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WASTING THE GOLDEN ERA:
THE PARADOX OF IDLE
YOUTH POPULATION
Unemployment has become a hydra headed problem. Almost every presidential candidate, at last count 95
of them, have unemployment among top 3 issues to be resolved. But wait a minute, how do you solve a
problem without a dimension. How do you determine a value in a simple or quadratic equation without the
unknown parameters? The last time unemployment data was released was 2years ago (Q2’2020), even
before then, there was a gap. GDP is growing at 3.4% while Labor productivity in Nigeria is 1.7%. This
implies that there is high level of underemployment as well as unemployment.

N

igeria, like most developing
countries, is experiencing
youth
bulge.
In
demographic studies, youth bulge
refers to a demographic trend
characterized by large share of youth
and children population. This agecohort pattern is usually experienced
when countries succeed in reducing
infant mortality while keeping
fertility rate high. For example,
Nigeria is currently experiencing its
youth bulge while most European
countries are currently characterized
by ageing population.

Nigerian Population Pyramid

Source: Population Pyramid.net; FDC Think Tank

German Population Pyramid

Generally, youth bulge is a timebound
phenomenon
that
is
experienced by most countries in the
course of demographic transition. It
comes with myriads of complexes
including demographic dividends
and challenges. It could catalyze
economic growth through increased
labour participation and human
capital development. In periods of
youth bulge, more youth adults are
expected to enter the working
population
thereby
increasing
labour supply. If these cohorts are
fully engaged, aggregate supply will
substantially increase, dependency
ratio will fall, income per capital will

¹https://www.globalintegrity.org/2017/09/21/recap-how-china-escaped-the-poverty-trap/

3

rise and economic inequality will
fall. It is a golden era for any
economy.
The harvest of opportunities that
youth bulge offers will depend on
how it is harnessed. For example,
South Korea and now China
exploited the golden opportunity.
They understood the era and moved
by initiating policies that helped to
harness the youth potentials. First,
they created environment within
which small businesses could
flourish. China rigorously pursued
programs that helped its 269 million
youths population in assessing
resources and running small
businesses.
Second, they created environment
conducive for foreign multinationals
to see their economies as choice
destination for investment. This led
to creation of massive jobs for the
youth population. Third, China
began transitioning its economy
from agrarian-based to industrialbased economy, and currently it has
begun a necessary transition to
services without diminishing its
industrial dominance. China also
diminished the power of its landed
elites by allowing for social mobility.
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Consequently, China lifted 800 million people out
of poverty in one generation¹, and continued to
sustain its output growth rate above the global
output growth for more than two decades.

Empirical research suggests that there is strong
correlation between poorly managed youth bulge
and armed conflicts². When youth population rises,
as in the case of Nigeria, the youth age cohort
could feel marginalized if they are not gainfully
employed.
The
feeling
of
economic
marginalization by the cohort has been associated
with rising insecurity in the Sahel and Middle East.
In Nigeria, rising insecurity and terrorism could be
associated with the feeling of frustration, economic
marginalization, and alienation by the teeming
youth population. In the past decade, estimated
87,903 people have died through Boko haram, state
actors, sectarian actors and other armed bandits
and terrorists³. The increasing population of
Nigerian youths that are into terrorism today
confirms Dabbs view that cost of recruitment into
armed criminal groups is low in the era of youth
bulge⁴.

Chinese, Nigeria and World Economic Growth Trend
(2000 to 2021)

Source: WDI; FDC Think Tank

Deaths by Different Perpetrators

However, Nigeria is failing to harness its youth
bulge. Instead of demographic dividend, the
country is on the path of harvesting demographic
crises from its youth bulge. Demographic theorists
posit that if youth bulge is not converted to
economic opportunities, it will turn out to become
demographic crises. The later appears to have
become the nation’s hallowed experience. The
golden era has become an era of growing
unemployment. Young persons between the age of
15 and 34 years make up 43% of the labour force in
Nigeria with nearly half of the youth labour force
been unemployed based on NBS 2020 survey. The
unemployment rates for persons between age of 15
and 24 years and 25 and 34 years were estimated at
53.4% and 37.2% respectively. In addition, about
21% of persons who are between the ages of 15 and
34 years are underemployed.

Source: Nigeria Security Tracker; FDC Think Tank

Moreso, rising insecurity represents a huge
opportunity cost for the economy. It distracts
policy makers and economic managers from
focusing on growing the economy to focusing on
fighting insecurity. Resources that would be used
for the provision of education, development of
human capital and boosting economic activities
will be diverted to fighting insecurity. In the past
decade, Nigeria has spent about N6 trillion on
fighting insecurity, while spending only N5.4
trillion on recurrent expenditure in the education
sector between 1980 and 2020. Institute of
Economics and Peace (IEP) also reported that the
growing violence in the country cost Nigeria about
$132.59 billion (or N50.38 trillion) or 8% of GDP in
the past decade. Thus, instead of harvesting

Nigeria Unemployment Rate by Age Distribution

Source: NBS; FDC Think Tank
²http://www.sneps.net/wp-content/uploads/2015/10/Pages-from-Goldstone-CMP3-2-urdal.pdf
³https://www.cfr.org/nigeria/nigeria-security-tracker/p29483
⁴Sciubba, Jennifer Dabbs (2011) The Future Faces of War: Population and National Security. California: Praeger: 18
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demographic dividend from its bulging population, Nigeria has rather harvested huge economic
lost, crisis and ballooning future costs in terms of debt overhang.
Although Nigeria has wasted a substantial share of its golden era, there are vast opportunities for
exploiting the demographic dividends that youth cohort can offer. To start with, the youth
population must be prepared for the labour market. This requires prioritizing education and skill
development. While expanding access to secondary and tertiary education as well as skill acquisition
is required to create opportunities for the youth population, there is also the need to enhance the
capabilities to make the right decision for seizing opportunities through better access to credit,
access to information, and development of well-functioning markets. Furthermore, Nigeria would
need to embark on addressing the legacy constraints that undermine industrial development. It
must tackle energy poverty as over 50% of Nigerians do not have access to national grid⁵. The
focus on subsistence agriculture which has dominated Nigeria’s Agricultural sector policy needs to
change: it must focus on commercial and mechanized farming. The pace of industrial transition
must be more than doubled while keying into the fourth industrial revolution – the era of digital
economy. The government and policy makers must rethink the fight against insecurity from the
viewpoint of creating economic opportunities rather than purely military combat. The time to begin
to harvest the golden era is now and we must act now or never. Indeed, Nigeria still has a second
chance.

⁵https://www.lightingglobal.org/news/nigeria-tackling-energy-poverty-during-covid-19/
#:~:text=In%20Nigeria%2C%20the%20Rural%20Electrification,hours%20of%20electricity%20every%20day.
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IMF REVISED NIGERIAʼS
ECONOMIC GROWTH FORECAST
UPWARDS TO 3.4%

T

he International Monetary Fund
upgraded its projection for Nigeria’s
economic growth in 2022. This was on the
premise that the rise in global oil price will
improve the growth prospect of Nigeria in 2022.
This is a 0.7% increase from its earlier forecasts
(2.7%) in January 2022. It was disclosed in its
April edition of World Economic Outlook: War
Sets Back the Global Recovery. The multilateral
agency also forecasted a 3.1% growth rate in
2023 down from 3.4% in 2022.

poverty (above 55%) and high misery index of
about 52%.
Interestingly, the increase in oil prices has
projected a positive outlook for the region
particularly oil exporting countries like Nigeria
and Angola. The major down side risks to the
projection is sub-optimal oil production. Nigeria
may fail to benefit from this higher oil prices due
to sub-optimal production as a result of oil theft
and vandalism. This has implications for foreign
exchange earnings and government finances in a
time of high interest rate and excruciating debt
service burden. Another risk to the forecast is
rising food prices which has serious implications
on inflation rate in Nigeria and SSA as a whole.

IMF’s forecast for Nigeria is lower than the
outlook for SSA region which is expected to grow
by 3.8% in 2022. In SSA, food covers a larger
share of consumer spending (above 40%).
Higher food prices is detrimental to household’s
purchasing power and consumer demand
particularly in low income households.
Unfortunately this is the reality of most
Nigerians with high level of multi-dimensional

They projected that the global economy will
contract to 3.6% in 2022 from 6.1 % in 2021 as a
result of the war on Ukraine, and sanctions on
Russia. Beyond 2023, global growth is projected
to decline to about 3.3% over the medium term.

6
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GLOBAL PERSPECTIVE:
TRANSITION POLICIES FACE ENERGY
SECURITY HEADWINDS
Culled from the Economist Intelligence Unit
Energy transition is expected to retain a
central role in energy policy, but concerns
over energy security amid the war in
Ukraine risk delaying decarbonization
efforts.
High energy costs and supply uncertainties
have prompted some governments to scale
back climate goals and divert policy
emphasis on ensuring energy security.
High commodity and capital costs will add
to the challenges facing energy transition,
with a major impact on developing
countries.
Recent IPCC reports have highlighted the
need for adaptation to climate disasters and
the gap in mitigation efforts required to
reach climate goals, adding to the list of
areas in need of policy and investment
support.
Country peculiarities in terms of
development and fossil-fuel resources would
determine the focus of energy policy in the
foreseeable future.

T

he transition to a clean energy economy has been
a fundamental long-term dynamic for the global
energy industry in the past few years. Energy
related emissions, predominantly from fossil fuel
combustion, account for about 90% of global total CO2
emissions. Energy transition to low-carbon sources retains
the central role in policies to tackle climate change but
recent global incidents have thrown up challenges.
About 140 countries globally have announced some sort of
net-zero or carbon neutrality target, although with varied
timelines, covering almost 90% of global emissions.
Substantially increasing renewables in the energy mix,
which requires massive investments, is a key goal in most
of those commitments. Such targets require immediate
efforts for future benefits which often courts them in
conflict with more immediate economic difficulties such as
high gas and gasoline costs.
Disruptions in the global energy markets caused by the
pandemic and the war in Ukraine have uncovered major
risks as governments, in the developed and the developing
world alike, are shifting their focus from the energy
transition to short-term energy security. A focus on the
latter would lead to diverting some resources from
renewables to fossil fuels.

8
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Recent events lead to a shift in policy emphasis

indicated plans to increase domestic coal mining
capacity, despite efforts in recent years to reduce coal
consumption. These changes reflect a re-prioritisation
of near-term growth prospects, amid an economic
environment clouded by the prolonged effects of the
pandemic, disruptions caused by the war and stress in
the domestic property market. The softening approach
highlights the acknowledgment of challenges in
achieving ambitious climate goals, while ensuring
energy security and economic growth.

To reduce dependence on a single source, the EU's
REPowerEU plan targets completely abandoning
Russian gas by 2030 substituting it with liquified
natural gas (LNG) in addition to a continued
adoption of renewables and energy efficiency.
Increasing LNG imports will require massive
investments in developing new regasification
terminals required to receive LNG, and possibly
funding liquefaction terminals in exporting countries
to secure long-term supply guarantees.

Despite the recent challenges, we believe that in the
long-run the two goals of energy transition and energy
security could converge as renewables are increasingly
viewed as a secure, abundant and affordable source of
energy. Such a convergence in policy thinking is
likelier in fossil-fuel importers such as Europe, Japan
and China but may face higher resistance in countries,
such as the US, Canada and Australia, which may find
it attractive to double-down on their domestic
hydrocarbon reserves.

Although the EU policy doesn't dilute any emphasis
on moving away from fossil fuels, the policy effort
that will have to be made to strengthen energy security
could delay decarbonisation and curtail investment in
clean energy. Carbon prices on the EU emissions
trading scheme (ETS) have dropped dramatically and
remain below pre-invasion levels, as an indication of
market sentiment for an expected delay in Europe's
decarbonisation drive.

Market fundamentals as dampener
Furthermore, the war in Ukraine has caused a steep
rise in the prices of many base metals such as copper
and zinc which are a key input in solar and wind
farms. Prices of nickel and lithium, critical for
batteries, have also climbed since the invasion.
Affordable battery technology is crucial for
decarbonising the auto sector and supporting a
renewables based power system which is characterised
by intermittent generation due to weather related
factors.
Long-term purchase contracts may insulate
manufacturers from cost pressures in the short-term,
but elevated prices of these metals for an extended
period of time will make the transition costlier,
potentially causing higher resistance to abandoning
dirty fossil fuels.

China has also recently indicated taking a flexible
approach to its carbon emissions and energy saving
goals set under its 14th five-year plan framework,
during its annual legislative meetings held in March
2022. The country delayed its deadline of "peak carbon
use" in the steel sector from 2025 to 2030 and

9
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a clean energy system quickly. Whereas, their fossilfuel rich peers in North America and Australasia
would take a steadier policy approach to energy
transition which may result in extended support for
fossil-fuels. Balancing development priorities with
their climate pledges will drive the policy direction in
developing economies such as India and China. Fossil
fuels will continue to dominate their energy mix with
an expected impact on investment in renewables
owing to the current risk scenario.

On the financial side, central banks moving to a
monetary tightening cycle will discourage investment
capital for development or scaling of nascent
technologies, such as carbon capture and green
hydrogen which are necessary for expediting the
transition process.
From an international perspective, these trends would
constrict the availability of financial support from the
developed world to facilitate the energy transition in
emerging economies—support that has already fallen
short of pledges. As a result, emerging economies will
continue to invest in fossil-fuel power generation in
order to cater for economic and population growth,
widening disparities in the energy transition between
developed and developing countries.

IPCC rings the warning bell
Amidst the recent events which leave major
implications for the global energy industry (and its
transition), the Intergovernmental Panel on Climate
Change (IPCC) has called for greater efforts required
to tackle climate change effectively. Recent reports
from IPCC have highlighted the need to undertake
massive investments in adaptation to numerous
natural disasters, and the apparent gap in ambition
and reality of mitigation through emissions reduction.
Short-term energy security concerns already pose a
challenge to effective mitigation; increasing climate
disasters add another layer of policy conundrum as
investment requirements for adaptation compete for
funds earmarked for mitigation—crucially as support
to developing nations.
The interlinked issues of ensuring energy security and
decarbonisation of the energy system will remain a key
energy policy variable in the years to come. The
convergence (or the lack of it) of the two issues will be
shaped by country-specific conditions. Developed
economies, but with minimal fossil-fuel reserves, such
as in Europe or Japan would be keen on switching to

10
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AFTER GETTING INFLATION SO WRONG
CAN THE FED NOW GET IT RIGHT?

M

It was a simple, stunning No one now doubts that inflation is a
admission. “We have had problem for today. Consumer prices
price stability for a very long rose by 8.5% in March compared with
time and maybe come to take it for a year earlier, a four-decade high.
granted,”
Jerome
Powell,
Belatedly, the Fed has swung
chairman of the Federal
into action. As recently as
Reserve, said last month. Many
The mid-2021 most members of its
factors explain the latest burst
rate-setting committee believed
in inflation, with snarled supply hawks that it would not raise interest
chains, tight job markets,
rates at all this year (see chart 1).
generous fiscal policy, loose
At its meeting in March,
are
monetary policy and, more
however,
Fed
officials
recently, the war in Ukraine all taking concluded that they would raise
part of the fabric. But one
rates by nearly two percentage
thread runs through them all.
flight points in 2022, setting America
Investors,
analysts
and,
up for one of its steepest
crucially,
central
bankers
tightening cycles in a quarter of
believed that high inflation in
a century. How did the Fed get it
America had been consigned to history, so wrong? And does its sharp shift
a problem more for academic studies mean that it is at last getting it right?
than for current policy.

12
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Explanations for the Fed’s mistake fit into three
related categories: a failure of imagination; a
technical trap; and institutional inertia. In failing
to see how bad things might get, the Fed was
hardly alone. When inflation perked up a year
ago, most analysts and investors pointed to
dislocations from the pandemic. With people
avoiding crowded places, demand for goods such
as cars and computers had boomed just as
companies were struggling to make them. As
covid-19 faded away, so would inflation.

A common refrain of Fed critics is that it was
caught fighting the last war. The recovery from
the global financial crisis of 2007-09 was
protracted, with inflation staying subdued (see
chart 2). Sonal Desai of Franklin Templeton, an
asset manager, thinks this misled the Fed. “The
idea was that inflation expectations were so wellanchored that a free lunch was available. You
could have a massive expansion of fiscal and
monetary policy, and still no impact on
inflation,” she says. This time, though, the
economy was not emerging from a deep financial
crisis. Rather, the pandemic was more akin to a
natural disaster, from which recoveries tend to be
swifter.

Not all economists were so optimistic. Most
notably Larry Summers, a former treasury
secretary. In February 2021—when prices were
still quiescent—he warned that President Joe
Biden’s $1.9trn covid-relief bill might “set off
inflationary pressures of a kind we have not seen
in a generation”. Others, including Olivier
Blanchard, a former chief economist of the IMF,
and Jason Furman, an economic adviser to
Barack Obama, added their concerns. “At a
minimum the Fed should have been much more
even-handed in assessing that inflation might
come down, but that it might also stay high,” says
Mr Furman. Indeed, as prices rose, interest rates
fell in real terms, which only added fuel to
inflation.

A more technical explanation for the Fed’s
mistake was its new framework for monetary
policy, unveiled in August 2020, known as
“flexible average inflation targeting”. Boiled
down, the idea was to let the economy run hot to
make up for colder periods, so that inflation
averages 2% over time. Bill Dudley, a former
president of the New York Fed, argues that this
framework
has
merit,
but
that
its
implementation was clumsy. The Fed wanted to
be certain that inflation would stay above 2% for
a while and that the job market was in rude
health before lifting rates. “The flaw was putting
yourself in a position where you tied your hands,
so you almost had to be late with tightening,”
says Mr Dudley.

13
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Even for those more inclined to be forgiving,
there is concern about how long it took the Fed
to alter its course. “Committees have inertia,”
says Adam Posen of the Peterson Institute for
International Economics, a think-tank.
“Ideally, central banks should be completely
shameless about saying, oops, we made a
mistake. We’ve got to fix it. But they’re not.”
Kristin Forbes of the Massachusetts Institute
of Technology says the Fed made it hard for
itself with its open-ended asset-buying
programme, or quantitative easing (QE). The
Fed was nervous about how to halt QE without
upsetting markets. By contrast, the Bank of
England had a fixed end point for its QE.
“Everyone expected it to end on a certain date,
unless there was big news in a different
direction,” Ms Forbes says.
At some level the Fed has now corrected its
three mistakes: it is alert to the reality of
inflation; it has, in effect, shelved its averageinflation framework; and institutional
momentum has moved towards tightening,
such that even its erstwhile doves sound
relatively hawkish. Alongside a steep path of
rate increases, it is expected to start shrinking
its balance-sheet next month. “It is not clear
that moving any faster would gain you more
credibility or more inflation reduction. But it is
clear that it would massively increase the
likelihood of recession,” says Mr Posen. As it
stands, the Fed has never before managed to
reduce inflation from such lofty levels without
inducing a downturn. Mr Powell himself
conceded last month that a soft landing would
be hard to pull off.

Even so, some still sense over-confidence. The
median forecast of the Fed’s rate-setting
committee has been branded as “immaculate
disinflation”: according to its projections in
March, inflation is expected to come down to
2.3% (on the Fed’s preferred gauge) in 2024,
despite short-term interest rates reaching only
2.8%. Put crudely, this implies that real rates
will be barely positive and yet inflation will
somehow fizzle out.
Mr Dudley says the next test for the Fed may
come next year. Given the ebbing of pandemic
distortions, inflation may well tick down over
the rest of 2022. That, however, will not get
America back to an annual inflation rate of
2%. Instead it may be closer to 4%, with
companies still struggling to hire workers in an
overheated economy. If the Fed lets up at that
point in its tightening, America could be
primed for trouble, warns Mr Dudley.
“Underlying inflationary pressures will
gradually drift higher, and the Fed will be
forced to respond more aggressively later,” he
says. “The risk for a hard landing goes up the
more it procrastinates.”
Mr Furman is less worried, thinking the Fed
will go further with its tightening if inflation
remains uncomfortably high next year. “When
reality is different from what they think, they
themselves will make the necessary changes,”
he says. Still, he would like the Fed to be clearer
now that its tightening “has no preset stopping
point”, and will keep going as long as inflation
is elevated. After a year of erring on the side of
optimism, and getting it wrong, it is an appeal
for more humility.

14
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GLOBAL PERSPECTIVE:
OIL REBOUNDS AS SUPPLY CONCERNS DOMINATE
Culled from Reuters

O

il prices rebounded on Wednesday as a drop
in U.S. oil inventories and concerns over
tighter supplies from Russia and Libya drove
a recovery from the previous session's sharp losses.
Brent crude futures rose $1.46, or 1.4%, to $108.71 a
barrel by 1139 GMT.

However, a softer global economic outlook and
continuing COVID lockdowns in China have hurt
demand in the world's top crude importer and are
weighing on prices.
On the supply side, the Organization of the
Petroleum Exporting Countries and its allies, known
collectively as OPEC+, produced 1.45 million barrels
per day (bpd) below its production target in March as
Russian output began to decline after sanctions
imposed by the West, a report from the producer
alliance showed.

The front-month WTI crude futures contract, which
expires on Wednesday, rose $1.50, or 1.5%, to $104.06
while the second-month contract gained $1.52 to
$103.57.
The two main benchmarks had fallen by 5.2% in
volatile trading on Tuesday after the International
Monetary Fund (IMF) cut its forecast global growth
forecast by nearly a full percentage point, citing the
economic impact of Russia's war in Ukraine and
warning that inflation had become a "clear and
present danger" for many countries.

Various outages added to concerns about supply.
OPEC member Libya has been forced to shut in
550,000 bpd of output because of a wave of blockades
on major oilfields and export terminals, the country's
National Oil Corporation said on Wednesday.
The Caspian Pipeline Consortium's (CP) Black Sea
terminal could return to full capacity as early as
Wednesday, Kazak Energy Minister Bloat
Akchulakov said. The CP pipeline and terminal,
which ship about 80% of Kazak crude exports, have
been working at half usual capacity after a storm
damaged two of its three mooring points last month.

Weakening growth and mounting inflationary
pressure can only mean one thing: the spectre of
stagflation is hanging over the global economy," said
P.M analyst Stephen Greenock.
Global oil prices have been pulled higher by a tighter
supply outlook after sanctions against Russia - the
world's second-largest oil exporter and a key
European supplier - over its invasion of Ukraine,
which Moscow calls a "special operation".

In the United States, crude stocks fell by 4.5 million
barrels last week, according to market sources citing
American Petroleum Institute figures on Tuesday.

16
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MACROECONOMIC
INDICATORS
1ST -19TH APRIL

Money Market
The interbank money market opening position averaged
N204.05bn between April 1st – 19th. This is 32.26%
lower than its average position of N301.24bn in the first
half of March (1st – 15th). The decline is as a result of
the OMO net outflow of N1.53bn (OMO repayment of
N48.47bn and OMO bills of N50bn) compared to the
OMO net inflow of N245.52bn in the first half of March.
Due to the decline in liquidity, average NIBOR rates
(OBB/0N) rose by 142bps to 7.42% within the period of
review from 6.00% in the first half of March.
1

Primary

During the review period, a total of N159.03bn was
auctioned in the primary market. The 91-day and 182day t/bill yields declined by 1bp and 28bps respectively,
while yield rose by 50bps on the 364-day bill. At the
secondary market, yields on all three t/bills fell by an
average of 72bps.

Outlook
Rates are expected to remain stable in
the near term pending the projected
increase in interest rate at the coming
MPC meeting in May.

Secondary

¹Source: FMDQ, FDC Think Tank
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Forex Market
The Nigerian forex market is segmented with multiple
exchange rates. The most important rate is the Investors
and Exporters window (IEFX). No less than 55%-60%
of Nigerian forex transactions are traded on this
window. The CBN and most exporters and investors use
this window. It serves not only as a source of price
discovery but also as a barometer for measuring
potential and actual CBN intervention in the market.
Some of the exchange rate determinants are the balance
of payments, capital inflows, and trade balance.

Outlook
In the I&E window, the Naira is projected to remain

relatively stable in the near term, trading between
the band of N416.50/$-N417/$, as CBN continue to
supply the foreign exchange market following the
higher oil prices. However, demand pressure in the
parallel market is expected to linger, which will
further depreciate the Naira. The Naira is projected
to trade around N588/$ and N590/$ in the parallel
market.

Exchange Rate
Rates in the I&E window traded within the band of
N416.17/$-N417.00/$ in the review period. Rates
averaged N416.75/$, which was 0.06% depreciation
from the average rate of N416.50/$ in the first half of
March. In the same vein, exchange rate also depreciated
in the parallel market by 1.61% to an average of
N587.95/$ in the review period from N578.67/$ in the
first half of March. Rates hovered around N586/$ N590/$. Average turnover in 1st-19th of April increased
by 6.23% to $126.80mn from $119.36mn in the first half
of March.
2

External Reserves
Nigeria's gross external reserves gained by 0.10% to
$39.74bn in April 14 from $39.70bn in March 15th. Gross
external reserves also gained by 0.51% so far in April.
The increase is largely driven by higher oil prices.

3

Outlook

Implication

The gross external reserves are expected
to increase in the near term as oil prices
remain high, albeit moderately due to the
country’s sub-optimal oil production.

This will support CBN’s capacity to increase
forex supply to the foreign exchange
market, thereby stabling the currency.

²Source: FMDQ, FDC Think Tank
³Source: CBN, FDC Think Tank
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COMMODITIESEXPORTS
Nigeria is an export dependent economy. It derives over
80%-90% of its export revenue from crude petroleum
and LNG.
Oil Prices
Oil prices tumbled below $100pb on April 11 due to US
and the IEA plans to release their largest crude oil from
their strategic oil reserves in order to taper oil prices.
Prices declined by 6.65% on the average to $105.03pb in
the review period (April 1st-19th) from $112.51pb in the
first half of March. However, oil prices have increased
by 2.25% so far in April, to close the review period at
$107.25pb over concerns of a tighter supply following
the lingering Russia-Ukraine war and the protest in
Libya that has lowered oil production.

4

Oil production
Domestic oil production declined by 3.57% to 1.35mbpd
in March 2022 from a revised figure of 1.40mbpd in
February 2022. However, the country’s oil rig count rose
by two points to ten in March from eight in February.
OPEC’s crude oil production rose by 57,000bpd to an
average of 28.56mbpd in March from 28.50mbpd in
February. Oil production increased largely in Saudi
Arabia Kuwait and UAE while it declined in Libya,
Nigeria and Congo.

5

Outlook

Impact

Oil prices are likely to trade above
$100bp in the near term as the RussiaUkraine war intensifies and oil supply
continues to contract. Domestic oil
production is expected to remain below
OPEC quota as operational challenges
in the oil sector lingers.

Crude oil is the largest source of the
country’s revenue, as a result, higher oil
price will increase the country’s oil
revenue and foreign exchange earnings.

⁴Bloomberg, FDC Think Tank
⁵Source: OPEC, FDC Think Tank
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Natural Gas

Cocoa

The price of Gas were mostly bullish within the review
period. It rose to a high of $7.82/mmbtu before settling
to close the period at $7.18/mmbtu (April 19th). The
price of gas on the average was $6.50mmbtu (April
1st-19th), a jump of 38.70% from the average price of
$4.69mmbtu in the second half of March. So far in April,
gas price have soared by 25.52%. The surge in the price
of gas is due to supply constraints following the
lingering Russia-Ukraine war.

Average price of cocoa rose marginally by 0.79% to
$2617.55/mt in the review period (April 1st-19th) from
$2597/mt in the first half of March. However, cocoa
prices declined by 0.73% so far in April to close the
period at $2580/mt over expected increase in supply as
above-average rain, falls in cocoa growing regions of
major producing country (Ivory Coast).

6

7

Outlook

Outlook

The price of gas is expected to remain
high as supply continues to contract
following the Russia-Ukraine war and a
prediction of a cooler spring
temperature in Europe.

As a rainfall in the near term improves,
the quantity and the supply of cocoa
product in growing countries (Ivory
coast, Ghana, Nigeria) will increase. This
will lead to fall in the price of cocoa in
the near term.

Implication
LNG accounts for 12.8% of total exports.
Therefore, the increase in LNG prices
will buoy export earnings and
government revenues.

Implications
The country’s foreign exchange earnings
are expected to fall as cocoa prices
declines.

⁶Bloomberg, FDC Think Tank
⁷Bloomberg, FDC Think Tank
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COMMODITIESIMPORTS
Wheat
Wheat price fell by 7.05% on the average to $1065.66/
bushel in the review period (April 1st-19th) from
$1146.55/bushel in the first half of March due to higher
supply from India. On the contrary, price of wheat have
increased significantly by 12.04% so far in April to close
the period at $1109/bushel (April 19th) as Russia’s
invasion of Ukraine intensifies, escalating supply
concerns as both countries account for 30% of global
trade in wheat.

Corn
The average price of corn rose by 2.61% to $766.25/
bushel in the review period (April 1st -19th) from an
average price of $746.73/bushel in first half of March.
In the same vein, the price of corn have risen by 8.81%
so far in April to close the review period at $799.75/
bushel (April 19th). The increase in the price of corn is
due to limited supply amidst stronger demand.

8

Outlook
Wheat prices are projected to remain
elevated in the near term as the RussiaUkraine war lingers, fueling supply
concerns.

9

.

Outlook - Grains

Impact

Prices are projected to remain elevated in
the near term as supply of corn falls. Dry
weather condition in Brazil and delay in
China’s corn planting following the
lockdown of their cities, may limit corn
production.

Higher wheat prices will spur Nigeria’s
import bill and worsen the country’s
trade balance.

⁸Bloomberg, FDC Think Tank
⁹Bloomberg, FDC Think Tank
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Outlook
Sugar

Sugar price is expected to remain high as
prices pressures continue in the energy
market, pushing top producing countries
(Brazil and India), to redirect sugar canes
to ethanol production, limiting sugar
production.

On the average, sugar price increased by 4.63% to
$19.89/pound within the review period (April 1st-19th)
from $19.01/pound in the first half of March. The price
of sugar also rose by 1.55% so far in April to close the
review period (April 19th) at $19.67/pound. The surge in
energy prices have largely influenced sugar prices as
sugar supply shrinks, since top producing countries
(Brazil and India) now divert sugar cane to ethanol
production, to cater for the shortfall in the energy
market.

Implication
The country’s import bill is expected to
rise as sugar prices increases, which will
further stoke pressure on the country’s
external reserves. Manufacturing costs
for confectioners are also expected to
rise.

10

Outlook for Terms of Trade
In the near term, the country’s term of trade is expected to be negative as
prices of its imports rises in comparison to the prices of commodities the
country export.

¹⁰Bloomberg, FDC Think Tank
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STOCK
MARKET
REVIEW
1ST - 19TH APRIL
The NGX closed on a positive note
from April 1st – April 19th. It
gained 1.24% to close at 47,545.86
points on April 19th from 46,965.48
points on March 31st. Also, the
market capitalisation improved by
1.26% to N25.63trn relative to its
close of N25.31trn on March 31st.
The market YTD return was positive
at 11.31%. The market gained in 7
out of the 11 trading days of the
review period with a cumulative gain
of 1.24%.

NGXPERFORMANCE
The NGX traded at a price to
earnings (P/E) ratio of 10.06x as of
April 19th, 0.90% higher than the
close of March 31st (9.97x). The
market breadth was positive at 1.11x
as 42 stocks gained, 76 stocks
remained unchanged while 38 lost.
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Market activity level was negative in
the review period. The average
volume traded decreased by 46.95%
to 273.33mn units from 515.19mn
units in the previous period.
Similarly, the average value of trades
was down 22.07% to N3.92bn from
N5.03bn in the review period.

The performance of the sectors was
positive in the review period, as the
five sectors gained. The banking
sector recorded the highest gain
(6.88%). This was followed by the
consumer goods sector (1.79%), oil
and gas sector (1.56%), industrial
sector (1.04%) and the insurance
sector (0.24%).
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Meyer Plc. topped the gainers’ list with a 166.67% increase in its share price. This was followed by
Nigerian Aviation Handling Company Plc. (43.59%), Fidelity Bank Plc. (21.88%), Wema Bank Plc.
(13.55%) and International Breweries Plc. (11.36%).

TOP 5 GAINERS
Company

Mar-31 (N) Apr-19 (N) Absolute Change

Change (%)

MEYER

0.66

1.76

1.10

166.67

NAHCO

3.9

5.6

1.70

43.59

FIDELITYBK

3.2

3.9

0.70

21.88

WEMABANK

2.73

3.1

0.37

13.55

INTBREW

4.4

4.9

0.50

11.36

The laggards were led by Academy Press Plc (-26.55%), Prestige Assurance Plc. (-18.37%), Royal Exchange
Plc. (-12.84%), NPF Microfinance Bank Plc. (-11.65%) and P Z Cussons Nigeria Plc. (-10.90%)

TOP 5 LOSERS
Company

Mar-31 (N)

Apr-19 (N)

Absolute Change

Change (%)

ACADEMY

1.77

1.3

-0.47

-26.55

PRESTIGE

0.49

0.4

-0.09

-18.37

ROYALEX

1.09

0.95

-0.14

-12.84

NPFMCRFBK

2.49

2.2

-0.29

-11.65

PZ

10.55

9.4

-1.15

-10.90
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CORPORATE

KEY

DISCLOSURE

T

Topline

P

PAT

E

EPS

Outlook
With the subsequent increase in the inflation rates in February and March,
we expect interest rate hike at the next MPC meeting in May. This will
dampen investors’ sentiment as interest rate hike will result in a decline in
price of assets and equities.

Fidelity Bank Plc

Eterna Plc

Okomu Oil Palm Plc

T

N250.77bn

21.61%

T

N82.20bn

39.99%

T

N37.39bn

59.73%

P

N35.58bn

33.50%

P

-N1.10bn

216.91%

P

N11.54bn

292.15%

E

N1.23

33.70%

E

-N0.84

216.67%

E

N12.10

292.86%

Union Bank of Nigeria Plc

United Capital Plc

Stanbic IBTC Holdings Plc

T

N177.27bn

8.05%

T

N4.21bn

34.94%

T

N206.64bn

11.86%

P

N16.92bn

52.00%

P

N2.31bn

39.16%

P

N56.97bn

31.54%

22.35%

E

N1.54

38.74%

E

N4.20

32.80%

E

N0.66
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C

adbury Nigeria (Cadbury)
maintained
positive
topline growth in the year
ended December 2021, despite
some headwinds including rising
inflationary
pressures
and
currency volatility. However, a
significant increase in the cost of
production, owing to higher raw
materials and freight costs,
exerted upward pressure on
operating
expenses,
which
weighed heavily on the company’s
bottom line in 2021.
Impressive growth in turnover
Cadbury’s turnover spiked by
19.66% to N42.37 billion in the
FY’21, compared to N35.41billion
in the corresponding period in
2020. The surge in the company’s
turnover is a result of an
improvement recorded in its
reported
business
segments
(refreshment beverages and
confectionary).
Revenue
generated from refreshment
beverages and confectionary grew
by
29.68%
and
14.39%,
respectively.
Furthermore, the company’s
gross profit recorded a moderate
growth of 9.83% to reach N6.48
billion in December, 2021. This
was despite a 21.62% increase in
the company’s cost of sales, owing
to a 48.54% surge in the costs of
raw and packaging materials.
Strong topline growth buoyed
operating profit
Cadbury reported an operating
profit of N491.47 million, which
was 74.39% higher than the
N281.82 million reported in the
corresponding period in 2020.
The robust growth in operating
profit can be largely attributed to
the uptick in the company’s gross
revenue. This offset the impact of
the 10.48% growth in selling and
distribution expenses, which rose
to N5.06 billion.

EQUITY
REPORT:

Cadbury
Nigeria Plc

Share Price

N 8.40
per share

Market
Capitalization

N15.78 bn

Industry:
Consumer
Goods
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During the period under review,
the company’s net finance income
surged by 380.39% to N606.45
million. This is primarily
attributable to a 571.71% uptick
in its finance income, owing to a
higher interest income on bank
deposits compared to the
previous year, which more than
made up for the acceleration in
Cadbury’s
finance
cost.
Meanwhile, the company’s longterm borrowings now stand at
N6.60 billion.
Rising inflationary pressures
subdued bottom-line growth
The company’s profit after tax
recorded a 51.74% decline to close
at N449.71 million in the year
ended December 2021. A higher
than proportionate growth in the
company’s production cost had
spillover effects on the Cadbury’s
bottom-line, resulting in the
lackluster performance.
The
country’s
current
macroeconomic state, amid
double-digit
food
inflation,
volatility in the FX markets and
rising global commodity prices,
presents a major risk to Cadbury’s
future profitability. In addition,
intense competition, especially in
the beverage segment, remains a
threat to the company’s growth.
Industry overview
During the period under review,
the performance of FMCG firms
was mostly tepid, reflecting the
numerous
challenges
organizations within the sector
were faced with. Extensive
weakening of consumer income
due to surging prices, lingering
impact of the Covid-19 pandemic
on business segments, and
exchange
rate
depreciation
combined to impair corporate
performance of FMCGs.
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Furthermore,
companies
continued to grapple
with rising production
costs due to escalating
raw materials, energy,
and transportation costs.

Cadbury
predominantly
re-packed
imported bulk products, but with its
listing, it grew rapidly into a full-fledged
manufacturer. The parent
company,
Mondelńz
International (formerly Kraft
Foods Inc.) has a majority equity
interest of 74.97% in Cadbury through its
holding in Cadbury Schweppes Overseas
Limited. Mondelńz International is one
of the largest confectionary food and
beverage companies in the world. It
remains a dominant player for chocolate,
biscuits and gum and candy offerings.

Looking forward, the dwindling
purchasing power of Nigerian consumers
will continue to weigh on the sector.
Furthermore, the prevalence of insecurity
in the northern Nigeria, and the
deleterious effects on Ukraine war on
commodity prices and energy costs will
continue to impair food production and
other
intermediate
inputs.
Considering these factors, consumers
are expected to prepare for a
challenging year, with spending
power and budget flexibility being
important considerations.

Cadbury Nigeria currently produces
and markets branded fast-moving
consumer goods such as refreshment
beverages and confectionaries. It
also exports intermediate cocoa
products to Europe and the rest of
Africa.

As a result, FMCG firms are
expected to be severely pressured
during the course of the year. With
increasing poverty levels and
decreasing consumer income, more
products are expected to be pushed
into the premium end of the market.
That said, the expected increase in
product elasticity of FMCGs will
limit the ability of companies
within the sector to raise prices as
volumes will suffer, considering the
prevailing low-income levels of
consumers.

The beverage segment accounts for
58% of revenue. Confectionary
accounts for 26% and intermediate
cocoa products for 16%.
Cadbury Plc’s rivals remain Nestlé
and Unilever. Nestlé Nigeria Plc is
currently the largest in the food and
nutrition segment. Nestlé continues
to benefit from a favorable volumeproduct mix, as it remains the
dominant player in most of its
segments.
Local players in the industry include
UACN, SweetCo Foods and Promasidor,
who are also diversified food companies.
Like Cadbury, they have lagged
compared to Nestlé due to a
combination of production constraints
and the intense rivalry in a
highly
price-sensitive
market.

Company overview
Cadbury was incorporated in Nigeria in
January 1965 and subsequently listed on
the Nigeria Stock Exchange (NSE) in
1976.
Before listing on the NSE,
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Bulls Say:

characteristics
of
each
customer.
The
company
mitigates
this
risk
by
establishing a credit policy
where each customer is
analysed for creditworthiness.

A dominant player in the food
and beverage industry in
Nigeria
Superior and
recognizable brand
value

Liquidity risk is the
risk
that
the
company will encounter
difficulty in meeting the
obligations associated with its
financial liabilities that are
settled by delivering cash or
other financial assets. The
company mitigates this risk by
ensuring that it always has
enough liquidity to meet its
liabilities when due without
incurring unacceptable losses
or risking damage to the
company’s reputation.

Strategic alliance and
support from parent
company
Innovative initiatives
to improve appeal
and customer
satisfaction
Bears Say:
Intense competition from
other leading players such as
Unilever and Nestlé

Market risk is the risk that is
generated by market prices,
foreign exchange rates, interest
rates and equity prices and how
they will affect the company’s
income or the value of its
holdings
of
financial
instruments. The company
mitigates this risk by ensuring
that its net exposure in respect
of monetary assets and
liabilities denominated in
foreign currencies are kept to
an acceptable level by buying
or selling foreign currencies
at spot rates when
necessary to address short
term imbalances.

Weak consumers’ purchasing
power
Persistent macroeconomic
headwinds could dampen
consumer demand
Shift of market preference to
low-priced products
Narrow product range
Risks and Outlook
The major risks that
may prevent Cadbury
from achieving its
goals of improved earnings,
boosted sales and managed
costs
include
persistent
macroeconomic
challenges,
credit risk, liquidity risk,
market risk (currency, interest
rate and equity prices), and
capital management risk.

In order to maintain investor,
creditor,
and
market
confidence, and to sustain
future development of the
business,
the
company
continues to maintain a strong
capital base as well as
monitors the return on capital.

The company’s exposure to
credit risk is mainly influenced
by
the
individual
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ECONOMIC
OUTLOOK
FOR MAY

Oil prices are expected to continue its upward trend in the near term as the
Russian invasion of Ukraine persists. However if weak demand from China
persist owing to the re-imposition of lockdown as COVID-19 cases surges, we
could see the rise in oil price slow. All the above notwithstanding, we do not
expect Nigeria to benefit significantly from higher oil price owing to lingering
sub-optimal production. Pipeline vandalism, oil theft and operational
challenges continue to dampen efforts toward ramping up oil production. This
implies that oil revenue and export proceeds are expected to remain low which
will negatively impact the external reserve position and government revenue.
In addition, inflation is expected to continue its upward trend
(likely to be above 16% in April). This is mostly due to the
lingering impact of cost pressures as higher energy cost
persists. . This will continue to have a knock-on effect on
transport fares, operation costs, and domestic prices.
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