBN Governor, Godwin 
Emefiele, said at the end of 
the last Monetary Committee 
Meeting that available data on key 
macroeconomic variables indicate 
the likelihood of a subdued output 

growth for the Nigerian economy 
in 2022.

The IMF revealed, “Baseline 

growth in the United States is 
revised down by 1.4 percentage 
points and 1.3 percentage points 

in 2022 and 2023, respectively, 
reflecting weaker-than-expected 
growth in the first two quarters 
of 2022.

“Growth in the Euro area is also 
revised down: by 0.2 percentage 
point in 2022, when improved 
prospects for tourism and industrial 
activity in Italy are more than 
offset by significant downgrades in 
France, Germany, and Spain; and 
by 1.1 percentage point in 2023.

IMF said this would reflect the 
spillovers from the war in Ukraine 
as well as the assumption of tighter 
financial conditions.

“The outlooks for countries in 
the Middle East and Central Asia 
and sub-Saharan Africa remain 
on average unchanged or positive, 
reflecting the effects of elevated 
fossil fuel and metal prices for some 
commodity-exporting countries,” 
IMF said.

Nigeria To Maintain 3.4% GDP, Amidst Rising Inflation, Says IMF



Monday, 1st - Sunday, 14th August, 2022 28th EDITION4

NEWS IN PICTURES

L-R: Mr. Ben Akabueze,  Director-General, Budget Office of the Federation, Ms Patience Oniha, Director-General, Debt Management Office, during Public Consultative Forum 
On 2023-2025 Medium-Term Fiscal Framework in Abuja recently.

L-R: Aliyu Ahmed, Permanent Secretary Finance, Federal Ministry of Finance, Budget and National Planning, Prince Clem Agba, Honourable Minister of State, Budget & National 
Planning, during Public Consultative Forum On 2023-2025 Medium-Term Fiscal Framework in Abuja recently.
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By Felix Omoh-Asun

La s t  w e e k ,  P r e s i d e n t 
M u h a m m a d u  B u h a r i 
unveiled a new Nigerian 

National Petroleum Company 
(NNPC), which is now a limited 
company.

Expectations are high that the 
new NNPC will offer Nigerians 
something to smile about as 
it is hoped that with the last 
phase of the privatisation, oil 
resources would be channelled to 
the benefits of Nigerians.

More so now that the sector 
would be opened to more players 
who are expected to fine-tune 
the industry to maximising the 
resources therein.

Recall that on August 16, last 
year, the President signed the 
Petroleum Industry Bill (PIB) 
2021 into law, providing a legal, 
governance, regulatory and fiscal 
framework for the petroleum 
industry, development of host 
communities and related matters.

For decades, the Nigerian 
legislature seemingly played with 
the law. Under President Buhari, 
the law was passed. It provided a 
new governance framework in the 
oil and gas sector. 

The law removes the subsidy in 
the downstream sector, especially 
with regard to petrol. It decrees a 
transformation of the NNPC into 
a profit making, independent, 
commercial venture. Before now, 
the NNPC has been run as a cash 
cow for the Nigerian government, 
as a dependent public sector 
agency. It manages the oil and gas 
resources of the country, makes 
money, transmits same to the 
national treasury. Every month, 
state governments carry bowls in 
hands, rush to Abuja and at what 
is called the Federation Accounts 
Allocation Committee (FAAC) 
meeting, collect their own share 
of the national cake. NNPC got to 
a point it started protesting that 
there was very little to share or 
add again. 

For months, the NNPC, using 
the excuse of under-recovery and 
subsidy, has not been able to 
contribute as much as it should 
to the national purse. This is 
one reason why its reform is 
imperative. 

The new NNPC is expected 
to do things differently to attract 
investment, promote innovation, 
e l i m i n a t e  c o r r u p t i o n  a n d 
inefficiency, and ensure clarity. 

It must measure up like Saudi 
Arabia’s Aramco, and Brazil’s 
Petrobras. Its business model 
must work for the country’s 
benefit. The new NNPC must 
represent a transition in real terms 
into a new style and philosophy.

However, stakeholders have 
continued to peruse both sides of 
the coin. Some are of the opinion 
that it is the best thing to happen 
to the Nigerian oil industry while 
others believe that a mere change 
of name may not usher in the 
deserved effects.

Meanwhile, President Buhari, 
basking in the euphoria of the 
unveiling, said that the role of 
the company is mandated by law 
to ensure that Nigeria’s national 
energy security is guaranteed.

He expressed optimism that 
NNPC Limited will sustainably 
deliver value to its over 200 

million shareholders and the 
global energy community; operate 
without relying on government 
f u n d i n g  a n d  b e  f r e e  f r o m 
institutional regulations such 
as the Treasury Single Account 
(TSA).

“Our country places a high 
premium in creating the right 
a t m o s p h e r e  t h a t  s u p p o r t s 
investment and growth to boost 
our economy and continue to play 
an important role in sustaining 
global energy requirements.

“We are transforming our 
petroleum industry to strengthen 
its capacity and market relevance 
for the present and future global 
energy priorities,” he said.

According to the President, 
NNPC would conduct  i tsel f 
under the best international 
business practice in transparency, 
governance and commercial 
viability.

In the same vein, Minister of 
State for Petroleum Resources, 
Mr. Timipre Sylva, said that 
the signing of the Petroleum 
Industry Act (PIA) provided 
international and local oil firms 
adequate protection for their 
investments, adding that the 
nation’s petroleum industry is no 
longer rudderless.

“From the outset  of  this 
administration, Mr. President 
never concealed his desire to create 
a more conducive environment 
for the growth of the oil and gas 
sector, and addressing legitimate 
grievances of communities most 
impacted by extractive industries.

“We are setting all these woes 
behind us, and a clear path for 
the survival and growth of our 
petroleum industry is now before 
us,” he said.

The Group Chief Executive 
Officer of NNPC Limited, Mr. 
Mele Kyari, announced that the 
company had adopted a strategic 
initiative to achieve the mandate 
of energy security for the country 
by rolling out a comprehensive 
expansion plan to grow its fuel 
retail presence from 547 to over 
1,500 outlets within the next six 
months.    

He assured stakeholders and 
the global energy community that 
the new company was endowed 
with the “best human resources 
one can find anywhere in the 
industry.

“NNPC Limited is positioned to 
lead Africa’s gradual transition to 
new energy by deepening natural 
gas production to create low 
carbon activities and positively 
change the story of energy poverty 
at home and around the world,” 
he said.

Former President at Nigerian-
American Chamber of Commerce 
(NACC) and business mogul, 
who heads Tricontinental Group, 
Olabintan Famutimi, however, 
insisted that there is nothing to 
show that the country is ready 
to get a national oil company 
that would abide by global best 
practices.

According to him, the current 
transition by NNPC is merely a 
change of nomenclature. He noted 
that while most of the profiting 
national oil firms are run without 
interference, political overbearing 
would play out at NNPC.

“Government will still be the 
one to dictate a lot of things. They 

are the ones that would not make 
the refineries work. They will still 
dictate who gets a licence and gets 
access to foreign exchange. I do 
not see what has changed.

“ A r a m c o  h a s  p r i v a t i s e d 
its operation and is the most 
valuable corporation in the world. 
They have the most digitalised 
operation in the world. But we are 
retrogressing at a time when we 
should be making money. We are 
still subsidising oil. The system is 
designed to allow a few make an 
unimaginable amount of money 
from the industry and not allow 
commercial sense to take over,” 
Olabintan said. 

Energy lawyer, Madaki Ameh, 
said: “I am not optimistic about 
the unveiling of NNPC as a limited 
liability company under CAMA 
2020 because it is akin to putting 
new wine in old wineskins.” 

Madaki said that while the staff 
remain the same as well as their 
operational modus, the company, 
as a consistent loss-making 
organisation, may not change. 
I do not see how the change 
will catapult NNPC Ltd into a 
profitable business. It is early days 
yet, but the optimism has to be a 
cautious one, so that Nigerians 
will not be disappointed, again,” 
he noted.

Finance analyst, Kalu Aja, 
noted that with NNPC still making 
premium motor spirit (PMS) 
subsidy payments, the prevailing 
transition “is more of audio 
literally.”

Former Director-General 
(DG) of the Lagos Chamber of 
Commerce and Industry (LCCI), 
Dr. Muda Yusuf, insisted that 
for the new NNPC to become 
like Aramco in the coming years, 
political will and a total operational 
shift would be needed. According 
to him, the redundant staff and 
entities must give way while the 
company must make efforts to be 
listed internationally, including 
offering shares to Nigerians.

Yusuf said: “I am expecting a 
very profitable company. We also 
want to see the most valuable 
company. I am also hoping for it 
to be listed in the international 

stock exchanges around the world. 
“But what is important in all 

of this is that the business model 
must be right. We need a business 
model that moves beyond political 
interference, interference from 
bureaucracy and a model that will 
dilute ownership and ensure that 
the management of the company 
is in the hands of professionals.”

Former President  of  the 
Nigerian Association of Petroleum 
Explorationists (NAPE), Abiodun 
Adesanya, said that dealing with 
issues around subsidy, refineries, 
liabilities and frontier exploration 
have critical roles to play on 
the company’s cash flow and 
profitability. 

A c c o r d i n g  t o  h i m ,  t h e 
management of the company and 
the level of autonomy enjoyed by 
the company will mar or make 
projected expectations. “We need 
to now decide whether to sell the 
refineries. Any entity that is a 
drain to the system now must be 
cut off. That will have a significant 
impact on their balance sheet. 
They have some debt, litigation 
and staff issues. They have to 
let go some staff that are not 
productive anymore. 

“We are aware that there 
are liabilities and the liabilities 
are quite significant. They are 
still subsidising petrol and the 
lawful frontier issues must be 
addressed,” he noted, adding that 
the frontier exploration and cost 
already captured in PIA must be 
looked at. 

Executive Director,  Civi l 
Society Legislative Advocacy 
C e n t r e  ( C I S L A C ) ,  A u w a l 
R a f s a n j a n i ,  n o t e d  t h a t 
transparency and accountability 
issues would impact the new 
company, insisting that NNPC is 
still not transparent.

Rafsanjani noted that months 
after the PIA implementation, a 
fuel hike was brought back into 
the system, adding that steps 
made towards the implementation 
of the PIA have been dismal.

Rafsanjani said that there 
was a need for a political will 
for consistent implementation 
of the provisions of the law and 

continuous engagement and 
consultations with all stakeholders 
for their unflinching support 
necessary for the success of the 
law.

E x e c u t i v e  S e c r e t a r y , 
Nigeria Extractive Industries 
Transparency Initiative (NEITI), 
Dr. Orji Ogbonnaya Orji, while 
applauding the transitioning 
of NNPC, said: “Nigeria needs 
a business-oriented NNPC to 
deliver the country’s energy 
needs, energy transition, energy 
security, diversification of its 
economy and the building of a 
sustainable energy future for the 
country.”

H e  e x p l a i n e d  t h a t  t h e 
immediate challenge that the 
new NNPC faces is freeing Nigeria 
from fuel importation.

He commended the new team 
at NNPC and President Buhari’s 
administration for the political 
will to get this reform done, 
expressing confidence that the 
company would live up to its 
obligations as a supporting firm 
of the global NEITI.   

He also reiterated his call 
on the federal government to 
replicate the same feat for the 
solid minerals sector. 

Among other advantages of 
the new set up is the inability 
of some government officials to 
manipulate and control staffing 
of the NNPC. 

The control of the Minister 
of Petroleum will be limited. As 
a commercial entity, the NNPC 
is beholden to its shareholders. 
C o m p e t e n c e ,  q u a l i t y  w i l l 
determine recruitment. The old 
practice of anyone in government 
sending notes for NNPC allocation 
or positions would be untenable 
under the new arrangement. 
Nobody can send in a note 
anyhow. 

The influence of rent collectors 
would be watered down, if not 
completely eliminated. It also 
means that the country can no 
longer depend mainly on NNPC 
for Federation Accounts returns. 

The federal government would 
be entitled strictly to returns on 
its shares.  

The New NNPC: Both Sides Of A Coin
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EDITORIAL

Despite the steady growth in the value of Nigeria’s 
agriculture exports over the last three years (2016 to 
2018), the country’s agriculture exports to total exports 

have remained low.
Between 2016 and 2018, the country’s total agriculture exports 

were driven by export of sesame seeds, fermented cocoa beans, 
cashew nuts, ginger, crude palm kernel oil, soya beans, frozen 
shrimps and prawns, among other commodities. Cumulatively, 
the country earned N0.53 trillion from agriculture export between 
2016 and 2018. In contrast, Nigeria’s total agriculture import

bill over the same period stood at N2.39 trillion. As a result, 
agriculture trade deficit stood at N1.86 trillion. Thus, the country 
is a net food importer.

Recently, information has it that Nigerian agricultural exports 
have yet again experienced decreases in revenue because of price 
instability at the international market. Compared to manufactured 
products imported from advanced countries around the world, 
the agricultural products are made less competitive, resulting in 
trade deficits.

This has had a major impact on the share of agricultural 
products in Nigeria’s economic growth.

As argued, agricultural exports have undoubtedly played 
a crucial role in boosting Nigerian economy growth as well as 
other sub-Saharan countries, contributing to foreign-exchange 
earnings in Nigeria and the SSA countries used to promote other 
capital projects.

The value of agricultural goods imported into the country 
exceeded exports by N443.35billion in the first quarter of 2022 
amid rising security challenges that have continued to affect the 
fortunes of the sector.

Data obtained from the National Bureau of Statistics (NBS) 
reveal that the value of total trade in agricultural goods in Q1, 
2022 stands at N644.94billion of which exports are valued at 
N201.59billion in Q1, 2022.”

Further figures obtained from the NBS show that exports of 
agricultural goods increased by 51.89 percent and 58.35 percent 
when compared to the value recorded in Q4, 2021 (N132.71billion) 
and Q1, 2021 (N127.31billion) respectively.

Experts blame insecurity as Nigeria’s agriculture imports 
exceed exports by N503billion

During the quarter, agricultural products exported to Asia were 

valued at N101.99billion, followed by Europe with N27.49billion.
The export of agricultural products was dominated by superior 

quality cocoa beans valued at N72.59billion, followed by sesamum 
seeds, whether or not broken with N56.45billion and standard 
quality cocoa beans with N13.21billion.

By direction of trade, superior quality raw cocoa beans worth 
N27.16billion and N16.11billion was exported to The Netherlands 
and Belgium respectively.

Sesamum seeds worth N24.34billion and N11.11billion were 
exported to China and Japan respectively, followed by exports of 
standard quality cocoa beans worth N6.70 and N2.74billion were 
exported to Germany and Malaysia respectively.

Total imports of agricultural goods imported in Q1, 2022 stood 
at N443.36billion or 7.51 percent of total imports in Q1, 2022.

This shows a decrease of 33.55 percent when compared 
to the value recorded in Q4, 2021 (N667.16billion) and 
rose by 8.39 percent compared to the value recorded in Q1, 
2021(N409.03billion).

Consequently, oil revenue continues to account for more 
than 80 percent of total value of annual exports. However, the 
agriculture industry contributed approximately 25 percent to total 
gross domestic product (GDP) in 2018 while the oil sector’s share 
of total economic output was 8.6 percent over the same period.

In 2016, total agriculture exports stood at N60.7 billion or 0.7 
percent of total exports for the period. In 2017, total agricultural 
exports grew by 180.7 percent over the previous year to close at 
N170.4 billion and it accounted for 1.3 percent of total exports. 
By 2018, agriculture exports increased by 77 percent over 2017 
to close at N302.3 billion, and accounted for 1.6 percent of total 
exports.

The country’s total exports have been driven by crude oil 
exports. In 2018, crude oil exports accounted for 82.3 percent 
of total export revenues while agriculture exports accounted for 
just 1.6 percent. 

Also, the banking industry had decried the effect on insecurity 
on several interventions introduced for the agricultural sector. 

With the federal government’s intent on diversifying the 
economy away from oil, there has to be steady interest in the 
agricultural sector as a critical sector to lead the charge. Since 
the agriculture sector is the largest contributor to Nigeria’s GDP, 
unlocking the potential of agricultural exports is key. 

Prioritise Critical Sector Now That 
Agriculture Imports Exceed Exports

By Ahmed Ahmed

Th e  N a t i o n a l  P e n s i o n 
Commission (PenCom) has 
disclosed that workers below 

40 years under the Contributory 
Pension Scheme (CPS) rose from 
73 percent at the end of 2021 to 
86.4 percent by end of the first 
quarter of 2022.

In its quarterly report on ‘Age 
and Gender Distribution’ report for 
Q1, 2022, the commission said that 
the figure showed that the CPS had 
an increasing sustainability level.

The report also showed that 
male contributors dominated the 
Retirement Savings Account (RSA) 
holders’ list.

It states: “Analysis of new 
registrations on the CPS for the 
quarter ended 31 March 2022 
showed that 86.4 percent were 
below the age of 40 years.

“This points to the increasing 
sustainability of the CPS, as the 
younger generation are actively 
being enlisted into the scheme.

“Regarding gender distribution, 
66 percent of those registered 
during the quarter were male, 
while 34 percent were female.”

A c c o r d i n g  t o  P e n C o m , 
9,621,979 workers had RSAs 
during the period under review.

The figures showed that 3.5 

million workers were less than 30 
years; 3.35 million were between 
30 and 39 years; 1.79 million were 
between 40 and 49 years; 709,748 

were between 50 and 59 years; 
65,136 were between 60 and 65 
years, while 27,632 were above 
65 years.

Director, Centre for Pension 
Rights Advocacy, Mr. Ivor Takor, 
said organisations planned for 
its employees’ old age by putting 
pension schemes in place for them.

“Pension is a retirement plan 
that provides monthly income in 
retirement,” he said.

The Pension Reform Act, he 
said, introduced measures aimed 
at developing a system that was 
sustainable and had the capacity to 
achieve the ultimate goal of providing 
a stable, predictable and adequate 
source of retirement income for each 
worker in the country.

On safety of the pension funds, 
the Pension Funds Operators 
Association of Nigeria said that 
the CPS, which Nigeria currently 
practices, had inbuilt checks 
and balances embedded into the 
system.

It  stated:  “The model  is 
such that the Pension Fund 
Administrators who administer 
and make investment decisions do 
not have custody of the funds. The 
custody of all the pension funds 
is with separate and independent 
entities – the Pension Fund 
Custodians.

Under-40 Workers Lead In Contributory Pensions, Stand At 86%

66% 34%

According to PenCom, 9,621,979 workers had RSAs during the period under review.

Gender Distribution for the Contributory Pension Scheme (CPS)

Age Distribution for the Contributory Pension Scheme (CPS)
<30 years  3.5 mn  30-39 years  3.35 mn
40-49 years  1.79 mn 50-59 years  709,748
60-65 years  27,632
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The introduction of a 
surveillance system will 
enhance oversight over 

securities trading across all 
existing and future trading 
platforms and all tradable 
securities and products by 

the SEC 

By Anita Dennis

The Securities and Exchange 
Commission (SEC) and 
the African Development 

Bank Group (AfDB) are bringing 
together expertise to see to 
the modernisation of Nigeria’s 
capital markets to meet up with 
international standard.

The cooperation will also 
ensure that the market is well 
positioned to support economic 
transformation of the country 
d r i v e n  b y  p r i v a t e  s e c t o r 
investment.

This is as they signed a grant 
valued at $460,000, which is 
to finance technical assistance 
and capacity building for capital 
markets development under 
the ‘Nigeria Securities Market 
Surveillance System Project’.

Speaking at the ceremony, 
Director-General (DG), Nigeria 
Country Office, AfDB Group, 
Mr. Lamin Barrow, said that the 
grant from the Capital Markets 
D e v e l o p m e n t  T r u s t  F u n d 
(CMDTF) – a multi-donor trust 
fund administered by the AfDB-
and supported by the Ministry of 
Finance of Luxembourg and the 
Ministry of Foreign Trade and 
Cooperation of the Netherlands 
- will support the acquisition, 
installation and deployment of 
a real-time automated securities 
market surveillance system of the 
Nigerian capital markets.

A c c o r d i n g  t o  B a r r o w , 
“Today’s ceremony marks yet 
another important milestone 
in our partnership and efforts 
to modernise Nigeria’s capital 
markets and ensure that it is well 
positioned to support economic 
transformation driven by private 
sector investment.

“ T h e  i n t r o d u c t i o n  o f  a 
surveillance system will enhance 
oversight over securities trading 
across all existing and future 
trading platforms and all tradable 
securities and products by the 
SEC. It will, therefore, preserve 
securities market integrity, boost 
investor confidence and enhance 
financial inclusion, among other 
expected outcomes.

The AfDB DG said that to 
ensure sound implementation 
and sustainability, the design of 
the technical assistance project 
embeds training activities to 
strengthen the capacity of users of 
the securities market surveillance 
system, and the preparation of 
relevant operational manuals 
and workflow processing and 
document management for the 
surveillance solution.

He sa id  that  the  bank ’s 
support for the project derives 
from the federal government 
of Nigeria’s efforts to promote 
development of a competitive, 
deep and liquid capital market 
s u p p o r t e d  b y  a n  e n a b l i n g 
regulatory environment that can 
efficiently mobilise resources 
from Nigeria’s  fast-growing 
institutional investor base, the 
private sector and international 
capital to finance sovereign and 
corporate investment programs.

“The technical assistance 

support builds on the SEC’s 
initiatives to strengthen the 
supervisory  and regulatory 
f r a m e w o r k  a s  w e l l  a s 
enhance market integrity and 
transparency under the Nigeria 
Capital Markets Development 
Master Plan 2015-2025, with 
a view to positioning Nigeria 
as an attractive destination for 
portfolio investments.

“ I t  a l s o  a l i g n s  w e l l  t h e 
bank’s Country Strategy Paper 
for Nigeria 2020-2024 which 
recognises the importance of a 
sound, well-regulated, resilient, 
e f fect ively  funct ioning and 
globally competitive financial 
markets in Nigeria for sustainable 
growth and development,” he 
said

B a r r o w 
also said that 
at a time when 
economies are 
b u f f e t e d  b y 
global shocks, 
improving the 
attractiveness 
o f  c a p i t a l 
m a r k e t s  t o 
d o m e s t i c 
and portfolio 
international 
i n v e s t o r s  i s 
i m p e r a t i v e 
f o r  g r e a t e r 
r e s o u r c e 
m o b i l i s a t i o n 
and bui lding 
r e s i l i e n c e  t o 
sustain Africa’s 
e c o n o m i c 
recovery.

H e 
n o t e d  t h a t 
the COVID-19 pandemic has 
reinforced global risk aversion, 
prompting international investors 
to move their portfolios into safer 
assets and havens, expressing the 

desire to see growth of the equity 
market well beyond the current 
NGN 28.16 trillion underpinned 
by continued growth of  the 
corporate bond market in Nigeria.

In his remarks, Director-
General (DG) of the SEC, Mr. 
L a m i d o  Y u g u d a ,  s a i d  t h a t 
the SEC is very pleased and 
thankful to AfDB for providing 
the grant support to execute 
these very important projects, 
particularly the project to acquire 
a surveillance solution.

Mr. Yuguda said that a market 
surveillance system is required 
to aid the regulator in detecting 
and addressing market abuse as 
quickly and efficiently as possible 
and to proactively prevent major 
infractions. 

A n  a u t o m a t e d  m a r k e t 
surveillance tool will enhance 
the commission’s role in investor 
protection, as well as ensure a 
transparent, fair and orderly 

market, and reduce systemic risk.
“ W i t h  t h e  s u c c e s s f u l 

acquisition of a surveillance 
solution for the commission, 
the SEC expects the following 
outcomes: The curtailment of 
market infractions; modernised 
and technology driven regulatory 
approach which enhances the 
protection of investors; and 
enhanced investor confidence 
l e a d i n g  t o  t h e  i n c r e a s e d 
p a r t i c i p a t i o n  o f  d o m e s t i c 
investors (both institutional and 
retail) in the capital market,” SEC 
boss stated.

He also said that the surveillance 
solution would also aid an increased 
impact on gross domestic product 
(GDP) through the capital market’s 
role in the efficient intermediation 

and allocation of 
capital to the real 
economy to create 
jobs,  encourage 
s a v i n g s  a n d 
facilitate wealth 
creation as well 
a s  i n c r e a s e d 
i n v e s t m e n t  i n 
t h e  e c o n o m y 
through foreign 
direct investments 
(FDI) and growth 
i n  t h e  r a t e  o f 
domestic investor 
participation in our 
markets

M r .  Y u g u d a 
disclosed that the 
SEC is currently 
implementing a 
c o m p r e h e n s i v e 
m a r k e t  a n d 
i n s t i t u t i o n a l 
reform program 

intended to  repos i t ion  the 
Niger ian capita l  market  to 
be globally competitive and 
an attractive destination for 
investment activities in Africa. 

The 10-year Capital Market 
Master Plan (2015-2025) sets the 
vision, objectives and initiatives 
required to achieve this goal.

The commission, he noted, 
has recorded significant traction 
and successes in achieving some 
key master plan objectives such 
as full dematerialisation of share 
certificates, recapitalisation of 
capital market operators, launch 
of national investor protection 
fund, new corporate governance 
scorecard for public companies, 
and electronic dividend mandate 
management system, amongst 
others.

“The SEC is at a critical half-
way point in the implementation 
of the capital market master plan 
where the deployment of market 
surveillance infrastructure has 
become exceedingly necessary. 
In addition, the SEC is focusing 
on capacity development as a 
catalyst to drive the actualisation 
of other strategic initiatives in 
the plan.

To realise these focus areas 
aligned closely to AfDB’s ‘High 5s’ 
priority sectors for the economic 
transformation of Africa, he said 
that the commission leveraged 
i ts  strong partnership with 
AfDB to drive some of these key 
initiatives, to strengthen internal 
and issuer capacity.

“We believe that your support 
and our collaboration underscore 
the commission’s and the bank’s 
mutual goal to grow the capital 
market and create viable avenues 
for sustainable economic growth 
for Nigeria and the region.

“Finally, let me state our 
commitment to discharge the 
terms of this agreement and with 
your support look forward to the 
timely and successful execution 
of this critical project” he further 
stated.

SEC, AfDB Undertake Modernisation 
Of Nigeria’s Capital Market

Mr. Lamin Barrow, Director-General (DG), Nigeria Country Office, 
AfDB Group

Mr. Lamido Yuguda, Director-General of the Securities and 
Exchange Commission (SEC)
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By Jennet Ugo Anya

For the first time in nearly half 
a century, non-oil revenue 
surpassed oil revenue to 

become the main source of the 
Nigerian federal government’s 
revenue in  2021,  and that 
dominance has grown since then.

As it stands, non-oil revenue, 
compared to oil that in the recently 
published financial accounts of the 
federal government, is growing 
especially through Corporate 
Income Tax (CIT), one of the three 
main sources of non-oil income.

In the four-month period of 
2022, CIT alone (N298 billion) 
contributed more to the federal 
government’s retained revenue 
than oil revenue at N285.38 billion.

That is the first time ever that 
corporate taxes would be higher 
than revenue from crude oil export, 
according to data sourced from the 
country’s budget implementation 
documents.

When the revenues from other 
non-oil income sources - from value 
added tax (VAT) to revenues from 
Customs Service are added, the 
total comes to N632.5 billion, more 
than double the amount generated 
from oil in the period under review.

The unprecedented turn of 
events highlights the country’s 
dwindling oil revenue and the rise 
in non-oil revenue, even though the 
former is more significant.

Oil revenues have more than 
halved from about N4 trillion 
in 2014 to less than N2 trillion 
annually and could fall even lower 
this year as a growing petrol subsidy 
bill and low production levels eat 
into the government’s earnings 
from oil.

The state-owned Nigerian 
National Petroleum Company 
Limited (NNPC), which is reported 
to have recorded a N704 billion 
deficit within the first six months 
of 2022, has not made any 
contribution to the Federation 
Account this year.

The government expects the 
expensive petrol subsidy which has 
become a burden to the NNPC Ltd to 
gulp N4 trillion this year, a quarter 
of the budget. The World Bank 
and International Monetary Fund 
(IMF) think it will be higher and 
are pegging their estimates at N5 
trillion and N6 trillion respectively.

Crude oil production losses have 
also jumped with the country losing 
$650.7 million to crude oil losses 
due to force majeure between April 
and May 2022.

Taxes have had to fill up part 
of the huge gap created by the 
slump in oil revenue in monthly 
allocations to the three tiers of 
government.

The Federal Inland Revenue 
Service (FIRS), which collects taxes 
on behalf of the government, has 
contributed up to 60 percent of the 
money distributed by the Federal 
Account Allocation Committee 
(FAAC) to the federal, states, and 
local governments this year.

Last year, the FIRS contributed 
N5.298 trillion or 59.45 percent of 
the N8.912 trillion allocated to the 
three tiers of government.

The rising contribution of the 
agency is due to improved tax 

collections and reforms specifically 
with the 50 percent increase in VAT. 
The FIRS has seen its collection rise 
from N5.26 trillion in 2019 to N6.4 
trillion in 2021. 

Under the leadership of Mr. 
Muhammad Nami, Chairman of 
FIRS, the agency is said to be more 
technology-oriented and there is a 
renewed focus on plugging leakages 
in tax collection.

Although taxes now seem to 
be the main revenue source of the 
government, it would need even 
more attention to become the new 
oil as the amount generated from 
the source remains low relative to 
government spending.

According to Mr. Taiwo Oyedele, 
a partner at Lagos-based consulting 
firm, PricewaterhouseCoopers 
(PWC), some of the reforms to 
improve tax revenues, like the VAT 
increase, has helped boost non-oil 
revenue. The main reason why tax 
receipts can outpace oil revenues 
is due primarily to the slump in oil 
revenues.” 

“We can only say we have 
successfully replaced oil income 
with non-oil revenue when the 
latter can fund the majority of our 
expenditure,” Oyedele said.

Despite the progress made in 
reforming the country’s tax system, 
analysts say there is still more 
work to be done to further grow 
tax revenues to the point where 
the government relies less on oil 
revenues.

He added: “For now, non-oil 
income cannot fund even a quarter 
of the government’s expenditure. 
Last year, the total cash generated 
from non-oil sources came to only 
12 percent of the government’s 
spending.

In the first four months of 2022, 
the N632.5 billion generated from 
non-oil sources was a paltry 13.8 
percent of the N4.556 trillion spent 
by the federal government in the 
period,”

Meanwhile, tax experts have 
affirmed that technology and 
innovation have the potential to 
boost revenue collection from the 
informal sector, decrease significant 
leakages, and harmonise taxation 
in Nigeria.

Yemi Sheriff Sanni, Chairman of 
Chartered Institute of Taxation of 
Nigeria (CITN) Lagos and District 
Society (LDS) and Conference 

Director, said: “The increasing 
digitalisation of economic activities, 
the role of technology, and current 
efforts by government and revenue 
authorities at all levels to broaden 
the tax net for increased compliance 
and optimal revenue mobilisation 
is crucial. The discussion over 
expanding the country’s tax net 

came in handy at a time when the 
government’s expenses exceed 
revenue in the first quarter of 2022.

“Nigeria’s oil and gas revenues 
fell 51 percent between January and 
April this year, compared to budget 
estimates of N1.23 trillion. While 
expected benefits from oil proceeds 
continue to elude the country due 

to significant reductions in oil 
production and the burden of petrol 
subsidies, taxation is the next way to 
go and technology is what to adopt.”

I n  h i s  s p e e c h ,  A d e o l a 
Agbogunleri, Chairman of the 
CITN Southwest Zonal District, 
said: “It is no longer news that 
taxation is the government’s major 
sustainable source of revenue; 
therefore, attention and focus must 
be on how to generate that revenue 
that will sustain our economy.”

Mr. Afolasade Coker, Director, 
Informal Sector, Lagos State 
Inland Revenue Service (LIRS), 
said: “There should be few or no 
loopholes for taxpayers to avoid 
or evade tax payment,” Coker said.

He said that government 
can increase revenue through 
p r e s u m p t i v e  t a x a t i o n  a n d 
information and communications 
technology (ICT), build trust in the 
taxpayer through accountability, 
and digitise tax filing to improve 
compliance.

“ I n c o r p o r a t i n g  I C T  a n d 
presumptive tax into the tax system 
will increase the number of income 
earners covered by the tax net and 
increase government revenue,” said 
the LIRS Director.

FIRS Grows Revenue AS Experts Harp On ICT Deployment
Boost In Non-oil Revenue 

Muhammad Nami , Executive Chairman, Federal Inland Revenue Service
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By Felix Omoh-Asun, Tony 
Tagbo & Musa Ibrahim 

Worried by rising headline 
inflation rate to five-
year high in May, the 

Monetary Policy Committee 
(MPC) of the Central Bank of 
Nigeria (CBN) recently increased 
the Monetary Policy Rate (MPR) 
by another 100 basis points (bps) 
to 14 percent from 13 percent.

The MPR is the benchmark 
interest rate that guides all other 
rates in the money market.

The hike represents the second 
consecutive hike in the MPR 
within months, as the committee 
had, at its meeting in May and 
for the first time since September 
2020, jerked up the MPR by 
150 bps to 13 percent from 11.5 
percent. The May 2022 mark-
up signalled a reversal of the 
apex bank’s monetary tightening 
policy and is aimed at addressing 
persistent rise in the headline 
inflation rate which has risen to 
18.6 percent as at last month from 
the 2022 opening point of 15.6 
percent, showing a 3000 bps rise 
in just six months.

Announcing the decision to 
further raise the MPR, at a press 
briefing at the end of the MPC 
meeting in Lagos, recently, the 
Governor of CBN, Mr. Godwin 
Emefiele, stated: “The MPC noted 
that the current upsurge in price 
levels remains a primary concern 
to monetary policy as members 
focused on the optimal policy 
approach required to address this 
development while protecting the 
fragile recovery.

“As regards the decision as 
to whether to tighten, loosen or 
hold, members were unanimous 
and so did not consider both 
loosening or retaining rates at 
existing levels at this meeting. 
This is because on loosening, the 
MPC felt loosening will worsen 
the liquidity condition in the 
economy and further dampen the 
money market rates necessary to 
stimulate savings and investment. 
“Members also felt that loosening 
will trigger the weakening of the 
exchange rate, which will pass 
through to domestic prices.

 “MPC did not also consider 
holding rate constant because 
the whole stance will suggest 
that the bank is not responding 
sufficiently to pull the global and 
domestic price developments as 
inflation numbers continue to 
trend aggressively upward.

And as regards tightening 
policy, members were unanimous 
that given the aggressive increase 
in inflation coupled with the 
resultant negative consequences 
particularly of purchasing power 
of the poor as well as retarding 
growth, there is the need to 
continue to tighten. 

“However, the committee 
was unanimous about the level 
of tightening needed to drain 
inflation, without dampening the 
actual output which will result in 
a higher cost of borrowing. 

“ A p a r t  f r o m  n a r r o w i n g 
the negative real interest rate, 

members were also of the view 
that tightening will signal a strong 
determination of the bank to 
aggressively address its price 
stability mandate and portray 
the MPC sensitivity to the impact 
of inflation on the vulnerable 
households and the need to 
improve their disposable income.

“Members also noted that the 
last 150 bps hike by the committee 
in May have not permeated 
enough in the economy to halt 
the rising trend in inflation, and 
noted that the month-on -month 
percentage point increase in 
headline inflation rose sharply in 
June 2022 compared with May 
2022.

“MPC also noted that other 
complimentary administrative 
measures deployed by the bank 
to address the growth in money 
supply did not moderate the 
inflationary trend.

“The committee thus voted 
unanimously to raise MPR. One 
member voted to increase the 
MPR by 150 bps. Six members by 
100 bps; One member by 75 bps 
and three members by 50 bps. 

“Consequently, the committee 
resolved to increase the MPR by 
100 bps from 13 percent to 14 
percent,” Mr. Emefiele explained.

Uche Uwaleke, Professor of 
Capital Market and president of 
Association of Capital Market 
Academics of Nigeria, said that 
the hike in the MPR in quick 
succession could signal panic on 
the part of the CBN and heighten 
uncertainty.

“This policy stance may not 
necessarily curb inflationary 
pressure given that the pressure 
is not coming from monetary 
factors but from high costs of 
petroleum products, electricity 
and insecurity. Ditto for rising 
exchange rate, so, expect to see in 
the coming months higher cost of 
borrowing, widening government 
deficit, slower economic growth, 
rising unemployment and bearish 
stock market,” Uwaleke added.

A y o d e l e  A k i n w u n m i , 
relationship manager, corporate 
banking at FSDH Merchant Bank 

Limited, said that the rate hike 
would lead to increase in lending 
rates and saving rates.

On the implication for equities 
market, Oluwaseun Dosunmu, 
head of research at Parthian 
Securities, said: “The hike in 
monetary policy rate is bad for the 
long-term outlook of the equity 
market as we might start to see 
more investors leave the equity 
market to the fixed income market 
due to the anticipation that yields 
in the fixed income market would 
increase further.

“It is a disincentive to the 
stock market as investors look 

more to the money and fixed 
income market. Admitted, the 
purpose is to curb inflation, but its 
effectiveness is another issue for 
discussion. With hindsight, it is 
rarely effective in Nigeria because 
the pass-through process is rather 
ineffective,” Saheed Bashir, CEO 
Meristem Securities, said.

Before the first rate hike in 
May, the market capitalisation 
of listed stocks on the Nigerian 
Exchange Limited had appreciated 
by N5.71 trillion between January 
and May 2022, translating to a 
monthly gain of N1.14 trillion.

But the stock market gained 
just N201.5 billion between May 
24 2022 and July 19, 2022.

The rate hike is expected to 
worsen the country’s rising debt 
stock.

Nigeria’s domestic debt stock 
increased by N1.91 trillion from 
N18.23 trillion in September 
2021 to N20.14 trillion in March 
2022. The increase came mainly 
from the Nigerian Treasury Bills, 
N914.94 billion (47.9 percent), 
FGN Bonds, N777.64 billion (47.9 
percent), and FGN Sukuk, which 
increased by N250 billion. 

In another development, 
the RT200 FX programme, a 
special programme by the CBN 
to encourage non-oil exportation 
has continued to record unrivalled 
success as it has afforded Nigeria 
a total of $600 million from 
exportation by exporters. 

The RT 200 programme is a set 
of policies, plans, and programmes 
for non-oil exports that will enable 
Nigeria to attain the lofty goal of 
$200 billion in FX repatriation, 
exclusively from non-oil exports, 
over the next three to five years. 

The programme has f ive 
components as announced by 
Mr. Emefiele. The key anchors 
are value-adding exports facility; 
non-oil commodities expansion 
facility; non-oil FX rebate scheme; 
dedicated non-oil export terminal 
and biannual non-oil export 
summit. 

As a result of the programme, 
exporters have received N20 
billion as rebate, a decision 
described as encouraging by 
manufacturers. 

Mr. Emefiele said that the 
bank paid eligible exporters over 
N20 billion rebates in the second 
quarter of implementing the 
RT200 FX programme for exports 
worth $600 million. 

He said: “We are delighted that 
the race to $200 billion is yielding 
good results under the RT200 
programme because in the data 
that we have so far, we found out 
that we have received inflow as at 
June this year of over $2.9billion. 

“And we all know that in the 

first quarter when we started, we 
disbursed N3.6 billion as rebate 
for those who have conducted 
export activities. For quarter 
two, we have this morning just 
approved the release and payment 
and rebate to those who conducted 
export activities to the tune of 
N20billion. 

“You can see a jump from 
N3.6 billion in quarter one to N20 
billion in quarter two because 
whereas we found out that, yes 
there has been a lot of exports, 
those exports that were found to 
be eligible for the reason were 
in the tune of over $600 million 
and that is the reason why we are 
paying slightly over N20 billion in 
the second quarter.” 

Mr. Emefiele said that it was 
delighting that a lot of people had 
been doing export in Nigeria as 
a result of the incentive that the 
CBN was providing and paying 
promptly. 

He said: “Exports in earnings 
are increasing and we have 
calculated that at some point, we 
will get to a point where the banks 
will not even need to come to the 
CBN to buy FX for the needs of 
their customers. We are delighted 
that we are moving gradually in 
that direction and this number 
will improve by the end of the 
year.” 

Meanwhile, the Manufacturers 
Association of Nigeria (MAN), 
w h i l e  c o m m e n d i n g  t h e 
programme, said that the rebate 
offered under the programme 
should be expanded to cover the 
forex rate gap between the official 
and parallel market. 

Segun Ajayi-Kadir, Director-
General (DG)/CEO of MAN said: 
“Without a doubt, the CBN RT200 
FX programme is a good initiative 
as it was designed to stimulate 
the growth of non-oil export 
in Nigeria. This comes against 
the backdrop of the lacklustre 
implementation of the export 
expansion grant. 

“We should also talk about 
the issue of adequacy of the 
RT200FX as an export incentive. 
The ambition is to hit $200 
bi l l ion in foreign exchange 
earnings over the next three to 
five years from non-oil proceeds. 
So, it is important to create 
a conducive and stimulating 
environment for scale in order 
to achieve the target. 

“It should be noted, therefore, 
that the N65 to $1 or N35 to $1 
rebate offered by CBN is not 
covering the FX rate gap between 
the official and parallel market. 

“The payment of N23.6billion 
as rebate in H1 2022 presupposed 
a  c o m m e n d a b l e  l e v e l  o f 
repatriated export proceeds sold 
on the investors and exporters 
(I&E) window. 

“On this score, we may also 
assume that the programme is 
encouraging FX inflow and sale. 
We should, however, be interested 
in the content of the export that 
earned the repatriated proceeds. 
Are they commodities with value 
addition? Are they processed or 
manufactured goods?,” he said. 

Citing Rising Inflation, CBN Hikes MPR To 14%
Emefiele Gives Reasons Behind Decision 
As Manufacturers Commend CBN over RT200 Policy 

Mr. Godwin Emefiele, Governor, Central Bank of Nigeria

It is a 
disincentive 
to the stock 
market as 
investors 
look more to 
the money 
and fixed 
income 
market
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Bridging $108bn Infrastructure 
Financing Gap Is To Increase 
Food Production, Exports
Just as the President of African 

Development Bank (AfDB) 
Group, Dr. Akinwumi Adesina, 

gave strong assurance to investor 
from United States of America 
(USA) that Africa is a secure, 
competitive and profitable market 
for investment, I do strongly also 
believe that U.S. investments are 
critical for accelerating infrastructure 
development on the continent. 

Adesina was speaking at the U.S.-
Africa Business Summit in Marrakech 
where he told American investors 
to see Africa as a logical investment 
destination and to engage with the 
continent in win-win partnerships.

He invited American businesses to 
invest in the opportunities created by 
the AfDB Group’s $1.5billion African 
emergency food production facility, 
designed to ease the impact of the 
current global food crisis, worsened 
by Russia’s invasion of Ukraine.

The facility, the first of its kind, 
will help countries purchase and 
distribute agricultural fertilizer and 
seeds, provide emergency support 
over four planting seasons, increase 
food production by 30 per cent, and 
create $12billion worth of food.

Obviously, some of Africa’s multi-
billion investments are proofs of the 
continent’s investment potential. 

Apart from the Dangote Group’s 
$20billion petroleum refinery and 
fertilizer production complex in 
Nigeria, Adesina also cited South 
Africa’s MTN Group, which currently 
operates in 19 markets.

Corroborating Adesina, I see 
that despite the disruptions of the 
COVID-19 pandemic and its impact 
on economies, the number of private 
equity deals in Africa had increased 
from 230 in 2019 to 255 by 2020, and 
even in turbulent times, opportunities 
still abound in Africa.

Although Africa still faces an 
annual infrastructure financing gap of 
between $68billion and $108billion, 
it is delighting that the AfDB 
Group’s investments to help improve 
livelihoods and economies are in good 
measure; it had committed more than 
$44billion to infrastructure across the 
continent in the last six years alone, 
most notably in transport, energy, and 
water and sanitation.

A week ago, the Board of Directors 

of the AfDB 
G r o u p 
approved a 

$134million loan for the 
National Agriculture Growth 
Scheme – agro pocket 
program in Nigeria - to scale 
up food production and boost 
livelihood resilience.

Understandably, the program 
will support fast-tracking of the 
implementation of key policy 
and institutional reforms and 
boost private sector participation 
in agriculture, and it is to help 
increase cereals and oil grains 
production by seven million tonnes 
to 35 million tonnes.

It will also increase average 
cereal yields from 1.42 tonnes to 
two tonnes per hectare during the 
September 2022-December 2023 
implementation period.

The program aligns with the bank’s 
African Emergency Food Production 
Facility and will support Nigeria’s 
efforts to mitigate the impacts of the 
war in Ukraine.

Food prices have been rising 
rapidly due to higher volatility 
caused by the COVID-19 pandemic, 
aggravated by the war.

The program also aligns with the 
bank’s 10-year strategy as it promotes 
climate-resilient agriculture and 
targets the vulnerable population, 
including youth and women.

Nigeria, Africa’s most populous 
nation, is projected to hit 402 million 
by 2050 from 206 million people 
in 2020, making it the third-most 
populous country globally.

The bulk of its rural population, 
representing 48 percent of the 
populace, produces up to 90 percent 

of the national output.
However, the AfDB said 

inadequate support 
for the farmers 
has confined them 
to traditional 

a g r o n o m i c 
t e c h n i q u e s , 

r e s u l t i n g 
in low 

product iv i ty 
and limited 
opportunities for 
value addition.
In 2020, the 

harvested cereals 
area and yields declined 

by 2.75 percent and 1.5 percent, 
respectively.

Lamin Barrow, Director General 
of the Bank’s Nigeria Country 
Department, says the program would 
prioritise support for five strategic 

crops: maize, rice, wheat, soya beans 
and sorghum, with a particular focus 
on wheat value chains.

The agro pocket program is 
anchored in the National Agriculture 
Technology and Innovation Policy 
(2022-27) which aims to modernise 
Nigeria’s agriculture sector in line 
with changing global food systems and 
supply chains, and will complement 
the bank-supported operations in 
the country, particularly the special 
agricultural special zones.

The ank will support the federal 
government to put in place a robust 
institutional framework, including 
operationalisation of the agro 
pocket program Secretariat as the 
administrative vehicle to oversee the 
implementation of the scheme, whose 
precursor is the highly successful 
e-wallet scheme that was rolled out in 
Nigeria between 2012 and 2015.

It is commendable that the 
program would help build the 
resilience of farming livelihoods, 
enhance farmers’ access to improved 
seeds, and strengthen the capacity of 
industry stakeholders.

I, therefore, share in the position 
of Beth Dunford, the bank’s Vice 
President, Agriculture, Human and 
Social Development, that cushioning 
the poor from the effects of higher 
food, and energy costs, requires 
urgent and sustainable policy, such 
as increased public expenditure on 
agriculture.

Considering the whole 
development, it is even more 
delighting that Kamala Harris, Vice 
President of the USA, recently stated 
that the United States is focused on 
how to increase food production and 
exports within Africa, highlighting 
that public-private partnerships (PPP) 
could play a key role in this regard.

“We are focused on the urgent 
need to increase food production and 
exports with and within Africa,” she 
said. Beyond saying that Joe Biden, 
President of USA and herself are 
looking forward to welcoming leaders 
from across the African continent 
to Washington, DC from December 
13th through the 15th, for the United 
States-Africa Leaders Summit, Harris 
also recognises the critical importance 
of strengthening the U.S. relationship 
with countries across Africa.

...inadequate 
support for the 

farmers has confined 
them to traditional 

agronomic 
techniques, resulting 

in low productivity 
and limited 

opportunities for 
value addition


