
 

 

 

 

 

 

 

 

 

 

 

 

 

 

  Coronation Economic Note 
 

        19 April '22 

      Double-digit growth in the assets of PFAs 

The latest monthly report released by Nigeria’s Pension Commission (PENCOM) 
report shows that the assets under management (AUM) of the regulated pension 
industry rose by 12.4% y/y to N13.8trn (USD57.3bn) in February and by 1.2% 
m/m. We note that over the past five years, growth in AUM has averaged 17% 
y/y. Growth was highest in 2018 (26.1% y/y) while 2019 recorded the lowest 
(12.2% y/y).  FGN debt securities accounted for 61.8% of the total AUM in 
February this year, compared with 66.4% recorded in the corresponding period 
of 2021. In the same period, other assets such as real estate, private equity and 
infrastructure funds accounted for 1.1%, 0.3% and 0.5% of total AUM 
respectively. Typically, investments into these asset classes are hampered by the 
shortage of eligible instruments. 

As at end-February, total FGN debt securities held by Pension Fund Administrators (PFAs) 
increased by 1.9% m/m and 4.6% y/y to N8.5trn. FGN bonds held by PFAs increased by 2% 
m/m and by 10.8% y/y to N8.1trn. This category accounted for 59.1% of total AUM, 
compared with 59.9% recorded in the corresponding period of 2021.  

The Debt Management Office (DMO) has raised N883bn from bond auctions in Q1 ’22 
(including non-competitive bids from public agencies). Therefore, exceeding their borrowing 
target for Q1 by 84%. Furthermore, the DMO recently published its bond issuance calendar 
for Q2’ 22 which shows the total volume on offer between N630-N720bn. 

We note that the FGN's revised 2022 budget deficit financing from N6.4trn to N7.4trn 
results in an increase in the domestic funding target for this year to N3.5trn. Ideally, 
increased borrowing places pressure on yields, resulting in upticks. This bodes well for FGN 
bond holders. However, this is also dependent on liquidity level which could affect upward 
adjustment of the yields. 

The PENCOM report shows that NTBs held by PFAs declined by -10.8% m/m and -74.3% 
y/y to N173.9bn in February ‘22. This represents just 1.3% of the total AUM. We note that 
in the corresponding period of 2021, NTBs accounted for 5.5% of total AUM. We attribute 
the slight shift from NTBs to the decline in the average yield by -81bps in February ’22. 
 
Meanwhile, state government securities held by PFAs declined by -0.9% m/m to N168.8bn. 
This asset class accounted for 1.2% of total AUM, compared with its share of 1.0% in 
February ‘21. 
 
Domestic equity holdings rose by 1.5% m/m and 14.3% y/y to N1.1trn and accounted for 
7.9% of total AUM, compared with 7.8% in February ’21. This implies a slight shift towards 
domestic equities by PFAs. We note that the NGX All-Share Index (NGX-ASI) rose to 
47,394.53 in February ‘22. This marked a 1.7% m/m gain for the index. Similarly, the NGX 
pension index increased by 2.9% m/m in February ‘22, outperforming the market benchmark 
index by 126bps. 

The PENCOM report disclosed that the AUM recorded in February also comprised of 
N9.7trn in a retirement savings account (RSA) active funds, N1.1trn in RSA retiree fund IV, 
N1.5trn in closed pension fund administrator schemes (CPFAs), N1.4trn in approved existing 
schemes funds and N20.3bn for RSA Fund VI (non-interest fund), active and retiree.  

As at end-February ’22, total schemes membership increased by c.37,000 to 9.59 million. 
This growth in schemes membership was driven by the increase in the RSA scheme on the 
back of increased compliance by the private sector. 
 

 
 

 

 

 

 

 

 

 

 

 

 

Indicators NG 

Inflation rate (March ’22, %) 15.92 

GDP (Q4 ’21, %) 3.40 

Gross Official Reserves 
(12 April ’22, USD bn) 

39.7 

UK Brent (14 April ’22, USD) 111.7 

FGN bond yields (14 April '22, %) 

14.20%  13.98%  12.15%   12.40% 

Mar-24  Feb-28 Jul-34  Mar-36 

7.55  10.65  12.18   12.35 

T-bill yields (14 April '22, %) 

12- 14- 13- 09- 

May-22 Jul-22 Oct-22 Mar-23 

3.13 2.90 3.22 4.37 
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      Double-digit growth in the assets of PFAs 

 
       In March ‘22 PENCOM revised its regulation on retirement and terminal benefits. This aims to eliminate the challenges faced by retirees under the 

contributory pension scheme in terms of pension enhancement, voluntary contributions, temporary access to RSA due to loss of job, payment under 
the micro pension plan as well as administrative sanctions for violations by PFAs, among others. 

 
The CBN governor announced last week, that the Infrastructure Corporation of Nigeria (InfraCorp) would access about N8trn of domestic pension 
funds’ assets. This is to be deployed into bankable infrastructure projects across the country. It is worth highlighting that in advanced economies, 
pension funds have been instrumental in infrastructure development.  

 
We expect the pension industry to continue building on existing successes as well as increase diversification of pension fund assets, expand pension 
coverage across all sub-nationals via public awareness campaign efforts with a keen focus on the informal sector. 

 
 
           Total pension industry AUM (N ‘trn)                                                              Distribution of pension industry AUM (February ‘22)    

                      
               Sources: PENCOM, Coronation Merchant Bank Research                                                                                            Sources: PENCOM, Coronation Merchant Bank Research 
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DISCLOSURES & DISCLAIMERS 
 

This report has been prepared by the Research Department of Coronation Merchant Bank using sources believed to be reliable, trustworthy and factually accurate, however the 
Research Department has not independently verified these sources of information and Coronation Merchant Bank does not vouchsafe the accuracy of these. No guarantee is 
given as to the independence of the sources themselves. Readers intending to act upon the contents of this report are advised to make their own enquiries. 
The analyst(s) and/or Chief Economist has (have) produced this report independently of the company or companies, and independently of the issuer of security or securities, 
covered in this report, and (has) have done so using publicly-available information. Information used in the preparation of this report is believed to be accurate at the time of going 
to press, though not verified independently. No liability is accepted for errors nor omissions of fact, nor is any warranty given for the reasonableness, accuracy or 
completeness of the information presented. Market information may have been gathered from different sources, including official and government sources, and processed in 
arriving at the opinion(s) expressed in this report. 
This report is intended as background information for clients of Coronation Merchant Bank, and clients of its subsidiaries and affiliates, and is not to be read as a solicitation, 
approval or advice to buy or sell securities. 
Neither Coronation Merchant Bank, its directors, employees and contractors, nor its subsidiaries and affiliates, nor the directors, employees and contractors of its subsidiaries 
and affiliates, accept(s) responsibility for losses or opportunity costs, whether direct or consequential, that may be incurred as a result of trading, or not trading, in securities 
covered in this report, or other securities, as a result of any decision taken after reading this report. Clients of Coronation Merchant Bank, and of its subsidiaries and affiliates, 
who read this report, should not rely on it for the purposes of making investment decisions and should make their own evaluation of: the potential performance of securities; 
the risks involved in buying or selling securities; the volatility and liquidity of securities; and of other factors such as interest rates, exchange rates, exchange rate liquidity, 
trading costs, settlement and custody. Clients of Coronation Merchant Bank, and of its subsidiaries and affiliates, who read this report, should assess their own investment 
objectives and financial capacities when taking investment decisions and should consult a relevant financial adviser in these respects. 
This report is intended for the clients of Coronation Merchant Bank, and of its subsidiaries and affiliates. Copying and reproduction of this report, and onward forwarding, is only 
allowed with the specific permission of Coronation Merchant Bank, its subsidiaries and affiliates. Receipt of this report does not qualify you as a client of Coronation 
Merchant Bank, its subsidiaries and affiliates. If you are in unauthorised receipt of this report you are requested to notify Coronation Merchant Bank, or one of its subsidiaries 
or affiliates, and to return or delete the report. 
This report is intended for corporate and institutional clients of Coronation Merchant Bank, and of its subsidiaries and affiliates, where those clients are regulated and 
professional investment customers and market counterparties. This report is not intended for individual investors. 
This report is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such distribution or use would be contrary to law or regulations. 
Coronation Research is a department within Coronation Merchant Bank which supplies research services to Coronation Merchant Bank, and is ring-fenced with regard to the 
activities of Coronation Merchant Bank. The Chief Economist, contractors and employees of Coronation Research do not receive any non-public information regarding the 
investments or investment objectives of Coronation Merchant Bank. 
Coronation Merchant Bank and its subsidiaries and affiliates are incorporated under the laws of the Federal Government of Nigeria and are licensed by the Central Bank of Nigeria 
and by the Securities and Exchange Commission of Nigeria and by other relevant regulatory authorities in their respective fields of business. 
Your attention is brought to the fact that the analyst(s), and/or Chief Economist, mentioned at the beginning of this report is (are) employed by Coronation Merchant Bank in the 
Federal Republic of Nigeria, and while subject to the laws of the Federal Republic of Nigeria is (are) not subject, as author(s) of this report, to the laws of other countries, notably 
the United States of America ('US'), the member states of the European Union ('EU'), or the United Kingdom ('UK') as these laws may affect the production, publication and 
distribution of this report. 
Where this report is distributed to clients and potential clients of Coronation Merchant Bank, and of its clients and affiliates, in the European Union ('EU'), including the United 
Kingdom ('UK'), this report is either: a) distributed by virtue of a contract between Coronation Merchant Bank, its subsidiaries and affiliates, and the client for research services, 
or: b) distributed as a free sample, for a given period of time, pursuant to a future contract for the sale of research services. 
The opinions expressed in this report concerning the company(ies) and securities covered, accurately represent the personal views of the analyst(s) and Chief Economist whose 
names are given at the beginning of the report. No part of the compensation of the analyst(s) and Chief Economist mentioned at the beginning of this report is, or will be, 
related to the views or recommendations(s) given in this report. 
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