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??

DOES INCOME INEQUALITY
IMPEDE GROWTH

I

ncome inequality is a significant
issue in Nigeria. The richest
Nigerian has enough money to
raise two million people out of
poverty for a year.¹ Average monthly
income of a senior lecturer in any
Nigerian
university
is
about
N400,000, while a senator’s monthly
allowance is 40 times higher.²,³ The
monthly salary of an entry level
employee in an oil and gas firm can
pay a farmer’s total annual salary.4,5
This enormous income imbalance has
resulted
in
exclusive
and
unsustainable
growth
causing
increasing migration of Nigerians to
other nations where they believe they
will be compensated fairly for their

efforts, while others have resorted to
illegal activities.
Three key drivers of income inequality
are the composition of the country’s
fiscal spending, high cost of
governance, and the poor level of
financial inclusion in Nigeria. These
drivers
can
be
reduced
by
restructuring the country’s budget,
reducing the cost of governance and
increasing low-interest loans to real
sectors that will reduce income
inequality.
In 2021, 76% of Nigeria’s overall
revenue was used to finance its debt,
which is the repayment of funds
borrowed from the capital market.

Between January and November 2021,
money spent on debt servicing was
24% higher than total capital
expenditure, which is the life blood of
both infrastructure and human
capital development.⁶ Limited
access to high quality educational
facilities has put poor citizens in the
non-competitive
labor
market
because of their low-quality job skills.
The inability to access good health
facilities inhibits individuals from
being fully functioning members of
society. A lack of good roads disrupts
the supply chain of production and
limits the income of many
manufacturers, especially in remote
areas.

¹Oxfam International. 2017. “Nigeria: Extreme Inequality numbers.” https://www.oxfam.org/en/nigeria-extreme-inequalitynumbers.
²Sahara Reporters. 2021. “10 Things Nigerian Senatorsʼ Jumbo Allowances Can Fix In Nigeria”.
http://saharareporters.com/2021/03/11/10-things-nigerian-senators%E2%80%99-jumbo-allowances-can-fix-nigeria.
³Glassdoor. 2022. “Lecturers Salaries.” https://www.glassdoor.com/Salaries/nigeria-lecturer-salarySRCH_IL.0,7_IN177_KO8,16.htm
⁴Abduwali Yahaya. 2020.“Oil Company Salary Structure in Nigeria”. Nigerian Infopedia. https://nigerianinfopedia.com.ng/oilcompany-salary-structure-in-nigeria/.
⁵My Salaryscale. 2022 “Farmers salaries in Nigeria”. https://www.mysalaryscale.com/salary/farmer--t.
⁶Mrs. (Dr.) Zainab Shamsuna Ahmed. 2021. “Public Presentation of approved 2022 FGN budget- Breakdown & highlights”.
Budget Office of the Federation. https://www.budgetoffice.gov.ng/index.php/hmfbnp-public-presentation-of-approved-2022-fgnbudget-final

2

VOLUME 12 ISSUE 06

Income inequality has also been fueled
by the increasing cost of governance in
Nigeria. Former Senator Shehu Sani
claimed in an interview with newsmen
on March 8, 2018, that "each senator
earns N13.5 million monthly as
running cost in addition to about
N750,000 monthly in consolidated
salary and allowances."⁷ If each
senator earns a total of N14.5 million
monthly and there are about 109
senators in Nigeria, then a total of
N18.64 billion is spent on Nigeria’s
senators’ salaries alone. The total
number of politicians in Nigeria
account for about 0.006% of the
Nigerian population.⁸Yet their
combined income could raise 15
million people out of poverty in
Nigeria for a year and highlights the
significant wealth divide.
Another driver of income inequality in
Nigeria is the poor level of financial
inclusion in Nigeria. The Central Bank
of Nigeria’s report on its sectorial
distribution of commercial bank loans
and advances showed that in 2019
only 4% of total bank loans were
distributed to the agricultural sector,
which is the mainstay of low-income
earners, especially in rural areas. In
contrast, oil and gas received 25% of
total bank loans and manufacturing
received 15%. Loans to the education
sector, which should boost human
capital growth, were 1% of total bank
loans.⁹

Budget Restructuring:
To achieve inclusive economic
growth, the Nigerian government
should endeavor to restructure its
budget. The Keynesian school of
thought advocates for the use of fiscal
measures to achieve full employment.
In this regard, Nigeria’s fiscal budget
should draw more revenue from high
income earners, through a progressive
tax system. This would enable the
Nigerian government to increase its
spending on social and infrastructural
facilities that would improve the
standard of living for its low-income
earners.

Namibia is a country that has seen
some improvement by investing in
human capital development. While
Namibia remains one of the most
inequitable countries in the world,
with a Gini coefficient of 59.1 in 2015
(the most recent year on record), it was
able to significantly improve its score
from 70 in 1996.10,11 This improvement
was spurred by increasing government
expenditure on education and health,

and increasing programs to tackle
poverty in the country.¹²
While policy makers emphasize the
need for economic growth, reducing
income inequality must be put
alongside to drive inclusive economic
growth.
Increasing
government
expenditure on education and health
will drive human capital growth
leading to sustainable and inclusive
economic growth.

Reducing
the
governance:

cost

While deflating politicians’ salaries,
as previously discussed, is one clear
way to reduce the cost of governance.
A second key method is the merging of
similar political positions and
eliminating unimportant ones. For
example, the United States of
America, which is also a federal
republic, has 15 federal executives
(ministers) compared to Nigeria’s 44
ministers, despite having a population
that is 57% higher than Nigeria’s.13,14

⁷Sahara Reporters. 2021. “10 Things Nigerian Senatorsʼ Jumbo Allowances Can Fix in Nigeria”.
http://saharareporters.com/2021/03/11/10-things-nigerian-senators%E2%80%99-jumbo-allowances-can-fix-nigeria.
⁸Commonwealth Local Government Forum. 2019. “The local government system in Nigeria” http://www.clgf.org.uk/default/
assets/File/Country_profiles/Nigeria.pdf”.
⁹Central Bank of Nigeria. 2019. “2019 Statistical bulletin Financial Sector”.https://www.cbn.gov.ng/Out/2020/RSD/
CBN%202019%20ANNUAL%20REPORT-FINAL.pdf.
¹⁰Trading Economics. 2022. “Namibia-GINI Index”. https://tradingeconomics.com/namibia/gini-index-wb-data.html.
¹¹The Gini coefficient measures wealth inequality in a country. The closer the number is to zero, the more equitable the
country is in terms of wealth. Namibia is in the top 10 countries with the highest (most inequitable) Gini coefficient rating.
¹²Albinus Indongo and Zurika Robinson. 2021. “An analysis of the Impact of Fiscal Policy on Income Distribution in Namibia”.
Vol 17. Acta Universitatis Danubius. https://dj.univ-danubius.ro/index.php/AUDOE/article/view/425/1129.
¹³United States Census Bureau. 2022. “US and World population clock”. census.gov/popclock.
¹⁴White House Government. 2022. “Our Government- The Executive Branch”.https://www.whitehouse.gov/about-the-whitehouse/our-government/the-executive-branch/.
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Income
Stratification
Outlook
The ministries of aviation and transportation are currently separate in Nigeria,
with transportation having two separate ministers (a minister and a state
minister of transportation).¹⁵This is different from the US Department of
Transportation, which includes aviation. Reducing the cost of governance
would free up revenue for infrastructure and human capital development, which
could in turn lead to an improved standard of living for low-income earners in
the country.

Increasing the diversity of loans:
Furthermore, inclusive economic growth and equal income distribution can be
fostered by increasing low-interest loans to real sectors and business structures
that will influence low-income earners, hence increasing job opportunities. For
example, a study was carried out on income inequality by the Organization for
Economic Co-operation and Development (OECD). Denmark was discovered
to have the highest equal income distribution amongst the member countries.
Many factors contributed to the equal distribution in Denmark. One of these
factors was the high level of financial inclusion in the country which included
their easy access to less expensive credit opportunities.¹⁶

Adopting
purposeful steps to
reduce income
disparity would
discourage high
labor mobility and
promote sustainable
economic growth in
Nigeria.

¹⁵Premium Times. 2019. “Portfolios of Buhariʼs 44 ministers- 2019-2023.”. https://www.premiumtimesng.com/news/headlines/
347816-full-list-portfolios-of-buharis-44-ministers-2019-2023.html.
¹⁶Orsetta Causa, Mikkel Hermansen, Nicolas Ruiz, Caroline Klein and Zuzana Smidova, 2016. “INEQUALITY IN DENMARK
THROUGH THE LOOKING GLASS”. Organisation for Economic Co-operation and Development.
https://read.oecd-ilibrary.org/economics/inequality-in-denmark-through-the-looking-glass_5jln041vm6tg-en.
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STARTUPS:
INITIAL OBSTACLES OF
FINTECH STARTUPS

I

n an era filled with entrepreneurial ideas, starting a new business can be
exciting and at the same time daunting. Numerous businesses have
crumbled because of the challenges that occur at the initial start-up
stage. Start-ups operate in a unique environment that is marked by
unpredictability and unfamiliarity and require attention and dedication. A
fintech start-up is
no
different.
Fintechs
(or
f i n a n c i a l
technologies)
s u p p o r t
technological
developments
in
the banking and
financial sectors.
The emergence of
fintechs
has
transformed
the
world of finance
making it simple for users to pay bills, invest funds, save money, and obtain
loans and other financial products at a low or free cost. Fintech startups face
a number of challenges, ranging from regulatory to funding to competitive
issues.

“Every worthwhile
accomplishment, big or little,
has its stages of drudgery and
triumph: a beginning, a struggle
and a victory.”
–Mahatma Gandhi, Political &
Spiritual Leader

6
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FINTECH CHALLENGES

1

Maintaining compliance with
government regulations

The financial sector is subject to serious
checks and scrutiny from the
government. Because fintech companies
deal with both personal and corporate
finance, they require many licenses just
to get started which can slow down the
delivery of services.

3

Limited level of technical
expertise

Traditional finance is still practiced in
many underdeveloped countries around
the world. Many financial institutions in
these nations have been unable to
develop a user-friendly mobile banking
platform. Instead, due to a lack of
competence in this area, mobile apps
that are not user-friendly have been
developed. There are many possibilities
to be explored using fintech software,
but they will stay possibilities unless
skilled labor is available to develop
them.

2

Funding and partnerships

4

User retention and user
experience

Attracting a considerable investment or
enticing a viable partner at the startup
stage of a fintech business is critical to its
success. Some fintech companies simply
create a compelling platform and then
seek
partnerships
with
existing
businesses who already have a large
customer base to use the platform. A
large customer base is key to a successful
fintech business.

A financial app should not be overly
simple nor overly complex to use. It is
important to strike a balance between
security and a positive user experience.
Users will be frustrated if logging onto
the mobile app is tough. However, if you
make it too simple to use the app,
consumers will be concerned that their
personal information will be
compromised.

7
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STARTUP
WINNERS
Paga

T

ayo Oviosu, founder of Paga, didn't let the
golden beaches of California deter him from
returning to Nigeria to develop Paga, a secure
payment system that has become one of the country's
most extensively used platforms since 2011. Paga
tackles a fundamental issue for Africa's development
which is universal access to financial services. In the
early stages of the startup, Tayo Oviosu had funding
issues and managed the company mostly on his
savings from prior jobs, and he enlisted the help of
friends and family to work in various parts of the
company at a reduced rate. After a while, he received
investments from some of his former bosses and
business associates, which aided in the growth of the
startup. Paga's success in becoming one of Nigeria's
most widely used
payment platforms
is due to three key
factors: a motivated
team that remains
focused on the
company's vision. A
group of investors
who provide the
necessary funding
while allowing the
company to focus
on its core business.
And a strategic
focus on expanding
the company's agent
network to facilitate
payments – a
process
that
continues with an
eye to the future.

Flutterwave

A

frican businesses faced tough times accepting
payments from visitors while international
companies like Amazon, Google, and Facebook
also faced difficult times accepting local payments from
African customers before 2016. As a company which
deals with payment technology,
the main focus of Flutterwave is
providing banks and businesses
with easy and secure payment
experiences for their customers.
Flutterwave grew its customer
base through existing customer
collaborations, which included
Uber, Arik Air, and Flywire. This
shows that forming partnerships
at the start-up stage of a fintech
business is very important if the
business is to succeed. Flywire +
Flutterwave’s integration, for
example, intends to simplify
payment transactions for Nigerian
students, patients, and businesses
in order to make it easier to pay
overseas school tuition and
medical expenses in Naira.

8
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Conclusion

Paystack
Ezra Olubi, a co-founder of Paystack,
launched the network to make it easy
for Nigerian businesses to accept
online payments. He also wanted
customers to be able to top up their
phones with airtime anywhere they
are and anytime. One of the toughest
hurdles Paystack faced early on was
attracting banks to their network.
Nigeria's banking system is extremely
closed; they viewed the Paystack
founders as young lads who had no
idea what they were doing. As
Paystack began to build a loyal
customer base, the banks noticed that
individuals
started
to
prefer
Paystack’s services over theirs.
Paystack began to gather pace and
soon enough had established a
foothold in the country for online
payments. Lesson learned from this is
that persistence pays off, especially if
your consumers can serve as your
cheerleaders.

One of the co-founders said, “If I had
to develop Paystack from scratch, I
would focus on compliance much
earlier. Learning to work with

regulators was difficult at first, but
the
experience
ultimately
strengthened us.” In order to solve
this issue, Paystack employed an inhouse legal person who handles all
matters concerning compliance such
as arranging licenses with the
regulators in Nigeria and other
countries.

Paystack is successful because they
learned from their mistakes and
experiences. They make sure to work
with care and diligence in everything
they do and think things through endto-end before releasing something.
They are also successful because their
fintech startup enables wider
innovation. There was no payment
system in Nigeria before Paystack to
support things like ridesharing. There
was simply no way to instantly charge
a customer's card when they arrived
at their location. We now have Bolt,
one of Africa's largest ridesharing
firms,
which
uses
Paystack’s
technology to handle payments.
Paystack's introduction to the
Nigerian market has paved the way
for a slew of new innovations.

9

Fintech businesses
have challenges at
start-up since they
deal with people's
money and a lot of
personal
information.
However, any
financial start-up
business should
keep in mind that
these challenges
are merely
roadblocks that can
be tackled and
removed in the
long term through
diligence,
collaboration and a
clear vision.
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Culled from Financial Times

GLOBAL PERSPECTIVE:
GLOBAL TRADE FALLS 2.8%
Fall reflects sharp drop in port activity in both countries, with EU
affected more than China or US

T

he value of global trade fell 2.8 per cent between
February and March as Russia’s invasion of
Ukraine led to a sharp drop in container ship traffic
from the two countries, according to the Kiel Institute
for the World Economy. The data from the German
research body are the first to indicate how much the
conflict in Ukraine and extensive sanctions imposed on
Russia by the west have hit global trade since the
invasion started on February 24. The biggest impact
was on trade with Russia, as the value of imports into
the country fell 9.7 per cent in March from the
previous month, while exports fell 5 per cent, according
to the Kiel Institute. Its indicator tracks shipping data
from 500 ports in real time, seasonally adjusting the
value of exports and imports, to offer a measure of
trading activity. “Real distortions caused by Russia’s
invasion of Ukraine and the sanctions imposed by the

west, as well as a high level of uncertainty among
companies with relations to Russia, are noticeably
setting back March trade,” said Vincent Stamer, head
of Kiel Trade Indicator. Shipping container traffic
halved in the past month at St Petersburg, Vladivostok
and Novorossiysk, Russia’s three busiest container
ports, because of the sanctions imposed on the country
and the withdrawal of many western brands, the
institute said. Ukraine’s main port at Odesa on the
Black Sea has been “practically cut off from
international maritime trade”, it added. The war in
Ukraine had a chilling effect on EU trade, reducing
exports from the bloc by 5.6 per cent in March and
imports by 3.4 per cent. The impact on the US was
milder, with its exports falling 3.4 per cent and imports
dipping 0.6 per cent.

Container Traffic Hits All

11
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B

y contrast, the impact on China was
negligible, as its exports fell 0.9 per cent last
month, while imports grew 0.9 per cent.
Beijing has been more supportive of Russia’s
invasion of Ukraine than the west and has not
backed international sanctions on Moscow.
China’s zero-Covid lockdowns have so far had little
impact on port traffic in Shanghai and other cities,
but they did increase container ship congestion, the
institute said.

T

he war has disrupted supplies of staple
resources and commodities such as maize,
wheat, potash, neon gas, nickel and palladium
from Russia and Ukraine, two of the world’s
biggest producers of these commodities, pushing up
energy and food prices and crimping production at
several
car
and
truck
makers.

12

About 12 per cent of all goods
shipped worldwide were stuck on
stationary ships — a figure surpassed
only for two months last year. The
figures tie in with separate data
compiled monthly by JPMorgan and
rating company S&P, which showed the global
exports purchasing managers’ index dropping to 48
in March, down from 51 the previous month and
the lowest since July 2020, when many countries
had stringent coronavirus restrictions in place. This
was also below the 50 mark, which indicates a
majority of businesses reporting a contraction in
exports compared with the previous month.

The pressure on trade could increase as the
US and EU are preparing a new round of
sanctions against Russia in response to
allegations of atrocities committed by the
Russian military in Ukraine, including in
towns near Kyiv. The EU plans to target
Russian coal imports, widen its restrictions
on the country’s banking sector and impose
export bans worth €10bn in areas
including quantum computers and
advanced semiconductors and bans worth
€5.5bn on products including wood,
cement, seafood and liquor. Washington, which is
co-ordinating its action against Moscow with other
G7 and EU countries, is poised to ban new
investment in Russia while increasing sanctions on
the country’s financial institutions, state-owned
enterprises and government officials.
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MACROECONOMIC
INDICATORS

(MARCH 16TH TO APRIL 8TH)

Money Market
The opening position of
banks on the average was
N245.67bn within the period
of review. Up by 2.86% from
N238.85bn in the second half
of
February.
However,
liquidity has so far declined
in April by 69.49% to
N173.23bn from N420.71bn
at the beginning of the
month.
Liquidity
was
supported partly by the
OMO net inflow of N50.00bn

(OMO
repayment
of
N100.00bn and OMO bills of
N42.00bn) within the period
of review. Average short term
interbank rates (OBB, ON)
rose by 168bps to 7.51%p.a
from 9.19%p.a in the second
half of February. However,
interbank rates have declined
by 442bps so far in April to
6.00%p.a from 10.42%p.a at
the beginning of April.

During the period of review, primary market repayment
amounted to N201.33bn while N346.80bn worth of T-bills
was auctioned at the primary market. As a result, total net
outflow amounted to N145.47bn within the period of review.
Total bill auctioned was 21.98% lower than N258.01bn in the
second half of February. Yields increased across the three
tenors by an average of 15.33bps and 27bps in the primary
market and in the secondary market respectively.

Primarymarket
(March 12th, 2022)
%

Tenor

Primarymarket
(March 30th, 2022)
%

Secondarymarket
(March 16th, 2022)
%

Secondarymarket
(April 8th, 2022)
%

91-day

1.74

1.75

3.03

3.31

182-day

3.00

3.00

3.50

3.62

364-day

4.00

4.45

4.02

4.42

¹⁷Source: FDC Think Tank
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Outlook
Interest rates are
expected to remain
stable except there is
a change in the
liquidity system
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Forex Market

Exchange Rate

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 a barometer for
measuring potential and actual CBN intervention in the
market. Some of the exchange rate determinants are balance
of payments, capital inflows and trade balance.

Naira depreciated by 0.69% in the parallel market to close the
review period at N586.00/$ (April 8th) from N582/$ in March
16th. It traded within the band of N582/$-N588.5/$. However,
rates were stable in the I&E window, it traded within the band
of N416/$-N417/$ during the review period. Forex turnover
on the average increased by 19.24% to $139.17mn in the
second half of March from $110.67mn in the second half of
February. So far in April, Forex turnover increased by 47.90%
to close the review period at $108.28mn from $73.21mn at the
beginning of April.

Outlook
In the I&E window, the Naira is
projected to remain relatively stable in
the near term, trading between the band
of N416/$-N417/$, as higher oil prices
boost CBN’s supply of forex in the I&E
window. However, demand pressure in
the parallel market is projected to persist
in the short term due to FX constraint.
The Naira is likely to decline further,
trading between N588/$ and N590/$ in
the parallel market.

14
¹⁸Source: FDC Think Tank
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External Reserves
The foreign exchange reserves declined
consecutively within the period of March 16thApril 4th, losing by 0.33%($130mn). This was as a
result of CBN’s effort increased supply to the
forex market. However, supported by the higher
oil prices, it bucked it downward trend by gaining
0.13%($500mn) from April 6th to close the review
period at $39.65bn (April 7th).

Outlook
Higher oil prices are expected to
slow down depletion on the foreign
exchange reserves in the near term.

Impact
The continuous depletion in the
external reserves will reduce the
ability of the CBN to support the
currency.

15
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COMMODITIES
EXPORTS

Nigeria is an export dependent economy. It
derives over 80%-90% of its export revenue
from crude petroleum and LNG.

Oil Prices

Oil Production

After touching a low of $98pb over concerns of a slowdown in
demand spurred by the fresh outbreak of Covid variant in
China on March 16th, oil prices rose to a high of $121.78pb in
March 24th as oil supply continued to contract due to the
sanctions on Russian economy over its invasion of Ukraine.
However, it fell to close the review period at $102.78pb (April
8th). This is mainly as a result of the US and the International
Energy Agency (IEA) largest release in the energy market and
the resurgence of Covid-19 in top importing country, China,
which has led to the lockdown of their major city(Shangai). Oil
price averaged $109.58pb between March 16th and April 8th, up
by 13.97% from $96.15pb in the second half of February.

Domestic oil production fell by 0.70% to 1.42 million barrels per
day in February 2022, down from a revised figure of 1.43 million
barrels per day in January 2022. The country's oil rig count, on
the other hand, increased by 2 points to 8 in February from 6 in
January. OPEC's crude oil production increased by 440,000
barrels per day in February, to an average of 28.47 million
barrels per day, up from 28.03 million barrels per day in
January. Saudi Arabia and Libya had significant increases in oil
production, while Nigeria and Equatorial Guinea saw declines.

Outlook
Oil prices are expected to trade above
$100pb in the near term as the oil market
remains undersupplied due to the heavy
sanctions on Russian economy, as well as
Europe seeking for other energy suppliers.
Domestically, oil production will continue
to be limited by the lingering operational
challenges and increasing oil theft in the
oil industry.

Impact
Higher oil prices are expected to increase
the country’s exchange earnings.
However, downside risk exists from oil
production shortfall and high rate of
pipeline vandalism. This will therefore
lower FAAC disbursement to the three
tiers of government.
17
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Natural Gas

Cocoa

The price of gas jumped by 15.68% to a high of $6.36/
mmbtu in April 7th from $4.75/mmbtu on March 16th
before settling to close the review period at $6.28/mmbtu
(April 8th). Average price of gas was $5.25/mmbtu in the
second half of March. This is 16.07% higher when
compared to average price of $4.52/mmbtu in the
corresponding period in February. The spike in gas price
is as a result of the European countries cutting its gas
import from Russia. Price of natural gas have increased
by 9.79% so far in April from $5.72/mmbtu at the
beginning of the month.

Cocoa price fluctuated during the period of review. It
reached a low of $2504/mt in March 18th before rising to a
high of $2674/mt at the close of the review period (April
8th), mainly as a result of the surge in fertilizer prices. Price
of cocoa averaged $2581/mt in the second half of March,
down by 1.98% from the average price of $2633/mt in the
corresponding period in February. The decline is as a
result of the increase in cocoa output from top producerIvory Coast. So far in April, cocoa price rose by 2.85%
from $2599/mt at the beginning of the month.

Outlook

Gas prices are expected to remain
elevated due to supply contraction
and European countries’ diversion of
gas imports from Russia.

Cocoa prices are expected to remain
elevated following the steep increase
in price of fertilizer as supply
contracts. Fertilizer is expected to
spur the quality and quantity of cocoa
production.

Impact

Impact

Nigeria's export revenues and foreign
exchange earnings will benefit from
higher natural gas prices.

Cocoa is one of Nigeria's most
valuable agricultural exports. A rise in
the price of cocoa implies an increase
in government revenue. It will also be
beneficial to the country's external
buffers.

Outlook

18
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COMMODITIES
IMPORTS
Wheat

Corn

Wheat prices were unstable during the review period. It reached
a high of $1119.25/bushel before settling to $984/bushel at the
beginning of April. Wheat prices averaged $1073/bushel in the
second half of March, up by 26.09% from $850.97/bushel in the
second half of February. This is as a result of supply disruptions
that came as a result of the sanctions on Russian economy over
its invasion of Ukraine, which has led to the closure of their
major shipping lines. Both countries account for nearly 30% of
global wheat export. So far in April, wheat prices have increased
by 7.49% to close the review period (April 8th) at $1058.25/
bushel from $984/bushel at the beginning of April.

The price of corn on the average increased by 12.35% to
$747.15/bushel in the second half of March from $665.01/
bushel in the second half in February. Similarly, corn price has
increased by 3.50% to close the review period (April 8th) at
$760.75/bushel from $735.00/bushel at the beginning of April.
This increase is driven by the supply chain disruption following
the war in Ukraine (4th Largest exporter of corn), which has led
to the closure of their major shipping lines

Outlook – Grains
Price pressures in the global grain market is expected to persist as
supply contracts following the logistics bottlenecks faced by top
producing countries (Ukraine and Russia).
Impact
The increase in grain prices will increase the country’s import bill and
will also drive-up manufacturing costs for firms that depend on wheat
and corn for their production.
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Sugar
Outlook
Sugar price rose on the average by 1.47% to $19.20/pound in
the second half of March from $17.74/pound in the same
period in February. In the same vein, sugar price increased by
4.65% to $20.27/pound at the end of the review period (April
8th) from $19.37/bushel at the beginning of the month. The
increase in the price of sugar is mainly as a result of the
diversion of sugarcane from sugar production to biofuels in
order to cover the shortfall in the energy market.

Sugar prices are projected to remain high in the short term
as world's two largest producers, Brazil and India, diverts
sugar canes to biofuels production, lowering sugar output.
Impact
The country's import bill is projected to rise as sugar
prices rise, worsening trade imbalances and putting strain
on reserves. Production costs for confectioners will also
increase as a result of this.

Terms of Trade
The country’s terms of trade is at risk as the
prices of imported commodities escalates. It is
expected to worsen irrespective of the higher oil
and cocoa prices, which are the major sources
of export earnings. This is as a result of the
country’s heavy reliance on imported
commodities relative to the commodities it
exports.
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STOCK MARKET
REVIEW MARCH 16

TH

- 8TH APRIL

The NGX closed on a negative note from March 16th – April 8th.
It lost 1.50% to close at 46,631.46 points on April 8th from
47,340.86 points on March 15th. Also, the market capitalization
decreased by 1.45% to N25.14trn relative to its close of N25.51trn
on March 15th. The market YTD return was negative at 9.17%.
The market lost in 11 out of the 18 trading days of the review
period with a cumulative loss of -1.51%.
The NGX traded at a price to earnings (P/E) ratio of 9.96x as of
April 8th, 2.67% lower than the close of March 15th (10.13x). The
market breadth was negative at 0.34x as 23 stocks gained, 65 stocks
remained unchanged while 68 lost.

NGX PERFORMANCE

46,200.00

Volume LHS

The performance of the
sectors was negative in the
review period, as the five
sectors lost. The banking
sector recorded the highest
loss (-7.37%). This was
followed by the consumer
goods sector (-3.44%), oil and
gas sector (-2.38), insurance
sector (-1.05%) and the
industrial sector (-0.51%).
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Market activity level was
negative in the review period.
The average volume traded
decreased by 25.28% to
254.83mn
units
from
341.04mn units in the
previous period. Similarly, the
average value of trades was
down 41.12% to N2.85bn
from N4.84bn in the review
period.
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Wema Bank Plc. topped the gainers’ list with a 236.96% increase in its share price.
This was followed by Meyer Plc. (105.45%), PZ Cussons Nigeria Plc (39.86%),
Nigerian Aviation Handling Company Plc. (24.38%) and Fidelity Bank Plc.
(21.50%).

TOP5 GAINERS
Company

Mar-15 (N)

Apr-8(N)

Absolute Change

Change (%)

WEMABANK

0.92

3.1

2.18

236.96

MEYER

0.55

1.13

0.58

105.45

PZ

7.15

10

2.85

39.86

NAHCO

4.02

5

0.98

24.38

FIDELITYBK

2.93

3.56

0.63

21.50

The laggards were led by Berger Paints Plc (-25.30%), RT Briscoe Plc. (-25.00%),
Ikeja Hotel Plc. (-21.71%), Coronation Insurance Plc. (-20.00%) and Neimeth
International Pharmaceuticals Plc. (-18.86%)

TOP 5 LOSERS
Company

Mar-15 (N)

Apr-8(N)

Absolute Change

Change (%)

BERGER

8.3

6.2

-2.10

-25.30

RTBRISCOE

0.8

0.6

-0.20

-25.00

IKEJAHOTEL

1.52

1.19

-0.33

-21.71

WAPIC

0.5

0.4

-0.10

-20.00

NEIMETH

1.75

1.42

-0.33

-18.86
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CORPORATE

KEY

DISCLOSURE

T

Topline

P

PAT

E

EPS

Outlook
Cost-push factors were the highlight of some corporate disclosures this
period. Coupled with the global price hike, market momentum was bearish.
We expect investors’ sentiment to remain negative as we forecast interest
rate hike to curtail inflation.

Access Bank Plc

Stanbic IBTC Holdings Plc

T

N206.64bn

11.86%

P

N56.97bn

31.54%

E

N4.20

32.80%

BUA Cement Plc

Cadbury Nigeria Plc

T

N971.89bn

27.09%

T

P

N160.22bn

51.13%

P

E

N4.58

52.16%

E

20.00%

T

N257.38bn

22.86%

N449.71mn 52.00%

P

N90.08bn

24.51%

E

N2.66

24.30%

N42.37bn

N23.94

52.00%

Eterna Plc

Fidelity Bank Plc

UAC of Nigeria Plc

T

N250.77bn

21.61%

T

N82.20bn

39.99%

T

N101.38bn

25.00%

P

N35.58bn

33.50%

P

-N1.10bn

216.91%

P

N2.59bn

33.00%

E

N1.23

33.70%

E

-N0.84

216.67%

E

N0.63

30.00%

AIICO Insurance Plc

Okomu Oil Palm Plc

International Breweries Plc

T

N70.66bn

16.00%

T

N182.30bn

33.27%

T

N37.39bn

57.73%

P

N4.92bn

6.00%

P

-N17.66bn

10.24%

P

N11.54bn

292.15%

E

N0.13

7.14%

E

N0.66

8.20%

E

N12.10

292.86%
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N 204.00
per share

Market
Capitalization
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Analyst’sNote
Voice, Data, Interconnect and Roaming Spurs
Top line Performance
In the year ended December 2021, MTN Nigeria’s
mobile subscribers’ base fell by 10.50% to 68.5mn.
The decline can be largely attributed to regulatory
restrictions on new SIM sales and activations.
Despite the decline in subscriber base, the
company recorded a strong performance with a
revenue growth of 22.22% to N1.65trn in 2021
from N1.35trn in the previous year.

operating profit grew faster than cost by 37.04%
to N584.75bn. This performance rode on the back
of a robust revenue figure and MTN’s cost
discipline strategy.

In addition, EBITDA margin increased by 210
basis points to 53%, and EBITDA was up by
27.9% to N877.1bn. This impressive performance
is attributable to the company’s continued effort
to drive operating leverage and the combined
impact of N19.2bn CBN resolution (2018) and
A 55.31% spike in data and a 6.96% increase in new IFRS regulation relating to accounting for
voice revenues buoyed the robust topline leases.
performance. The growth in data revenue, which
stood at N516.21bn, was supported by increased Strong bottom line growth even with higher
4G rollout and enhanced network capacity. In finance cost
addition, revenue from interconnect and roaming A 119% rise in net foreign exchange loss and a
and value added services increased by 26.74% and 10% growth in interest expense on leases were key
51.92% to N168.66bn and N70.55bn respectively. drivers of the company’s higher finance costs,
Meanwhile, the company’s revenue from digital which rose to N160bn. On the other hand, a
declined by 51.30% to N18.04bn in the year ended slump in interest income on investments exerted
downward pressure on finance income, resulting
December 2021.
in a 24.67% decline to N11.94bn. Despite a lower
The surge in data and value added services finance income and higher finance costs, MTN
revenue reflects the increased adoption of the Nigeria reported a 45.53% growth in profit after
modern use of telecommunication. On the other tax to N298.65bn in 2021.
hand, the gradual shift from the conventional use
of telecommunication resulted in a slow growth in In the course of the year, the company issued
N110 billion bond, which is the foremost in
voice and other service revenue.
telecoms and largest corporate bond in the
EBIDTA Growth Supported by Operating Nigerian debt capital market. The successful bond
issuance gives MTN Nigeria the opportunity to
Leverage and New IFRS regulation
Similar to revenue growth, the company’s further diversify funding sources and also extend
operating expense increased by 16.30% to debt portfolio and profile to match investment in
N1.07trn. Increased power and network infrastructure. The net proceeds will be used to
maintenance costs as well as higher regulatory refinance existing debt and enhance the roll out of
fees weighed on MTN’s operating cost. However, network infrastructure.
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MTN Nigeria -Notable Milestones at Twenty
MTN Nigeria, a subsidiary of MTN Group is Africa's
leading cellular telecommunications million active data
users. MTN Nigeria accounts for 39.28% of the telecoms
market share in Nigeria.

In 2019, MTN Nigeria became the first network to conduct
trials for 5G technologies in West Africa. However, to meet
up with the surge in demand for telecom services during the
pandemic, the telecom giant suspended it plans on the
adoption of 5G technology.

The company provides a wide range of products and
telecommunication services and offers roaming, Internet,
bills payment, device financing, data management, SIM
registration, and other related services. Following the
increased demand for digital services and evolution from
voice to data, the company has spread its wings to take
advantage of opportunities across the streaming, digital and
fintech space.

To further boost its network capacity, MTN Nigeria recently
completed the acquisition and activation of an additional
800MHz spectrum. The company is also planning to invest
over 600 billion naira (about $1.46 billion) over the next three
years to expand broadband access and penetration. Rural
connectivity remains key priority for MTN Nigeria, as the
industry giant recently committed approximately 1,000 rural
sites launching service in locations with zero
telecommunications service.

Since its listing on the Nigerian Stock Exchange in 2019, the
bellwether has maintained its position as the second largest
capitalized stock on the exchange (N4.15trn market cap),
with strong fundamentals and growth potentials. The share
price has returned over 35% to investors since it listed.

Though faced with stiff regulations, the company has
remained resilient and determined to deepen its relationship
with the Nigerian government. The top player has paid over
N2 trillion in taxes and levies to the Nigerian government
since inception and has announced its participation in the
Road Infrastructure Tax Credit (RITC) Scheme, particularly
in the restoration and refurbishment of the Enugu-Onitsha
Expressway. This commitment will foster the rehabilitation
of critical road infrastructure in Nigeria

From inception in 2001, the telecom giant has remained at
the forefront of telecommunication innovations in Africa
with the most extensive network coverage and robust
network infrastructure. About 65%, 83% and 90% of MTN’s
population is covered by 4GLT, 3G, and 2G services
respectively with a fibre network of over 29,500km across In addition, the market leader has initiated plans to
Nigeria.
commission a purpose-built, state of the art head office in
Nigeria, designed to act as a central hub and a catalyst for
creativity and innovation.
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What the bull says
Strong brand name
Largest market share -39.28%
Strong parental support
Extensive spread across Africa
Diversified revenue source
Favourable demographics
Strong management team

What the bear says
Hostile operating environment
Stiff regulations
Foreign exchange challenges
Stiff competition from
other players

OUTLOOK
FORTHEMONTHOFAPRIL

Oil prices are expected to continue its upward trend in the near term if the ongoing war between Russia and Ukraine
persists and no agreement to end the war is reached. Meanwhile, a couple of events could limit the increase in oil prices.
These include concerns about weak demand in China due to a lockdown as COVID-19 cases surge and indications of a
success in talks over a nuclear deal between US and Iran. However, Nigeria’s oil production is expected to remain suboptimal as lingering issues of pipeline vandalism, oil theft and operational challenges continue. Thus, oil revenue is
expected to remain below the budget in spite of high oil prices which is negative for government revenue and the accretion
of the external reserves.
Headline inflation will remain elevated, projected to rise further to 15.90% in March mostly due to elevated cost pressures.
However, the increase in energy costs will be further compounded by rising prices of global commodities and persistent
currency pressures. Forex demand pressures is on the rise as most businesses start preparing for the Easter celebrations
and the Ramadan fast in the coming month. This, coupled with low forex supply at the IEFX window is expected to weigh
on the value of the Naira and cause a depreciation in the near term.
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