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1.0 Macroeconomic Section

Trade policy and tariffs were at the forefront of geopolitical
discourse in 2025. The global economy in 2025 grew
modestly as firms unwound earlier front-loaded
adjustments triggered by tariff uncertainty and shifting
trade policies. Global Gross Domestic Product (GDP)
growth was reviewed upwards to 3.2% from 3.0%
according to the | MF #rejections, despite persistent
increased geopolitical risks, uneven regional economic
performance, and sticky inflation. Central banks eased
rates cautiously, countries like the US cut rates by 75bps
since the year started, despite intense political pressure to
accelerate the easing due to lingering concerns over
inflation, especiallyin light of the tariff face-off. The global
economy in 2026 will most likely be a year of fragile
stabilisation, with direction dependent on potential
geopolitical flashpoints, easinginflation, and reduced trade
tensions.

Domestically, 2025 unfolded with a more stable economic
environment than was experienced in 2023 and 2024.
Sincemid-2023, the monetary authorities and the Federal
Government have implemented a series of policies to
aggressively tackle inflation and to stabilize the currency.
The impact of these policies became evident not only in
prices but also in real activity, with GDP growth firming in
2025, recording 3.98%growth in Q3 25 asagainst3.86%in
Q3 24. This improvement was driven by higher oil export
production, a rebound in trade, and stronger agricultural
output, alongside continued strength in ICT and financial
services. Inflation dropped decisively from 24.48% yly in
January (post-rebasing)to 14.45%yly by November 2025.
The Naira, which had depreciated by 41.03% in 2024, has
so far appreciated by 6.33%to N1,446.74/US$1 in 2025 as
of November. The performance of these metrics
underscores an improving macroeconomic environment,

reflecting stronger FX liquidity, enhanced policy
coordination, and a gradual restoration of investor
confidence.

The Monetary Policy Committee (MPC) did a 50bps cut on
the MPR in September, bringing the policy rate to 27.00%,
reflecting a cautious stance while highlighting improved
liquidity conditions and a gradual easing of monetary
tightness. To reinforce FX market stability and anchor
investor confidence, the CBN also implemented a few key
measures,including the Unified Market FX Framework and
the revised FX reporting and compliance guidelines. These
reforms have helped enhance transparency, improve
monitoring of flows, and contribute to a more orderly
exchangerate environment.

The response of foreign portfolio investors (FPI) has been
positive as well, with over US$10.95bn in FPIrecorded by
the CBN between January and November 2025. The
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Federal Government of Nigeria also raised US$2.35bn
through a Eurobond issuance, attracting a record order
book and signalling strong investor confidence in the
recovering economy.

Cumulative effects of thesedevelopmentsin 2026

A key worry in regard to the Nigerian economy has been
the very high inflation rate over the last few years, peaking
at over 30% in 2024. Inflation trended lower in 2025,
especiallyafter the rebasing. In 2026, we expect inflation to
continue on a broadly moderating path, easingin the first
half of the year, on the back of improved FXliquidity and as
policy credibility strengthens. This would be followed by a
mild re-acceleration in the second half, as the December
2025 base effect fades and domestic demand strengthens,
reflecting typical pre-election year dynamics, including
projected higher fiscal spending, which will increase
liquidity . Our outlook for the direction of the monetary
policy and the exchange rate in 2026 is mainly positive.
Monetary easingis expected to proceed cautiously, while
improved FX liquidity, stronger external inflows, and more
investor confidence in the market reforms should help
anchor exchange rate stability during the year; however,
being a pre-election year, we do not rule out some possible
risks.

We developed three scenarios for the Naira/US dollar
exchangerate, inflation, the MPR, GDP, oil prices (Bonny
Light), and oil production. Barring any significant external
shocksin 2026, our outlook is segmentedinto a basecase,
anoptimistic case,and a pessimistic case

MacroeconomicProjections

. 2025E 2026F

Core Economic L Lo

Indicators Base Optimistic Pessimistic
Case Case Case

GDP

growth (%, yiy) 3.86 4.22 5.06 3.37

Inflation (%, yly) 31.79 19.08 15.26 22.89

MPR (%) 27 24 22.50 25.50

Avg. Bonny Light

(USS$/b) 63.74 61.56 73.87 49.24

Oil 14916 1.79 2.00 1.43

Production (mbbl/d) 9% ' ' :

SCETER (R 145606 151359 134617  1681.20

(N/US$1)

Source: NBS,CBN,and Coronation Research

The basecasescenariois built on the assumption that fiscal
and monetary authorities will continue to coordinate
responsesin 2026 to ensure the measures implemented
since 2023 continue broadly in line with what we have seen
sofar.
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The optimistic scenario considers the possibility that key
macroeconomic drivers outperform expectations, such as
higher than projected FX inflows, quicker transmission of
reforms in the macroeconomic environment, continued
disinflation, and increased portfolio investment, leading to
firmer exchangerate stability and stronger output growth.
While the pessimistic scenariois built on apossible setback,
either political or economic, such as weaker export oil
production, delayed or rolled back policy execution, highly
elevated political spending ahead of the elections, and
renewed FX pressures, all of which could keep inflation
higher for longer, limit monetary policy flexibility, and
weigh on growth outcomes.

2.0 Policy Reforms in 2025

Ni g e 2OR5atdt seformsconstitute the most far-reaching
restructuring of the ¢ o u n tfiscgl Brehitecture in a long
time, replacing twelve legacy laws with a unified,
modernised framework that becomes effective in 2026.
The reform packageH comprising the Nigeria Tax Act, the
Nigerian Tax Administration Act, the Nigeria Revenue
Service (Establishment) Act, and the Joint Revenue Board
(Establishment) ActHstreamlines administration, expands
the tax base, harmonises multiple levies, and strengthens
enforcement through digital fiscalisation and coordinated
oversight across federal, state, and local tiers. Key
provisions include a simplified corporate tax regime, a
progressive capital gains tax structure aligned with global
practice, and targeted reliefs for small businessesand low-
income earners.

The Investmentsand SecuritiesAct 2025 (ISA2025) delivers

3.0 Sector and Company Update

The banking sector demonstrated resilience in 2025 with
solid balance sheet growth, though profitability moderated
due to elevated funding costs and increased impairments.
The defining theme has been the industry-wide
recapitalisation drive, spurring a series of capital market
activities as banks race to meet the March 2026 deadline.
Theexit from the C B N fdrbearance schemehasalsohad a
significant effect in the second half of the year. While
investor sentiment has been mixed, leading to sector
underperformance relative to the broader market, the
outlook is anchored by this strengthening of capital bases
and an expected normalization of earnings towards core
banking activities in 2026. The Central Bank of Nigeria
(CBN)hascut its policy rate by 50bpsto 27.00%, reflecting
improved liquidity conditions and a gradual easing of
monetary tightness. To reinforce FX market stability and
anchor investor confidence, the CBN has implemented a
few key measures, including the Unified Market FX
Framework and the Revised FX Reporting and Compliance
Guidelines. These reforms have helped enhance
transparency, improve monitoring of flows, and contribute
to amore orderly exchangerate environment.

The Nigerian consumergoodssector staged a pronounced
recovery in 2025, primarily fuelled by Naira stability, which
drastically reduced the foreign exchange losses that had
crippled profitability in 2023 and 2024. This macro shift,
alongside sustained revenue growth, propelled a powerful
equity rally, making the sector a top market performer.
shareholder distributions anticipated in 2026. However,

the most comprehensive modernisation of Ni g e capi@lH s financial repair phase has led to a subdued near-term

market framework in nearly two decades, replacing the
2007 Act with a globally aligned, more technology-
responsive regime. It expands the definition of securities,
formally brings virtual and digital assets under SEC
oversight, strengthens the supervisory architecture for
financial market infrastructures, and enhances investor
protection through broader regulatory powers and tougher
enforcement provisions. The Act opens new funding
channelshby recognising investment contracts, non-interest
instruments such as Sukuk, and a wider spectrum of
issuersHincluding crowdfunding platforms, entities in free-
trade zones,and specialisedgovernment agencies

dividend outlook, as companies prioritize strengthening
their balance sheets, with a return to shareholder
distributions anticipated in 2026.

The agriculture sector remained a resilient contributor to
Nigeria's GDP in 2025, showing moderate nominal and real
growth, predominantly driven by crop production.
International trade value surged significantly, led by cocoa
and cashewexports, though momentum diverged quarterly
due to volatile global cocoa prices, which retreated from
2024 peaks but are projected to stabilize at current
elevated levels.
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The outlook for 2026 anticipates steady sectoral growth
supported by crop production, with favourable oil palm
prices and a strategic focus on export diversification critical
to sustainingtrade performance.

Nigeria's leading listed oil palm producers Presco and
Okomu, delivered another strong earnings cycle in 2025,
extending their post-pandemic growth through divergent
strategies; Presco pursued revenue scaling via regional
acquisition and export diversification, while Okomu
maintained exceptional operational efficiency and
domestic market focus. Both companies reported robust
profitability and shareholder-friendly dividends, though
with differing balance sheet profilesHPresco carrying
higher leverage due to their expansionstrategy and Okomu
maintaining a conservative, net-cash position. The 2026
outlook remains positive, underpinned by a structural
domestic supply deficit and favourable pricing, with Presco
expected to focus on integrating past acquisitions and
Okomu on optimizing yields from its existing estates.

In 2025, the Nigerian cement sector experienced a
moderation in activity, with the Cement PMI (Oct)
declining to 46.9, reflecting softer sentiment, while
underlying output remained resilient. Real sector growth
outpaced the national GDP, supported by pricing discipline,
operational efficiency, and steady domestic demand.
Cement companiesdelivered strong financial performance,
with robust revenue growth, margin expansion, and
improved balance sheets, while Lafarge Africa and BUA
Cement significantly outperformed the broader market.
Looking into 2026, the sector is expected to achieve steady
expansion, driven by ongoing infrastructure projects such
as the LagogjCalabar Coastal Highway, the Carter Bridge
rejuvenation, and government and PPP-led housing
initiatives . Structural housingdemand,combined with more
supportive financing conditions, is likely to sustain cement
consumption, positioning the sector for stable, value-added
growth despite tighter fiscal spending and a cautious
macroeconomic backdrop.

The Nigerianoil and gassectorexperienced a consequential
year in 2025, benefiting from structural reforms like full
petrol deregulation and the Dangote Refinery ramp-up,
though operating against a softer global crude price
environment. Improved pipeline security and the new
National Tax Act reshaped the fiscal landscape, while
cautious investor sentiment gradually improved due to
operational adjustments and advancing gas
commercialization. Key listed entities demonstrated
strategic execution during the year, with Seplat Energy
solidifying its positioning post the transformative MPNU
acquisition and outlining a robust growth and dividend
framework, while Aradel Holdings delivered resilient
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performance through increased production, developments
in RenaissanceEnergy,and new acquisitions like increasing
its stake in ND Western. The sector enters 2026 on a surer
footing, poised for deeper domestic value addition and gas
monetization to counter external volatility .

The Nigeriantelecommunicationssectorwas shapedin 2025
by two major regulatory actions: a critical 50% tariff
increaseto offset FX pressuresand forthcoming tax reform
that simplifies the fiscal regime. These interventions
supported a financial recovery for key operators. MTN
Nigeria restored profitability and strengthened its equity
position through strategic spectrum and roaming
agreements. Airtel Africa returned to profit and continued
the execution of its US$100 million share buyback
programme. The combined effect of these developments
has stabilized the sector's operational and financial
foundation.

The Nigerian power sectoris undergoing a gradual recovery
driven by regulatory restructuring, infrastructure
upgrades, and increasing private-sector involvement.
Reforms gained momentum in 2024 with the Electricity Act
2023, which decentralised the market and enabled states
to regulate their own power systems,leading to new sub-
national projects and improved generation capacity
supported by better gas coordination and TCN
investments. Despite these gains, the sector remains
financially fragile due to the tariff structure, liquidity
constraints, high ATAC losses, ageing infrastructure, and
electrification levels below 60%. Looking ahead to 2026,
the outlook is cautiously optimistic, supported by ongoing
grid expansion, regulatory decentralisation, industry debt
resolution, tariff reforms, and renewed efforts toward
universal electricity accessby 2030.

Ni g e minirgyBestoris shifting from aninformal, sporadic
industry to amore structured and regulated one. In 2025, it
grew by 32.49% yly, driven by strong performances in
Metal Ores, Quarrying & Other Minerals, and Coal Mining.
New reforms, especially the National Miners Cooperative
Schemeand the digitalisation of the Mining Cadastre, have
increased formalisation of mining activity, improved
coordination, and attracted more formal private
investment. Growth acrossall subsectorshasbecomemore
stable, supported by industrial demand and major
construction projects. In 2026, the sector is expected to
continue this momentum, with more predictable seasonal
patterns and deeper formalisation strengthening its overall
contribution to the economy.
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Global Overview

GDP

The IMF reviewed its GDP projection upward to 3.2%in 2025 and 3.1%in 2026, up from 3.0%, reflecting the easingof
earlier front-loaded activity by firms and modest improvements from fiscal and monetary adjustments in major
economies like the U.S, EU, and China. However, continued geopolitical tensions involving Russia and Ukraine,
uncertainty from future policy decisionsin key economies,labour supply shocks,sharpen downside risks. Global central
banks face weaker growth and sticky inflation in Q3 2025, prompting continued caution towards monetary easing The
U.S. Fed Reserve cut its fed fund rate by 25bps in September 2025, reducing it from the 4.50%34.75% range in
December 2024 to 3.75%34.00%, The European Central B a n kldpasit facility rate is now at 2.00%, down from 3.00%
in December 2024, while the Bankof E n g | aasdrates stands at 4.00%, down from 4.75%in December 2024 .

Chart 1.1: GDP Projections

World Bank World Bank

Country 2023 2024 IMF 2025 IMF 2026 2025 2026
us 2.9 2.8 21 2.1 1.4 1.6
Euro Area 0.5 0.9 1.2 11 0.7 0.8
China 5.4 5.0 4.8 4.2 4.5 4.0
UK 0.4 1.1 1.3 13 1.3 1.1
Ghana 2.9 5.7 4.0 4.8 4.3 4.6
South Africa 0.8 0.5 1.1 1.2 0.9 1.2
Nigeria 2.9 3.4 3.9 4.2 4.1 4.2

Source: IMF, World Bank, Coronation Research

Inflation

U.S.inflation remains a persistent concern,with headline CPlat 3.0%asof September 2025 H the highest since January
2025 and still above the 2% target. Core CPI also stood at 3.0% in September, largely driven by a 4.1% increase in
gasoline prices. The outlook suggestsinflation will stay elevated, averaging around 2.9% in 2025 and rising to 3.2%in
2026.

The U K fsnualinflation rate easedto 3.6%in October 2025 from 3.8%recorded in September,the lowest level in four
months, although still significantly above the 2%target. Pricesslowed for housing and utilities, gasand electricity, dueto
achangein the Office of Gasand Electricity Markets energy price capin October. However, a mild increase was seenin
restaurants, services,clothing, and footwear .

China witnessed its first inflation since June and the fastest pace since January at 0.2% in October, highlighting
increased domestic demand. Core inflation rose by 1.2%, but the overall outlook is for prices to stay well under 2% in
2025.

Ghana'sannualinflation rate fell to an over four-year low of 8% in October 2025 from 9.4%in September, marking the
tenth consecutive period of slowing price growth . Inflation hasnow converged to the Bank of G h a n &dfasget range.
This deceleration is due to the C e d btiigrgthening on the back of strong cocoa and gold prices. And supported by
easingfood inflation, which declined to 9.5%, from 11%in September,while non-food price growth cooled to 6.9% from
8.2%.
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Chart 1.2: Inflation Watch

December 2025

Country May

usS 24
Eurozone 1.9
China -0.1
Uk 3.4
Ghana 18.4
South Africa 2.8

June '25

2.7

2.0

0.1

3.6

13.7

3.0

Jul y
2.7
2.0
0.0
3.8
12.1

3.5

Aug
2.9
2.10
-0.4
3.8
11.5

3.3

Sep

3.0

2.2

-0.3

3.8

9.4

3.4

Oct -

NA

2.4

0.2

3.6

8.0

3.6

Change (m/m)

NA

-0.1

0.1

-0.2

-1.4

+0.2

Source: IMF, World Bank, Coronation Research

Crude Oil

Oil price movements between Q4 2024 and November 2025 moved downward from $74.64/barrel at the end of last
year to $63.20/barrel. O P E C 4irfih decision to raise production quotas by an additional 548,000 bpd drove this fall.
Simultaneously,demand-side sentiment deteriorated amid re-igniting global trade tensions, particularly between the US
and China,and weak economic news from China,amajor oil buyer.
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Domestic Overview

GDP

GDP growth in the third quarter closedat 3.98% year-on-year; the non-oil sector drove much of the growth momentum
on the back of aseasonalcrop production boost. Average daily crude oil production decreasedto 1.64 million barrels per
day (mbpd), higher than the 1.47 mbpd recorded in Q3 2024 but lower than 1.68 mbpd in Q2 2025.

Chart 1.3: Nigeria at a Glance

GDP Growth Rate Inflation MPR

3.98% 14.45% 27.00%

Oil Price (Brent) Bonny Light External Res.
US$63.02/b US$65.69/b US$44.67bn

Parallel Market NAFEM GDP Projection
N1,470.00 N1,446.74 4.2% (WB), 3.9% (IMF)

Source: IMF, World Bank, Coronation Research

Monetary Policy Rate (MPR)

The Monetary Policy Committee (MPC) retained its policy rate at 27.00%, adjusted the Standing Facility corridor
around the MPR to +50/-450 basispoints, retained the Cash Reserve Requirement (CRR)for Deposit Money Banks at
45.00 per cent, Merchant Banksat 16.00 per cent, and 75.00 per cent for non-TSApublic sector deposits and kept the
Liquidity Ratio unchangedat 30.00 per cent.

Inflation

Headline inflation further declinedto 16.05%y/y in October from 18.02%y/y in September 2025, accordingto the NBS.
On amonth-on-month basis, the headline inflation rate was 0.93%higher than the rate in September 2025 (0.72%). The
gross reserve in November 2025 increased to US$44.67bn from US$43.17bn in October 2025, gaining US$1.50bn,
sufficient to cover 8 months of imports for goodsand services.

Credit Rating

Ni g e rcredit Fhtngs received a boost asMo o d ypgraded its rating to B3 with a Stable outlook, citing improved
external balancesand fiscal discipline. Fitch likewise upgraded Nigeria to B with a Stable outlook, reflecting stronger
fiscal and external indicators. S&P also upgraded Nigeria to a B- rating with a positive outlook, citing sustained reform
momentum, which has strengthened key economic indicators and improved growth expectations. In October, the
Financial Action TaskForce (FATF)removed Nigeria from the list of jurisdictions under increased monitoring, commonly
known astheT g rleiys t 7
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Geopolitical Tensions

U.S.g China: Elevated Geopolitical Risk, Resilient Global Markets

U.SgChinarelations in late 2025 have shifted toward a phaseof managedcompetition rather than outright escalation.
Recent high-level engagements delivered limited de-escalatory measures, including partial tariff reductions and
temporary pauseson selected export controls. However, these stepsremain tactical and have not altered the underlying
strategic rivalry . Competition over critical technologies, semiconductors, and artificial

Intelligence and strategic minerals continue to intensify,
Both countries are pursuing industrial policy, export controls, and allied supply-chain arrangements to secure
technological and economic advantage.

As a result, global supply chains are increasingly shaped by friend -shoring and near-shoring strategies, reinforcing bloc
formation and reducing efficiency. While dialogue has lowered near-term tail risks, the persistence of structural
tensions suggests USgChina frictions will remain a key source of uncertainty for global trade, investment flows, and
growth headinginto 2026.

Israel-Iran tensions/ Middle East Conflict

The war in Gaza continues to drive regional instability, drawing in groups aligned with Iran and escalating tensions
between Tel-Aviv and Tehran. Despite diplomatic efforts, alasting ceasefire between Hamasand the Israeli government
remains uncertain asviolence continues and occasionally spills into neighboring areassuchasLebanonand the Red Sea
corridor .

Further escalation could threaten vital oil and shipping routes, notably the Strait of Hormuz and the Suez Canal,
disrupting global energy supply chains. Such developments would likely push oil prices higher, fuel inflationary
pressures,and heighten volatility acrossglobal energy and financial markets.

Nato-Russia Tensions

No clear resolution appearsin sight in the NATOgRussiastandoff, as both sides continue to expand military readiness
alongE u r o pastétisflank. The conflict in Ukraine remains the key flashpoint, with limited diplomatic progress despite
achangein policy in this regard from the incoming U.S.

China-Taiwan Flashpoint

Tensionsremain high as China increases military pressure around Taiwan through expanded drills and air incursions,
while Taiwan strengthens its defense partnerships with the U.S, Japan,and other allies. No diplomatic breakthrough
appearsin sight, and cross-strait relations remain strained.

Any escalation, whether through a blockade, cyberattack, or limited military engagement,could severely disrupt global
semiconductor supply chains,givenT a i w damifancein chip production . Suchdisruptions would ripple through global
manufacturing, heighten market uncertainty, and weigh on global trade and technology sectors.

11
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Global Oil Market: Demand Rebounds as Supply
Growth Moderates

Global oil demand staged a strong rebound in Q3 25, rising
by 920 thousand barrels per day (kb/d), supported largely
by a recovery in Chinese consumption and a firmer global
trade environment. The expansion was more than twice
the 430 kb/d year-on-year increaserecorded in the second
quarter, reflecting a broad improvement in global
macroeconomic conditions. For full-year 2025, demand is
projected to grow by around 790 kb/d year-on-year,
driven primarily by incremental consumption in the United
States, China, and Nigeria, each contributing roughly 120
kb/d. Momentum is expected to remain intact into 2026,
with global demand growth holding at about 770 kb/d
year-on-year.

After months of uninterrupted growth, global oil supply
experienced a brief pause in October, settling at 108.2
million barrels per day (mb/d), following a 440 kb/d
monthly decline led by OPEC+ Despite this pullback,
global supply has expanded sharplyHup by 6.2 mb/d since
JanuaryHwith increasesevenly split between OPEC+and
non-OPEC+ producers. Looking ahead, global supply is
forecast to rise by 3.1 mb/d in 2025 and afurther 2.5 mb/d
in 2026, lifting average output to approximately 108.7
mb/d. Non-OPEC+ producers will remain the dominant
contributors, accounting for 1.7 mb/d of growth in 2025
and 1.2 mb/d in 2026.

According to the International Energy Agency (IEA),global
observed oil inventories surgedby 77.7 mb, or 2.6 mb/d, in
September, reaching the highest level since July 2021. Oil
on water was up by a hefty 80 mb, while OECD stocks rose
by a modest 5 mb and non-OECD drew by 7 mb. Over the
first nine months of the year, observable inventories have
risen by 313 mb, or 1.15 mb/d on average. Preliminary
October data showed global stocks increased further, led
by additional gainsin oil on water.

In 2025, OPEC+ oil production averaged around 41.3
mb/d, reflecting a cautious but steady unwinding of earlier
voluntary cuts by key members. Output growth was most
pronounced in Iraq, the UAE, and Libya, supported by
improved upstream investment and infrastructure
recovery. These gains offset declines in Angola and
Nigeria, where aging fields, underinvestment, and fiscal
constraints continued to limit production capacity. Saudi
Arabia spent 2025 balancing its desire to support prices
with the need to preserve market share amid persistent
global oversupply. Outside the grouping, rising output
from the U.S, Brazil, and Guyana added further pressure
to OP E C wniarket management efforts. So far in 2025,
UK Brent crude hasaveraged USD 63.02/b as of October,
while WTI averaged USD67.24/b during the sameperiod.

December 2025

Chart 1.4: Brent Oil Price (2024-2026)

Commogit, ENd-2024  Novg 2025 2026F
Y (usDIb) (USD/b) (USD/b)
Brent Oil
wsspoy 739 $64.07 $52

Source: IEA, Coronation Research

Oil Production in Nigeria

Data from the Nigerian Upstream Petroleum Regulatory
Commission (NUPRC)showed a notable recovery in crude
oil production acrosskey terminals in Q3 2025, with Bonny
(+37.0% yly), Brass (+17.0% yly), Forcados (+10.0% yly),
Ajapa (+53.0%yly), Oyo/ Obodo (+487.0%Yyly), and Uptate
(+195.0% yly) recording significant year-on-year growth.
This rebound reflects the combined impact of restored
production facilities, enhanced security along major Niger
Delta pipelines, and improved operational efficiency
acrosskey assets

The oil sector rebounded sharply, expanding by +20.46%
yly in Q2 2025 after a prolonged period of contraction
during 2023¢24, although it moderated to 5.84% in Q3
2025, due to temporary production disruption seenin Q3.
Higher output translated into increased export earnings,
stronger fiscal revenues, and improved foreign exchange
inflows, helping to easepressure on external reserves.

However, overall production remained below Ni ger i aF

estimated 1.8g2.0 mbpd potential, limited by intermittent
pipeline shutdowns and historic underinvestment in
upstream infrastructure . Looking ahead, output growth
facesdownside risks from aging assets,delayed field start-
ups, and ongoing funding challengesthat could constrain
Ni g e rabiléyFts sustain its production recovery and
evenincreaseit in 2026.

Chart 1.5: Bonny QOil Price and Production (2024-2026)

Commodity Dec-2024  Nov-2025 2026F
Avg Bonny

Light (USD/b) $82.4 $65.69 $61.56
Avg Oil

Production 1.34 1.46 1.79
(mbpd)

Source: NUPRC,CBN, and Coronation Research
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2026 Outlook

Oil production in Nigeria is projected to rise modestly in 2026, supported by ongoing upstream investments by Seplat
Energy and RenaissanceAfrica Energy. Seplat plansto raise output from about 135,000 bpd to 200,000 bpd within five
years under its $2.5¢%3 billion capital expenditure program, while Renaissancetargets output of around 300,000 bpd
starting from Jan 2026, up from 230,000bpd after S h e lexitHEhese expansions, alongside improved pipeline
surveillance and sustained restoration of previously shut-in fields, are expected to lift average national output to
between 1.7 mbpd and 1.8 mbpd in 2026. Increased infield drilling, workovers, and the completion of key brownfield
projects should further stabilize supply.

However, downside risks persist from potential OPEC+production cap adjustments, intermittent security challengesin
the Niger Delta, and volatility in global oil prices driven by geopolitical tensions and demand uncertainty . Overall,
stronger domestic crude utilization and steady export earnings are expected to support foreign exchange stability,
enhancefiscal consolidation, and strengthen Ni g e extemd salancein 2026.

13
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Overview

The foreign exchange market recorded a notable recovery
in 2025 across market segments, supported by sustained
policy reforms, improved FX inflow from autonomous
sources,and renewed investor sentiments.

At the official window, the Naira rebounded, appreciating
by 6.33% YTD (as at the end of November) to settle at
N1,446.74/US$1, reflecting a significant improvement
when compared to the sharp 41.03% depreciation in 2024 .
We observe a similar trend in the parallel market, where
the Naira strengthened by 12.93%againstthe USDollar. As
a result, the gap between the official rate and the parallel
rate narrowed materially to 1.73%from 7.91%asof the end
of 2024.

Data from the CBN shows a noteworthy build-up in foreign
reserves. The grossreserves expandedby 9.27% YTD (asat
end-November) to settle at US$44.67bn from US$40.88bn
in 2024, showing an accretion of US$3.79bn over the
period. The improvement indicates stronger FX inflow,
higher crude oil-related receipts, and reduced FX demand
for fuel imports.

Chart 1.6: External Reserve Vs. Exchange Rate (2024026)

. Variance

Metric End-2024 Nov-2025

(%)
External
Reserves (US$ 40.88 44.67 +9.27
hbn)
NAFEM

+6.33
(NGN/USS$) 1538.25 1,446.74
Parallel Market

. . +12.93

(NGN/USS) 1,660.00 1,470.00

Source: CBN, Coronation Research

2024 Developments

In 2024, the Central Bank of Nigeria (CBN) intensified
reforms to restore transparency and efficiency in the FX
market. The Bank revoked 4,173 Bureau De Change(BDC)
licensesin March to curb speculative activity and reduce
leakagesinto the parallel market. By mid-year, nearly US$2
billion in FX backlog had been cleared, with the CBN
announcing that all verified obligations were settled. In
December, Bl o o mb BMattr@atform was integrated
into the Electronic Foreign Exchange Monitoring System
(EFEMS)as the official order-matching system. This moves
significantly improved transparency, enhanced price
discovery, and facilitated a more unified exchange rate
framework .

December 2025

2025 Developments

Reform momentum continued in 2025 asthe CBN launched
the Nigeria FX Code in January, establishing clear
governance, ethics, and conduct standards for market
participants. The Bank approximately US$4.1 billion in the
first half of the year to defend the Naira and support
liquidity amid persistent demand pressure. The combined
use of BMatch/EFEMS improved interbank visibility and
transaction efficiency, narrowing the gap between official
and parallel rates. However, underlying pressuresremained
in the FX market, even asthe Naira broadly stabilized and
appreciated through 2025. Import demand continued to
recover, oil export receipts stayed moderate, and foreign
investment inflows (especially the FDI) were still relatively
weak.

2026 Projections

Our exchange rate outlook is derived from our in-house
model, which uses historical trends and volatility patterns
in the NairagUS Dollar market, amongst other inputs. The
projection reflects movements in key drivers such as oil
prices, foreign reserves, monetary policy actions, and
capital flows, ensuring a balanced view of both structural
factors and short-term market dynamics.

The Naira is projected to trade within a range of N1,4009
N1,500/USD in 2026, supported by higher oil production,
reduced dependenceon refined fuel imports, and improved
FX liquidity from higher export earnings. Nonetheless,
sustained exchangerate stability will hinge on maintaining
policy consistency, strengthening investor confidence,
ensuring fiscal prudence, and improving capital inflows
through a more transparent and market-driven FX
framework .
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ExchangeRate

Chart 1.7: Exchange Rate Forecast 2026
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Nigeria GDP 2025

Ni g e recoadmy expanded by 3.98% yly in Q31d5,
compared with 3.86% y/y in Q3124, while slower than the
4.23% recorded in Q2125. This improvement was driven
largely by the non-oil sector, which contributed 96.6%
total output and grew 3.91% yly, up from 3.64% in the
previous quarter. Resilient growth across trade, ICT,
agriculture, and financial services continued to underpin
economic performance. In contrast, the oil sector faced
operational disruptions from strike actions and
maintenance activities, which temporarily reduced crude
production and softened its contribution .

Chart 1.8: Nigeria GDP (2024-2026)

2024-2025 - (% change; yly)

Indicators ’ |
Q3 Q4 FQ1 f Q2 FQ3 f

Real GDP ;o000 37606 3.13% 4.23% 3.98%

growth

olL 5.66% 2.08% 1.87% 20.46% 5.84%

NON-OIL  3.79% 3.80% 3.19% 3.64% 3.91%

Source: NBS,Coronation Research

The oil sector grew by 5.84% yly in Q3125, marking a
significant deceleration from the 20.46% y/y recorded in
the previous quarter. Beyond the moderation in growth,
the s e c t ghareb$ total GDP fell to 3.44%, down from
4.05%in Q2 2025, underscoring the s e ¢ t wvuinerability
to operational and labour-related shocks. The weaker
performance was largely driven by temporary production
disruptions stemming from the PENGASSANSstrike and
scheduled maintenance activities acrossmajor oil facilities
during the quarter. These operational challenges were
reflected in the s e ¢ t autputt profile. Average crude oil
production slipped to 1.64mbpd in Q3, down from
1.68mbpd in Q2 2025 but still higher than the 1.56mbpd
recorded in the corresponding period of 2024.

The non-oil sector grew by 3.64% yly (vs. 3.26% yly in
Q21324), driven by sustained expansion in finance and
insurance (16.18%), construction (5.27%), real estate
(3.79%), telecoms (6.9%), and agriculture (2.82%). The
modest uptick in manufacturing (1.60%) and trade (1.29%)
suggests a gradual recovery in consumer and industrial
demand amid tight monetary conditions. The agriculture
sector maintained its growth momentum in Q3 25,

December 2025

expanding by 3.79%yly, up from 2.82%yly in Q2.

This growth was primarily driven by a sharp recovery in
crop production, which accelerated to 3.90% yly from
1.62%, supported by improved seasonal harvests and
stronger domestic and export demand. The easingof some
supply chain bottlenecks improved the flow of inputs and
outputs, while good harvests helped reduce the rate of
food inflation, as observed in three consecutive months of
falling month-on-month food inflation prices during Q3.

Chart 1.9: Oil and Non-Oil GDP (N # t) vsriReal GDP (%)
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Source: NBS, Coronation Research

GDP 2026 Outlook

The outlook for the rest of the year remains broadly
positive, supported by stronger oil production, improved
investor sentiment, and continued fiscal and structural
reforms aimed at deepening productivity . is expected to
see continued but moderate GDP expansion, with non-oil
sectors,  particularly services, agriculture, and
manufacturing, leading the way, while the oil sector
stabilizes. The Yuletide seasonwill potentially present a
temporary boost to consumption-driven sectors, which
may positively influence quarterly growth and liquidity in
the economy.
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GDP
Forecasts Methodology Chart 1.10: Nigeria Real GDP Forecast (2024-2026)
GDP projections in this report are derived from our 2024-2026 - (% change; yly)
internal  model, which utilizes several inputs, Indicator
including recent growth trends and available post- FY H24FY H25FFY H26F
rebasing data. The approach ensures consistency Real GDP
with Ni g e rlateat Fesonomic performance while 3.48% 3.82% 4.22%

growth

maintaining a balancedand realistic outlook . -
Source: CBN, Coronation Research

Economic Consideration and Strategic Outlook

Ni g e edormiysn 2025 remained in a state of transition into more macro-economic stability, supported by rising oil
production Haveraging 1.68mbpd in H1, and gradually easinginflationary pressures. Government reforms across the
fiscal and monetary fronts continued to improve investor confidence and capital inflows, although consumer demand
remained subdued amid elevated prices and constrained household purchasing power. Structural bottlenecks in
logistics and energy supply alsotempered the paceof recovery.

Looking aheadto 2026, we project GDP to grow by 4.22%, underpinned by sustained higher oil output and improved
foreign exchange (FX) liquidity . Increased investments in the oil sector, combined with improved security in oil-
producing regions, are expected to lift production levels and support fiscal stability through stronger export receipts
and enhancedgovernment revenues, especially asthe unwinding of fuel subsidy arrears gathers momentum.

Beyond oil, non-oil sectors will remain the backbone of Ni g e redorofis expansion. The services, agriculture, and
industrial sectors are expected to drive growth momentum. Trade liberalization measuresisuch asthe suspensionof
the 4% Free on Board (FOB) levy, customs digitization initiatives, and broader trade facilitation reformsH should spur
private investment and streamline cross-border trade. Enhanced participation in the African Continental Free Trade
Area (AfCFTA) is also poised to open greater accessto an estimated $3.4 trillion pan-African market, though persistent
port congestion,renewed FXvolatility, and regulatory uncertainty could limit the full realization of these benefits.

Inflation is expected to moderate further in 2026, driven by improved food supply chains, stable energy costs, and the
continuation of a tight monetary policy stance. The exchangerate is projected to remain relatively stable, assumingno
major global commodity or financial shocks. Additionally, continued reforms, higher oil receipts, and rising portfolio and
remittance inflows (through official channels)are expected to strengthen Ni g e rexteansl seserves, improving the
C B N &hpacity to provide liquidity asalast resort and sustain FXmarket confidence.

On the industrial front, large-scale projects such as the Dangote Refinery, which has already contributed to a 48%
decline in fuel imports in H1 2025, will further enhance energy self-sufficiency and reduce import dependence on
petroleum products. Similarly, Seplat E n e r $3/58%8.0 billion gasinvestment program (2026§2030), involving the
drilling of 1204150 new wells, is expected to expand domestic gassupply, boost industrial output, and enhance energy
security when combined with the expected completion of the OB3 and AKK pipeline projects. Together, these
developments will strengthen Ni g e rexteanil sbalances, drive oil GDP growth, and reinforce the foundation for
medium-term economicresilience.
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Inflation in 2025

The National Bureau of Statistics (NBS) rebased and re-
weighted the Consumer Price Index (CPI) basket in Q1
2025, which led to a moderation of year-on-year inflation
readings from January 2025. Headline inflation eased
steadily, reaching 14.45%y/y in November from 34.60%in
the corresponding period of 2025.

Food inflation fell to 13.12% y/y in October from 26.1%
yly in January 2025, supported by improved harvests and
better food supply. Similarly, core inflation moderated to
18.69% yly in October from 22.6% yly in January 2025,
aided by exchange rate stability and sustained naira
appreciation, which helped reduce imported cost
pressures.

The fading impact of earlier fuel and energy reforms,
alongside improved domestic refining, further easedprice
pressures. In response, the CBN cut its policy rate by
50bps in September 2025, the first since 2020, while
maintaining the rate at 27.00% at its November meeting.
However, structural bottlenecks, high logistics costs, and
insecurity in food-producing regions remain key risks.

Chart 1.11: Headline, Core and Food Inflation (%; y/y)
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Inflation in 2026

We project headline inflation to easeto the 15¢16%range
by mid-2026, supported by improved food supply, tighter
monetary conditions, a more stable exchange rate,
continued FX liquidity, and the fading impact of fuel
subsidy arrears. However, we expect inflation to rise again
toward 19.08% by year-end as base effects fade, and
demand-side pressures strengthen, amplified by increased
election-related spending. Softer fuel costs and ongoing
fiscal reforms should help temper the pace of this re-
acceleration.

December 2025

Food inflation should ease with improving harvests
(supported by schemessuch as the National Agricultural
Growth Scheme(NAGS)initiatives), better logistics, more
food imports, and increased local fertilizer supply. Yet,
climate risks, insecurity in the breadbasket states, and any
Naira weaknessremain significant upside risks.

Chart 1.12: Inflation (2024 ¢ 2026)

20242025- (%change yly)

Indicator End-Period End-Period
24 Nov 125 26
Inflation
34.80% 14 .45% 19.08%
vly)

Source: CBN, Coronation Research

Monetary policy should be easedgradually, supported by
capital inflows and continued Naira stability. Overall,

disinflation is likely to be gradual, sustaining Ni ger i afF

reform -driven recovery in 2026 but 2026 is also a pre-
election year so there is some upside risks to inflation and
financial sector liquidity from political considerations
especiallyif it looks like it will be atight election.
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Chart 1.13: Chart: Headline Inflation Trend and Forecast (%)
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Monetary Policy Decisionsin SelectedEconomies

A

The USFederal Reserve Bank: The Fed cut the federal funds rate by 25 bpsto arange of 3.5%43.75%
in its December 2025 meeting, following similar reductions in September and October, bringing
borrowing costs to their lowest level since 2022. Policymakers cited increasing downside risks to
employment in recent months while inflation remains relatively elevated and above the 2% target.
Forward guidance indicates there would likely not be another cut before year end, with more
uncertainty on the direction in 2026 amid ongoing labour market and inflation risks.

The European Central Bank: The European Central Bank left interest rates unchanged for a third
consecutive meeting in October, signaling confidence in a resilient eurozone economy and easing
inflation pressures. The main refinancing rate remained at 2.15%, while the deposit facility rate stayed
at 2.0%. The ECB has kept rates unchanged, signaling a pause in its easing cycle as inflation trends
closerto the 2%target. However, a potential cut is possiblein early 2026.

The Bank of England: The Bank of Englandkept the rate unchangedat 4% at its September meeting.
With inflation still elevated and caution about the growth in the broader economy. Recentspeculation
about the November budget update and inflation numbers showing inflation dropping in October
suggeststhat another 25bps cut in December is possible.

The South African Reserve Bank: The SARBcut its key repo rate by 25 bpsto 6.75% in November
2025, as widely anticipated, after keeping it unchangedat 6.50% in September. Policymakers noted
that inflation has accelerated somewhat over the past few months, reaching 3.6% for October, but
they expect this to be temporary, with inflation remaining on track to meet the new 3% medium-term

target.

The P e o p Banldaf China: The PBoC kept key lending rates at record lows for a fifth consecutive
month in October. -10bps and -15bps to 3.35% and 4.10% respectively. The Loan Prime Rate (LPR)
remained unchangedat 3%, while the five-year LPR,which anchors mortgage rates, was held at 3.5%.
The PBoC is likely to keep policy steady for the remainder of 2025, with possible modest easingin
2026 if growth slows further .

The Bank of Ghana The BoG cut its rates by 350bpsto 21.50%in Sept 2025 and is likely to follow a
gradual easingpath through the rest of 2025, with potential further cuts in 2026 if inflation and fiscal

metrics continue to stabilize

The Central Bank of Kenya: The CBK lowered its rate to 9.25% in October 2025, marking its eighth
consecutive rate reduction amidst cooling inflation . Further rate cuts are possible in late 2025 and
into 2026 asgrowth remains supported and inflation remains moderate.

The Central Bank of Egypt: The CBE cut rates by 100bpsto 21% at the October meeting. Additional
modest cuts are expected before the end of 2025 if inflation continues to ease In 2026, broader
reform and external factors will shapethe policy path.
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Monetary Policy Committee - Nigeria

The MPC meeting was held on the 24t and 25t of November 2025.

MPC Decisions

The MPC retained the Monetary Policy Rate at 27.00%

T Theasymmetric corridor around the MPR was adjusted to +50bps/-450bps from +250bps/-250bps
1 CashReserveRatio for Deposit Money Bankswasretained at 45.00%

T CRRfor Merchant Bankswasretained at 16.00%.

T CRRon Non-TSA(Treasury Single Account) Public Sector deposits was maintained at 75%.

T Liquidity ratio retained at 30.00%.

Expectations
T The MPC decision at the next meeting would be driven by inflation and exchangetrend.

Key 2025 CBN Policies

Non-ResidentBank Verification Number(NRBVN)platform

The Central Bank of Nigeria (CBN), in collaboration with the Nigeria Inter-Bank Settlement System (NIBSS),officially
launched the Non-Resident Bank Verification Number (NRBVN) platform on May 13, 2025. This innovative digital
gateway enables Nigerians in the diaspora to obtain a BVN remotely, eliminating the need for a physical presencein
Nigeria for the process.

Launchof the Nigerian ForeignExchange(FX)Code

On January 28, 2025, the CBN launched the Nigerian Foreign Exchange (FX) Code to promote a stable financial
ecosystem and ensure that the authorized dealer banks deal ethically and comply with international best practices in
foreign exchangetransactions. The FX Code represents a set of principles generally recognized as good practice in the
FXMarket .

LicenseRenewalFeefor BDCsWaived

On January 24, 2025, the Bank, in its efforts to stabilize and streamline operations in the country's foreign exchange
market and easethe financial burden of Bureau De Change (BDC) operators, waived the 2025 non-refundable annual
licenserenewal fee.

The aim was to help BDCs transition smoothly into the new structure, enabling them to allocate resourcesto comply
with the revised guidelines.

PAPSSRuleskEasedto BoostNigeria'sintra-African Trade

The C B N fit @ circular dated April 28, 2025, simplifies documentation for the Pan-African Payment and Settlement
System (PAPSS)ransactions, making cross-border payments faster and cheaper for Nigerians, especially SMEsunder
the AfCFTA. Individuals can now make payments up to $2,000/month and businessesup to $5,000/month with only
basic KYC/AML documents. The policy also allows banks to source FX for PAPSStransactions through the official
market, improving liquidity and easingintra-African trade.

CBNTightensFXRuleswith Suspensiornf ExportProceedsExtensions

The Bank suspendedextensions on the repatriation of export proceeds for oil and non-oil exports effective January 8,
2025, in line with the Foreign ExchangeManual (2018), which mandatesrepatriation within 90 daysfor oil and 180 days
for non-oil exports. The move

Monetary Policy Easing

In 2026, monetary policy is expected to gradually ease,aimed at consolidating the projected decline in inflation toward
15916%in the first half of the year before it acceleratestoward 19.08%in the secondhalf. The MPC will likely balance
price stability with measuresto support credit growth, FX stability, and investment. Against this backdrop, we seethe
MPR easingtoward 24%.
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Monetary Policy Committee - Nigeria

CBNUsesOMO to EnforceTSACompliance

The CBN is expected to sustain the use of Open Market Operations (OMO), with the primary objective of discouraging
the placement of public deposits outside the Treasury Single Account (TSA)system. Recentbilateral OMO transactions
also signal the B a n kntstion to reinforce FXliquidity and strengthen compliance within the public-sector financial

framework .

Chart 1.14: MPR 2026 Forecast Scenarios

Year BaseCase Optimistic Pessimistic

End-2026 24.00% 22.50% 25.50%

Source: Coronation Research
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FiscalPolicy: Debt Management

Public Debt Stock

Total public debt stock stood at N152.40trn (securitized ways and meansinclusive) asat Q2 2025, a 13.49% increase
from N134.29trn in the corresponding period of 2024 . Meanwhile, public debt rose marginally by 2.01%, primarily
driven by new borrowings from both domestic and external lenders.

Chart 1.15: Tot al Public Debt Stock (N#H trillion)
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Domestic Debt Stock

Domestic debt increased by 2.27% g/q to N74.89trn. There were g/q increasesrecorded across FGN bonds (1.42%
a/q), T-bills (0.51%), FGN Savings bond (10.80% g/q), FGN SUKUK (30.22%), FGN Green Bond (315.70%) and
Promissory Notes (33.07% g/q).. The domestic debt for states and the FCT declined by -1.2% g/q to N5.7trn at the
end Junef25 from N5.8trn recorded at end-Junefd3. On ayl/y basis,it grew by 7.1%. The most indebted states include
Lagos(N1.04trn), River (N364.39bn asat Q4 2025), Delta (N204 .67 bn), Enugu(N180.49bn) and Ogun (N162.92bn).
Thetotal domestic debt stock accountsfor 52.86% (N74.89trn) of total public debt.

In the first half of the year, new domestic borrowing stood at N6.18trn vs N13.10trn target in the FGN 2025 budget.

Chart 1.16: Composition of domestic debtasatendJ une #H25 (% shar e)
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FiscalPolicy: Debt Management

External Debt Stock _ Chart 1.17: External debt by lender group at end-June 25
External debt stock inched up slightly by 1.73% g/q to
US$46.98bn at Q2 2025 compared with US$45.98bn 3.3%

recorded at Q1 12025. Multilateral lenders like the World
Bank and the African Development Bank Group (AFDB)
remained Ni g e rlargest screditor, accounting for
49.36% of the total external debt.

m World Bank Group

m AFDB Group

Bilateral lenders like China, Japan, India, Germany, and
France collectively accounted for 13.21% of total
external debt, while commercial loans (Eurobonds) and
syndicated loans accounted for 37.43%.

H China
® Eurobonds

Others

Overall, the external debt stock accounts for 47.14% of ‘
total public debt. 10.5% 8.1%

Source: DMO, NBS, Budget Office, Coronation
Research

Debt Servicing

As at H1 2025, the FGN had spent c.N4.32trn on domestic debt servicing compared to N2.85trn in H1 2024. On the
external front, the DMO spent US$2.32bn (about N3.4trn). This brings the total debt service cost to about N7.72trn
(VsN14.42trn in the FGN 2025 Budget) in the first half of the year.

The World Bank projects the debt service to revenue ratio to increaseto 44%in 2025 from 38%in 2024. Public debt
to GDP stood at 38.80% from over 50% in 2024, below the 60% revised threshold set by the Debt Management
Office in the 2024-2027 Medium Term Debt Strategy. Thisis largely on the back of the GDP rebasing exercise.

This is below the 55% limit set by the World Bank for countries within Ni g e péerggfd, such as Ghana(70.50%),
Egypt (82.90%),and South Africa (76.90%). The World Bank projects the Debt to GDP ratio to be at 39.8%in 2025.

Chart 1.18: Debt-to-GDP ratio vs DebtService-to-revenue ratio (%)
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FiscalPolicy: 2025 FGN Budget Performance

FGN Budget Performance (Jang Jul 2025)

Fiscal Items 2025 Pro Rata Actual Variance
(N Abillion) NASS Approval (Jan-Jul) (Jan-Jul) (%)
Aggregate FGN expenditure 54,990.16 32,077.70 20,395.51 -36.42
Statutory Transfers 3,645.76 2,126.69 1,117.32 -47.46
220.09
Sinking Fund 377.30 96.70 -56.06
Non-Debt Recurrent Expenditure 13,588.01 5,865.51 -26.00
7,926.34
Debt Service 13,939.84 8,351.67 9,814.09 +17.51
13,672.90
Capital Expenditure 23,439.25 3,598.59 -73.68
Aggregate FGN revenue 40,889.74 23,852.35 13,665.56 -42.70
Oil Revenue 21,004.81 12,252.81 4,635.69 -62.20
Non-Oil Revenue 19,884.93 11,599.54 9,029.87 -22.15
Fiscal Deficit -14,100.43 -8,225.25 -6,729.95 -18.18

Source: MTEF 2026-2028, Coronation Research

Highlights of the 2025 Budget Performance

A The 2025 approved budget was optimistic ; however, performance was tempered by persistent underperformance
in the oil sector, improved non-oil revenue, rising debt service obligations, and a significant capital spending
shortfall .

A Oil revenue remained the weakest component of the 2025 budget implementation . Performance within the first
sevenmonths of the year (JanuarygJuly 2025) showed gross oil and gasrevenue achieved only about 37.5% of its
prorated target, reflecting continued challenges associated with crude oil production shortfalls, operational
inefficiencies, and oil theft .

A The non-oil revenues demonstrated stronger performance, highlighting the growing importance of diversification
efforts . CIT collections slightly exceeded prorated targets, while VAT receipts outperformed expectations by
approximately 10%, reflecting improved compliance, expanded tax coverage, and sustained consumption levels.
Electronic Money Transfer Levy (EMTL)collections alsorecorded significant overperformance, driven by increased
adoption of electronic payment platforms.

A On the expenditure side, implementation in 2025 was restrained. Actual spending as of July 2025 fell below the
prorated target. A major factor influencing expenditure outcomes was the extension of the 2024 capital budget
to December 2025, which resulted in the deferral of significant portions of the 2024 capital expenditure to
December 2025. Debt servicing exceeded its prorated target, driven by high domestic interest rates and
increased external debt obligations. This trend reinforces the structural challengeposedby Ni g e rising debt
service-to-revenue ratio (71.82%),which continues to limit fiscal flexibility .

A The combination of revenue shortfalls and elevated debt service obligations continued to widen fiscal pressuresin
2025. Although under-execution of capital spending moderated the cash deficit, the underlying structural
imbalance between revenues and recurrent obligations persisted. Deficit financing remained largely domestically
oriented, with implications for interest costs.
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Fiscal Policy: 2026 FGN Proposed Budget

Fiscal ltems § Aggregate Expenditure and Aggregate Revenue
The proposed 2026 FGN budget paints a more realistic revenue and expenditure target, which aligns with current

macroeconomicdynamics.
2026 FGN Proposed Budget

Flscﬁalbltierlnsl(l\il o) 2026BuPdr;£tosed ZOZSBﬁggé(t)ved Variance (%)
g(%gerﬁgiﬁfe':e'\' 54,458.96 54,990.16 +0.97
Statutory Transfers 3,152.68 3,645.76 -13.52
Sinking Fund 388.54 377.30 -2.98
gg;éggi?srzecu”em 15,265.88 13,588.01 +12.35
Debt Service 15,520.82 13,939.84 +11.34
Capital Expenditure 20,131.04 23,439.25 -14.11
Aggregate FGN revenue 34,334.86 40,889.74 -16.03
Oil Revenue 12,239.65 21,004.81 -41.73
Non-Oil Revenue 22,095.21 19,884.93 +11.12
Fiscal Deficit -20,124.11 -14,100.43 +42.72

Source: MTEF 2026-2028, Coronation Research
Aggregate Expenditure

Aggregate FGN expenditure is projected at N54.46trn in 2026, representing a marginal increase of 0.97% from the
2025 approved budget. While total spendingremains broadly stable, the composition of expenditure reveals notable
reallocations. Non-debt recurrent expenditure rises significantly to N15.27trn, an increase of 12.35%, reflecting
higher personnel costs and overheads. Debt service continues its upward trajectory, reaching N15.52trn, up 11.34%
underscoring persistent fiscal strain from public debt obligations. Capital expenditure is budgeted at N20.13trn, a
contraction of N14.11trn compared with 2025. This reduction may limit the pace of infrastructure development and
public investment, with potential implications for medium-term growth.

Aggregate Revenue

Aggregate FGN revenue for 2026 is projected at N34.33trn, representing a sharp decline of 16.03% relative to the
2025 approved level. The revenue outlook is heavily influenced by weaker oil price expectations.

Oil revenue is forecasted at N12.24trn, a steep 41.73% decline, driven by lower benchmark oil prices (US$64.85 per
barrel) and reduced production assumptions (1.84 mbpd). Conversely, non-oil revenue is projected to rise to
N22.10trn, reflecting an 11.12% increase, highlighting ongoing efforts to strengthen revenue diversification and tax
administration .

Budget Assumptions

The 2026 proposed budget is anchored on relatively conservative macroeconomic assumptions. GDP growth is
projected at 4.68%, but dependent on strong non-oil sector performance and private investment, particularly as
capital spendingis being scaledback.
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The oil price benchmark of US$64.85/bbl appears conservative and broadly realistic given current global supply
dynamics and softening demand growth . Similarly, the production assumption of 1.84mbpd, while more realistic than
pasttargets, still presumessustained security and operational gainsthat remain uncertain.

Chart 1.19: 2026 Proposed Budget Assumptions

2026 Proposed

. . 0
Assumptions Budget 2025 Budget Variance (%)
Benchmark oil price (US$/b) 64.85 75.00 -13.53
Oil production (mbpd) 1.84 2.06 -10.68
Exchange rate (N/USD) 1,512.00 1,500.00 0.80
Target inflation (%) 16.5 15.8 4.43
GDP growth rate (%) 4.68 4.60 1.74

Source: MTEF 2026-2028, Coronation Research

Exchange Rate Assumptions

The exchangerate assumption of N1,512/US$ implies relative stability in the foreign-exchangemarket. While recent
reforms have reduced distortions, the assumption leaveslittle margin for renewed pressure from capital outflows, oil
revenue shortfalls, or external tightening. The 16.5% inflation target is achievable, but persistent structural supply
constraints present upside risks, requiring tighter coordination between monetary and fiscal policy.

Fiscal Deficit and Financing

The fiscal deficit is projected to widen substantially to N20.12trn, representing a42.72% increase comparedto 2025.
This widening gap reflects the combined impact of subdued revenue performance and sustained expenditure
pressures. Deficit financing is expected to rely predominantly on borrowing. New borrowings are estimated at
N15.84trn, with domestic borrowing bearing the bulk of the burden, accounting for N12.67trn and foreign borrowings
at N3.17trn. Additional financing sources include N2.05trn in multilateral and bilateral project-tied loans, alongside
N189.16bn in privatization proceeds.

Chart 1.20: Proposed 2026 Deficit Financing

Deficit Financing 2026 Proposed Budge
Privatization proceeds 189.16
Multi -lateral/Bi -lateral project gtied loans 2,048.92
New Borrowings 15,841.48
Domestic Borrowings 12,673.18
Foreign Borrowings 3,168.30

Source: MTEF 2026-2028, Coronation Research

—
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Nigeria Foreign Trade Review

Overview

The National Bureau of Statistics (NBS)released its report on foreign trade statistics for Q3 5. Nigeria recorded a
trade surplus of N6.69tn (about US$4.47bn), as export growth outpaced import levels. Total merchandise trade
(exports + imports) reached N38.93tn (US$25.99bn), up by 8.71%year-on-year and 2.36% quarter -on-quarter in naira
terms.

Exports

Exports rose by 11.08%y/y and 0.28% q/q, to N22.81tn (US$15.2bn, 5.69% g/q in USD). In Q3 125, India emerged as
Ni g e fdargestegport destination, taking the lead from Spainwhich ranked first in Q2 5. India received Nigerian
goods valued at N2.25tn, accounting for 9.90% of total exports. Other major destinations during the quarter included
Spain (N1.82tn; 8.02%), France (N1.65tn; 7.27%), the Netherlands (N1.54tn; 6.76%), and Italy (N1.45tn; 6.38%).
Collectively, these five markets absorbed around 38%of Ni g e tofalaekpsrts in Q3 125, underscoring the continued
concentration of export flows toward Europeaneconomiesalongside growing demand from Asia.

Imports

Imports rose 5.47% g/q to N16.12tn (US$10.76bn, +11.17% g/q in USD) and 5.51%y/y. China remained Ni ger i aF
largest source of imports in Q3 125, supplying goods worth N4.78tn (29.68% of total imports), It was followed by the

United States (N3.22tn; 19.96%), India (N1.38tn; 8.55%), United Arab Emirates (N790.66bn; 4.90%), Belgium
(N690.22bn; 4.21%). Together, these five countries accounted for about 68% of total imports, underscoring the high
concentration of Ni g e impaat Baurcesand its continued reliance on manufactured and refined products.

Trade Balance

Ni g e trade dlanceweakenedin Q3 125, with a surplus of N6.69 trillion, down 10.36% from N7.46 trillion in Q2, as
export earnings outpaced imports by a narrower margin. This deterioration reflects a moderation in export receipts
alongside sustainedimport demand, particularly for raw materials and refined products, which compressedthe surplus
despite Nigeria remaining in a net export position during the quarter.

Trade Dynamics
Chart 1.21: % Share of Total Exports in Q3 2025 Chart 1.22: % Share of Total Imports in Q3 2025
3.45% 4.56%

4.29%
m Agriculture 17.08%
B |mport
B Raw Materials
Agriculture
Solid Mineral
Raw Materials
N Energy
m Solid Mineral
Manufactured
H Energy
H Crude Oil
56.14% 48.19% Manufactured
m Other Oil Products
H Crude Oil

Source: NBS, Coronation Research Source: NBS, Coronation Research
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Trade Dynamics

Crude oil exports totaled N12.80 trillion and accounted for 56.14% of total export earnings. Domestic crude oil
production averaged 1.44 mbpd (excluding condensates)in Q3 125, down from 1.48 mbpd in Q2 5. Crude oil export
earnings declined by 4.47% yly but increased by 7.03% q/q, despite lower average oil prices and weaker domestic
production. This points to a higher proportion of available crude being channeled toward exports during the quarter,
which helped support export receipts relative to Q2.

Non-oil exports grew by 19.37%yl/y to N2.99trn and accounted for 13.14%of total exports. Superior quality cocoabeans
natural cocoabutter, soyabeans,crude groundnut oil, frozen shrimps and prawns, shelled cashewnuts, crude palm kernel
oil, and sesamumseeds,amongothers were featured astop major traded agricultural products in 2025.

Total imports reached N16.12tn in Q3 125, an increase of 5.47%q/q from Q2 5 and a’5.51%Yyl/y increase compared to
Q3 124. Imports continued to grow on both a quarterly and yearly basis. By composition, agricultural imports declined
sharply, falling by 37.39% qg/q and 11.69%y/y, while raw material imports expanded strongly, rising by 26.83% g/q and
136.38%y/y . Manufactured goodsimports easedby 6.03%aq/q but recorded a21.74%yly

This re-composition of import demandin Q3 125 contributed to anincreasein aggregateimport value, driven largely by
stronger inflows of production-related inputs, even as imports of agricultural and manufactured consumer goods
declined. The observed pattern reflects improved accessto foreign exchange following ongoing FX market reforms,
including the implementation of the FX Code in early 2025, which supported trade financing and allocation efficiency.
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Overview

On 26 June 2025, President Bola Ahmed Tinubu enacteda President may extend this up to ten yearsfrom the N T A H s

historic package of four tax reform Acts, constituting the
most comprehensive overhaul of Ni g e ffisca dtstem in
decades These reforms, which take effect in 2026,
consolidate the previous twelve disparate tax legislations
into a unified framework designed to streamline
administration, eliminate multiplicity, and improve the
easeof doing business

Major New Laws
The Nigeria Tax Act (NTA)

This introduces a comprehensive overhaul of thec o u n t
tax framework, consolidating multiple outdated laws,
repealing twelve older statutes, and amending fifteen
others. The reforms aim to streamline tax administration,
align Ni g e rsysterf with international standards, and
addressdomestic economicrealities.

A key change is the expansion of the definition of a
Nigerian company. The Act now includes foreign entities
whose central or effective management is exercised in
Nigeria. As a result, such companies, along with indirect
disposals of shares in Nigerian businesses via offshore
holding companies, may be liable for capital gains tax
(CGT),subject to treaty relief.

The Act replacesthe former T p i o nax @dliday with an
Economic Development Incentive (EDI). This designates
certain activites as T p r i oanid tajoWs qualifying
companiesto claim atax credit equal to the tax on profits
generated from these activities during the priority period.
Unutilised credits may be carried forward for up to five
years but cannot offset additional tax obligations arising
from the minimum effective tax rate (ETR)rules.

Capital allowance rules are simplified: qualifying
expenditures can now be claimed on a straight-line basis
over the a s s auseHldife, replacing the previous mix of
initial and reducing-balance allowances. Pro-rata
treatment applies only where non-taxable income exceeds
10%of total income.

Free Zone companies retain full exemptions for export-
oriented activities, but proportionate taxation applies if
more than 25% of sales are made into the customs
territory . From January 1, 2028, profits from these
domestic saleswill generally becometaxable, though the

effective date.

Small companies benefit from full exemptions from
Companies Income Tax (CIT), CGT, and the newly
introduced Development Levy. These are defined as
entities with annual turnover of N50 million or less and
fixed assets not exceeding N250 million. Their income
remains exempt from withholding tax.

Personal income tax has been revised: individuals earning
up to N800,000 per year are now tax-exempt, while higher
earners face rates up to 25%. The Act also clarifies the
cokcBips of tax residence, extending liability to individuals
with significant economic ties or immediate family
connections in Nigeria, and taxing employment income
only if duties are performed in Nigeria or the individual is a
resident not taxed elsewhere.

The new tax reforms bring a streamlined
system a single 4% Development Levy
replaces four old taxes, while small
companiesunder NSOm turnover gain full
exemption For individuals, those earning
up to N800,000 per year are now tax-
exempt, while higher earnersface rates up
to 25%. Foreign firms managed from
Nigeria will now be taxed locally, and
selling Nigerian sharesfrom offshore could
attract Capital Gains Tax. Free Zone
companieslose their local-salestax break
in 2028, and the pioneerstatusis swapped
for a sectorfocusedtax credit. Businesses
can now reclaim VAT, with essentialslike
food, drugs, and schogl fees completely
VAT-free.

The NTA broadens the scope of taxable activities for non-
resident companies Force-of-attraction rules allow certain
operations by non-residents or related parties to be
included in the profits of a Nigerian permanent
establishment, evenif the activities occur outside the PE
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Profits from Engineering, Procurement, and Construction (EPC)contracts can also be taxed in Nigeria, even if partially
carried out offshore. Non-resident entities are now subject to a minimum tax based on the proportion of Nigerian-
sourced EBIT,with payabletax not falling below applicable withholding tax or 4% of income. The interaction between this

minimum tax and the 15% minimum ETR for multinational group constituent entities is expected to require further
clarification .

The Development Levy consolidates several existing sector-specific levies (Tertiary Education Tax, IT levy, NASENIlevy,
and Police Trust Fund levy) into a single 4% charge on assessableprofits . Additionally, undistributed profits of foreign
subsidiaries controlled by Nigerian companiesmay now be taxed in Nigeria, potentially raising double-taxation concerns
that will require administrative guidance.

Severanceand injury compensation exemptions have increased from N10 million to N50 million. VAT remains at 7.5%,
but the system now follows globally recognised rules, allowing businessesto reclaim input VAT on purchases,services,
and capital assetsrelated to taxable supplies. The zero-rated list has been expanded to essential goods and services
including basic food items, pharmaceuticals, medical services and equipment, educational materials, electricity

generation and transmission, tuition fees, and most exports (excluding oil and gas) This expansion allows businesses
selling these items to recover VAT that was previously unrecoverable.

Overall, the NTA represents a significant shift in Ni g e rfiscal Hdicy landscape, strengthening tax compliance,
expanding the tax base, modernising incentives, and providing clearer rules for both domestic and international
businesses
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Nigerian Tax Administration Act (NTAA)

This establishes a comprehensive framework for tax
administration across all tiers of governmentHfederal,
state, and localH by consolidating administrative provisions
from multiple existing laws. Its objective is to streamline
tax compliance, enhance transparency, and improve
enforcement. Under the NTAA, all taxable persons,
including individuals, companies,and government agencies,
are required to register with the relevant tax authority and
obtain a Taxpayer ldentification Number (TIN). Non-
resident entities that earn only passive income from
Nigeria are generally exempt from registration, though
they may be required to provide information asrequested
by tax authorities .

The Act introduces detailed filing obligations across
sectors. Monthly returns are now required for petroleum
royalties, mineral royalties, and shipping or airline activities
carried out by non-resident companies Petroleum
companiesmust file by the 14th of the month following the
reporting period, while mining companiesand non-resident
shipping and airline firms are required to submit by the
21st. Petroleum license holders are also obligated to file
annual royalty returns within five months after the close of
each accounting period. The NTAA also empowers tax
authorities to issue guidelines for simplified income tax
returns for low-income earners and operators in the
informal sector. In addition, the Act imposes new filing
obligations for transactions subject to the reactivated five
percent fossil fuel surcharge and virtual assettransactions
carried out through Virtual Asset Service Providers
(VASPs), with returns due by the 21st of the month
following the transaction. Midstream companies engaged
in liquefied natural gas operations are required to submit
monthly estimated profit or loss returns by the second
month of each accounting period, with the first payment
due by the third month.

The NTAA codifies VAT fiscalisation rules and mandates e-
invoicing, placing Nigeria alongside other African countries
that have adopted digital VAT collection systems.
Companies are required to implement the fiscalisation
systems deployed by tax authorities to ensure accurate
VAT reporting and collection. The Act also introduces
mandatory disclosure of tax planning arrangements.
Taxable persons must proactively notify the authorities of
any transactions or schemesthat could result in atax

December 2025

advantage, including new or increased reliefs, accelerated
or deferred tax payments, or reduced tax obligations.
Companies and individuals must also file Annual Tax
Incentives returns alongsidetheir standard tax filings.

The Act revisesthe VAT revenue-sharing formula, reducing
the Federal Go v e r n mshar¢ fen fifteen to ten
percent, while increasing allocations to states and local
governments to fifty -five and thirty -five percent,
respectively. Thedistribution to states and local authorities
is further divided, with fifty percent shared equally, twenty
percent based on population, and thirty percent based on
place of consumption, with fiscalisation expected to
improve the accuracyof consumption-based allocations.

ITheh eew tax administration rule
intreduce mandatory e-invoicing and
hefty fines for non-compliance including
a N5 milion penalty for contracting
unregistered entities. The VAT revenue
formula shifts more funds to states, and
authorities gain power to tax non-
residents based on deemetl profits if
reported incomeis too low. Taxesmust be
paid in the transaction's -currency,

potentially increasing foreign exchange
demand..T

Enforcement measures have been strengthened through
higher penalties for non-compliance and the introduction of
new penalties. Failure to file returns now attracts a penalty
of N100,000 for the first month and N50,000 for each
subsequent month, while awarding contracts to
unregistered entities can incur a penalty of N5 million.
Additional penalties apply for failure to provide accessfor
deployment of technology or for actions that interfere with
tax officers. The NTAA also encourages joint audits and
information exchange between tax authorities, fostering
collaboration and transparency while improving audit
efficiency.
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The taxation of non-residents hasbeen expanded,allowing authorities to deem taxable profits basedon EarningsBefore
Interest and Tax (EBIT)when reported profits are deemed insufficient . Finance costs may not be deducted under this
approach, effectively standardising the assessmentof profit margins for non-residents. Taxes remain payable in the
currency of the transaction, which may necessitate sourcing foreign currency for certain payments and could place
additional pressureon Ni g e foreigrifexchangeavailability . This requirement may also conflict with policy objectives
aimed at encouraging Naira-based payments for non-oil income.

TThe NTAA revises the VAT revenuesharing formula, reducing the Federal
Goarnenenis sharefiorfii s %to 10%, while increasingallocationsto statesand local
govermmentsto 55%and 35%, respectively]. .7
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Nigeria Revenue Service Act (NRSEA)
This Act (NRSEA) replaces the Federal Inland Revenue

Service (Establishment) Act of 2007 and establishes a T’A kewammum@embemﬂgﬁﬁﬂmthe

modern federal revenue administration framework. Under .
the NRSEA, the Nigeria Revenue Service (NRS)is created renanmngafftﬂwFEddeﬂdhln}&hﬂdRakue

as the central federal authority responsible for ~Senviceltolthe\Nigena RevenuerService,
administering, collecting, and accounting for all taxes and highlighting its broattemmandatedo
revenues legislated by the National Assembly. The Act sets

) ¢ ! assess; collectand ascolfnt fer/federal

out a comprehensive framework to govern the operations =
of the NRS, reflecting its expanded role in revenue Fe@Nu€.11 U € | 1
administration .

A key reform under the NRSEAis the renaming of the T'...lSiﬁLthlhthlSW, atmegroemsl | y , St ¢

Federal Inland Revenue Service to the Nigeria Revenue ReayenuesSefivices) Rﬁé Wea ted full

Service, highlighting its broader mandate to assesscollect, : m (E Qll’ 1
operational autenomy gdllowing themcdto

and account for federal revenue. Simultaneously, State . o
Internal Revenue Services (SIRS) are granted full managettheiraaffairs independentljy. T
operational autonomy, allowing them to manage their

affairs independently. At the same time, the NRSEA 7 P T ‘10
provides a legal mechanismfor the NRSto support states r..deﬁdmg 'dmmsgt atu’softot@ w s et

and local governments upon request, offering technical and mvmmmaHeXdum@mMmm
operational assistancein tax collection and administration.  royaltiesHsupplementethby tther

The Act also establishes a more robust and predictable sources.”. |
funding model for the NRS Funding is now set at four

percent of total revenue collectedHexcluding petroleum

royalties Hsupplemented by other sources. This broader

funding base is designed to ensure that the NRS has

adequate resources to fulfil its enhanced responsibilities,

including supporting state and local governments as

needed.

In addition, the NRSEA empowers the NRS to provide
technical and operational assistance beyond federal
boundaries. The Service may support states and local
governments in revenue collection, and it may also act on
behalf of foreign governments to collect taxes where there
are agreementsor arrangements in placeto prevent double
taxation . This provision allows the NRSto serve asacentral
coordinating body in domestic and international tax
administration, promoting efficiency and compliance across
multiple layers of government.
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The Joint Revenue Board & Nigeria Revenue driven revenue system.

Service

The Joint Revenue Board Establishment Act (JRBEA)
introduces a unified institutional structure aimed at
improving the coordination and effectiveness of revenue
administration acrossNigeria. One of its central reforms is
the creation of the Joint Revenue Board (JRB), which
replaces the long-standing Joint Tax Board. While the
former JTB functioned largely as a consultative forum for
tax authorities, its role was limited becauseit lacked the
authority to enforce decisions. The newly established JRB,
however, carries a more robust mandate. It is empowered
to align and coordinate tax administration practices across
federal, state, and local governments, thereby reducing
duplication, policy conflicts, and administrative
inconsistencies. This shift positions the JRB as a central
mechanismfor achieving coherence within Ni g e miulta ¥
tiered tax system.

Another significant innovation under the JRBEA is the
establishment of the Tax Ombuds office. This office serves
as an independent channel through which taxpayers can
lodge complaints or seek redress on issues relating to
taxes, levies, duties, or similar regulatory charges Its
function is to engagedirectly with tax authorities on behalf
of taxpayers and help resolve disputes or administrative
challengesin an impartial manner. Although the Ombuds
office plays an important role in safeguarding taxpayer
rights, its authority is carefully circumscribed: it cannot
interpret the law, determine tax liabilities, intervene in
court proceedings, or address internal personnel issues
within tax agencies Instead, it acts asan accessibleneutral
intermediary focused on administrative fairness and
improved service delivery in the tax system.

The Reshaplngof FIRSlr_lto the ng_e“a Revgnue The shift to the NRS underscores the gover nment
Service and Its Implications for Ni g e rFis@M$ention

Landscape

Ni g e romgairtg sax reforms mark one of the most far-
reaching institutional restructurings of the ¢ o u n tfiscgl
machinery in decades At the centre of this transformation
is the replacement of the Federal Inland Revenue Service
(FIRS)with the Nigeria Revenue Service (NRS),a reform
that goes beyond a change in name. It signals a

fundamental reorientation of thetaxa ut h o mz'andayeHJs

governance model, funding capacity, and operational
scope. Combined with the establishment of a Joint
Revenue Board and the tightening of administrative rules
acrossthe federal, state, and local tiers, Nigeria is moving
toward a more integrated, transparent, and technology-

R Aew naeiowal Jniat Reiveoun Bodrd
will coordinate fietleral s stategand
local taxesreducingoverlap: State
tax agencies;gaimeXplicit
independencebbutithemnewiNigeria
RevenuesSefviceicanssteptin to
support orenforeewvhenneeded,
creating @awwmnifietyyetidecentralizéd
syytesnt.’e m| HH

ATRETVRSevill IN: RiSdedni 464 bf allb e

non-petroleum rexenueyg guananteeing
It a sustamablebbudgetdonmodernize,

fight evasion cand/deploy:teéchnology,
moving Nigeriaitowarthadecturiven,
lesscoHdegepdenn fdcel ruture.f”i s ¢ a |

The full implementation of this system will have profound
implications for government finances, macroeconomic
stability, the business environment, and the compliance
obligations of corporates.

to build a revenue agency that not only
administers tax laws but also functions as the central
enforcement body for revenues assignedto the federation.
TQe explicit independence granted to State Internal
evenue Services (SIRS)A alongside an NRS empowered
to support them when requested H marks the beginning of
a coordinated but decentralised fiscal ecosystem. This is
designed to address long-standing inefficiencies, limit
jurisdictional conflicts, and promote clearer revenue
accountability. By moving away from the fragmented
system that has often enabled leakages, discretion, and
overlapping mandates, the new structure aims to
strengthen institutional coherence across all levels of

vernment.
governme -
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Nigeria Revenue Service Act

A significant change under the new framework is the
enhanced funding model for the NRS With a statutory
allocation of 4% of all non-petroleum royalty revenue
collections, the agencyis a sustainable financial foundation
to fund the implementation of modern tax administration
practices from digital infrastructure and analytics tools to
staff development and enforcement technology. Adequate
funding is a prerequisite for combating leakages in a
system where weak monitoring and outdated
infrastructure have historically undermined the efficiency
of collection. As the N R S Bperational capacity expands,
taxpayers should expect more consistent enforcement,
real-time data validation, and greater use of behavioural
analytics to detect evasion patterns.

For the broader economy, the restructuring reflects along-
needed shift away from the unsustainable dependence on
oil revenue and intermittent windfalls from commodity
cycles. A more efficient, technology-driven tax system
enhances revenue predictability, which is crucial for
macroeconomic planning, debt sustainability, and the
g o v e r n nabilityt tet sneet expenditure commitments
without recourse to excessive borrowing . Reduced fiscal
uncertainty also improves sovereign credibility, influences
interest rate dynamics, and helps address the persistent
fiscal deficits that constrain capital spending. Over time, a
stable and effective collection system can reduce the
pressure for ad-hoc fiscal measures, such as abrupt tax
increasesor emergencylevies, which often distort business
planning.

The new tax administration landscapealsohasimplications
for the private sector. Corporates will operate in an
environment where compliance expectations are clearer,
audits are more data-driven, and the scope for
discretionary assessmentsis reduced. With the NTAA,
NRSEA, and related reforms codifying e-invoicing,
fiscalisation for VAT, monthly filings for specific sectors,
and expanded reporting obligations for virtual assetsand
fossil-fuel activities, companies will need to strengthen
their tax governance frameworks. Internal controls around
data quality, documentation, and intercompany
transactions must be tightened, especially asthe NRSand
SIRSgain the ability to conduct joint audits and exchange
information seamlessly

The increased enforcement capacity will inevitably raise
the compliance burden, particularly for multinationals and
large domestic corporates. Transfer pricing audits,

substancetests, and scrutiny of cross-border payments are
likely to intensify. The new minimum effective tax rate
rules combined with the expanded definition of a Nigerian
company will also affect cross-border structuring, profit
allocation, and investment decisions. Foreign companies
operating from managerial hubs in Nigeria or engagingin
indirect share disposals may find themselves subject to
Nigerian tax obligations in ways that were previously
unclear or untested. These developments stress the need
for corporates to revisit their operational structures,
evaluate tax exposures, and reassessthe sustainability of
existing tax planning strategies.

For businessesthe reforms may appear stringent, but they
also present benefits. The introduction of a Tax Ombuds
office provides taxpayers with a structured dispute
resolution mechanism outside traditional channels,
reducing administrative friction and enhancingtrust. Over
time, amore consistent and transparent tax administration
system can lower the cost of doing business by reducing
ambiguity, informal charges, and compliance bottlenecks.
The shift toward harmonisation across government tiers
also supports ease of doing business by reducing the
overlap of federal and state demands a major source of
tension for many companies.

Additionally, more predictable revenue flows allow the
government to invest in infrastructure, human capital, and
public servicesthat improve the businessenvironment.

A critical factor determining the success of this
transformation will be the capacity of the NRS and the
Joint Revenue Board to deploy technology effectively,
manage data securely, and collaborate with subnational
tax authorities without creating new bureaucratic
obstacles. The transition period will likely come with
implementation challenges,including adjustment of legacy
systems, resistance from entrenched interests, and the
need for extensive stakeholder education. However, if
executed well, these reforms could mark a turning point in
Ni g e fiscahcBnsolidation efforts .

Ultimately, the restructuring of FIRS into the NRS
represents a deliberate move toward a modern fiscal state
H one built on transparency, efficiency, and accountability .
For government finances, it promises more stable and
sustainable revenue. For the economy, it lays the
foundation for improved macro-fiscal management and
reduced dependenceon volatile oil receipts.
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Capital Gains Tax

For corporates, it ushers in a new era of disciplined
compliance, structured reporting, and more predictable
interactions with tax authorities. The long-term outcome
will depend on consistent implementation, policy stability,
and continued investment in administrative capacity. But
the direction is clear: Nigeria is building a revenue
administration system aligned with global best practices
and better suited to the demands of a diversified, modern
economy.

Capital Gains Tax Reform: What It Really Means for
Equities Investors

The recent overhaul of Ni g e rCapaaHGains Tax (CGT)
regime has generated significant debate, especially within
the capital market community. However, a closer look at
both the reform and the broader tax system showsthat the
CGT changes are not targeted at equities investors.
Instead, they form part of a wider effort to modernise
Ni g e r taxa ®taucture, strengthen the investment
environment, and bring the country closer to the practices
of major global markets such as the US, UK, China, India
and South Africa.

Under the previous system, investors could face tax
liabilities on isolated transactions even when their overall
portfolio was in a loss position. This created unnecessary
risk, discouraged participation, and often penalised long-
term investment behaviour. The new framework addresses
these distortions by introducing a progressive, harmonised
system where gains and lossesare netted before tax, and
where tax rates reflect ani n v e sinconretdand rather
than aflat 10% charge. This is now the global norm, and its
adoption aligns Nigeria with more sophisticated and
investor-friendly markets.

A key misconception in public discourse has been the
assumption that government intends to raise taxes on
capital market investors. The reform can make market
participation more equitable and cost-efficient. Reliefs
remain in place for reinvestment into Nigerian companies,
ensuring that long-term investors can roll over gains tax-
efficiently . Small businesses and individuals also receive
targeted exemptions, including 0% CGT for small
companies, and relief for individuals with proceeds below
N150 million and gains below N210 million. These
provisions reduce the burden on atypical retail investor
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and protects entrepreneurs who frequently recycle capital.

Crucially, only around 1% of current market participants
will be affected by the removal of the old N100 million
blanket exemptions H a rule originally introduced to curb

short-term speculative trading. The g ov e r n mew t

position encourages more stable, longer holding periods,
which strengthens liquidity quality and reduces the
disruptive volatility caused by high-frequency speculative
trades. At the sametime, the capital market enjoys several
investor-friendly tax incentives: stamp duty exemption on
share transfers, tax-neutral corporate reorganisations,
lower withholding tax on dividends, bonus-share
exemptions, and CIT reduced from 30% to 25%. These
reforms collectively reduce the cost of capital and enhance
valuations.

The updated CGT rules also address long-standing
arbitrage gaps that have allowed both local and foreign
investors to avoid tax on gains genuinely derived from
Ni g e recomdihy. Under the old framework, it was
common for foreign entities to earn substantial profits
from Nigerian operations through offshore structures
while paying little or no tax locally. The introduction of
clearer rules on indirect share disposals, alignment with
BEPS standards, and fair treatment of cross-border
investors ensures that taxation reflects actual value
creation. Over 70 countries now apply similar rules, and
Ni g e mdomidhss animportant credibility step.

W @@aapGaibs dalx is rGacilaulsted T a x
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For equities investors, the broader tax reform package
materially strengthens the investment environment. A
simplified tax structure reduces compliance friction ; the
elimination of minimum tax on capital frees companies
from punitive taxes in loss years; lower corporate tax
boosts earnings and return on equity; and input-VAT
credits improve cash flow and profitability . These
improvements directly enhancethe intrinsic value of listed
companies and support higher market capitalisation over
time. Retail investors also benefit from lower withholding
taxes on investment income, personal tax reliefs, and the
removal or suspension of several levies H all of which
improve disposable income and widen the potential
investor base

From amacro perspective,the g o v e r n nmeemionHsto
reduce the cost of doing business, enhance capital
formation, and support long-term market deepening. The
reforms support mergers and acquisitions, ease business
entry and exit, provide incentives for R&D, and harmonise
overlapping levies that previously created uncertainty . For
households, wage support and lower taxes increase
spending power, which in turn supports corporate
earnings. For government, a broader and more compliant
tax base reduces deficits and reliance on debt, promoting
fiscal stability H a critical determinant of investor
confidence.

Overall, the CGT reform should be seennot as a punitive
measure but as part of a coherent, pro-growth strategy
aimed at improving fairness, reducing distortions, and
positioning the Nigerian capital market as a more
competitive and globally aligned investment destination.
By removing inefficiencies, supporting profitability, and
ensuring a more predictable tax environment, the reforms
strengthen the foundations for sustainable market
expansion. For equity investors H both domestic and
foreign A the long-term effect is a healthier, more efficient
market where value creation, not arbitrage, drives returns.

Expectations for January 2026: Transition Uncertainties,
Market Sensitivities and the Road Ahead

With the full implementation of Ni g e rtax ardfiosms
scheduled for January 2026, the economic and market
environment is entering a delicate transition phasedefined
by policy uncertainty, administrative adjustments, and
cautious anticipation. While the reform package is
structurally positiveH streamlining taxes, reducing costs

for businesses, modernising CGT rules, and closing
leakagedithe pathway toward full clarity has not been
entirely smooth. This became particularly evident in
November, when ambiguity around certain provisions
triggered noticeable volatility in the equities market.

During November, equity investors reacted to gaps in
communication around the CGT reforms and the equity
market. The absence of explicit clarity on treatment of
capital gains, transitional rules for existing portfolios, and
implementation timelines created room for speculation.
This led to profit-taking, softer risk appetite, and
temporary pullbacks across board. Although the market
stabilised in the first week in December asthe government
began offering more reassurance,the episode highlighted
how policy uncertainty remains a sensitivity point for
domestic and foreign investors alike.

Against that backdrop, expectations for January 2026
carry both opportunity and caution. One major uncertainty
relates to administrative readiness. The transition from
FIRSto the newly created Nigeria Revenue Service (NRS)
will require rapid alignment of systems, staffing, digital
platforms, and dispute-resolution channels. Such
institutional  restructuring may initially slow refund
processes, generate interpretational queries, or create
backlogs as both companies and regulators adjust their
internal compliance frameworks. Until those processes
settle, markets may continue to price in an element of
caution.

For businesses and investors, the first month of
implementation could also bring transactional frictions,
particularly around the operationalisation of the new
progressive CGT regime, the harmonised levy structure,
and the revised corporate income tax rate. Investors may
hold off on large disposals,M&A activity, or restructuring
until they are confident about how the new rules interact
with accounting treatments, holding periods, and cross-
border tax obligations. Foreign portfolio investors will
closely monitor whether the enforcement of T t -avixere-
e a r nrelesis efficient and predictable.

However, beyond the initial adjustment period, the upside
potential is significant. The reforms provide substantial
relief to businesseddlower CIT, elimination of minimum
tax, harmonised levies, input VAT credits, and clearer
dispute resolution mechanisms Thesemeasuresshould
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strengthen liquidity, margin resilience, and overall
corporate profitability through 2026. If
downward trend holds and interest rates gradually ease,
stronger post-tax earnings could feed into improved stock
valuations, enhanced deal-making activity, and renewed
investor participation .

Overall, January 2026 is shaping up as a calibration
monthHwhere the economy navigates implementation
frictions while positioning for broader reform-driven gains.
The November experience demonstrated that markets
remain extremely sensitve to gaps in policy
communication. But once clarity deepens, administrative
systemsstabilise, and corporate Nigeria adjuststo the new
framework, the reforms have the potential to unlock a
more competitive, transparent, and investment-friendly
environment for the year ahead.

The Investments and Securities Act 2025: A Modern
Framework for a New Capital-Market Era

The Investments and Securities Act 2025 (ISA 2025),
signed into law in March 2025, represents the most
significant overhaul of Ni g e capitalfrarket rulebook in
nearly two decades By replacing the 2007 Act, the new
legislation delivers a modern, technology-aware and
globally aligned regulatory framework that respondsto the
evolving structure of financial markets, the rise of digital
finance, and the growing interest of states and government
agencies in long-term funding. The Act incorporates
standards consistent with  leading international
jurisdictions H particularly those promoted by International
Organisation of Securities Commissions (IOSCOH while
strengthening market governance,investor protection and
the competitiveness of N i g e caipitlifharket.

A major feature of ISA 2025 is the formal recognition of
virtual and digital assetsas securities. With digital finance
expanding rapidly worldwide, the law now places crypto -
assets, digital tokens and similar instruments within the
regulatory perimeter, bringing clarity to a space that
previously sat between innovation and regulatory
uncertainty . The Act equips the Securities and Exchange
Commission (SEC)with robust supervisory powers over
this emerging asset class, including the authority to
conduct inspections, impose administrative sanctions and
obtain subscriber information from telecommunications
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operators when enforcing securities laws. This change

i nf | a Cr'Eatey qclearer operating environment for digital-asset

firms, broadens investment channels for younger
investors, and lays the foundation for regulated digital-
asset exchangedd mirroring models seen in markets such

as Malaysia. Given projections that Ni g e radryptdt s

revenues could exceed $1.6bn by 2025, the new rules
provide a pathway for integrating this momentum into the
formal capital-market landscape

ISA 2025 also expands the definition of securities to
include T i nv e sd onmetnrt a categoryithat captures
pooled investment schemeswhere investors rely on the
managerial effort of others. This aligns Nigeria with the
long-standing global approach used in markets such asthe
United States. The inclusion creates regulatory certainty

for activities such as crowdfunding, infrastructure -focused
partnerships, and innovative financing structures that have
grown outside the formal market. The updated definition

positions the capital market as a viable channel for long-
term project and infrastructure funding, including public-
private partnerships acrossfederal and state levels. It also
supports the development of specialised exchanges
focused on these instruments, ultimately increasing
transparency, investor protection and capital formation .

W d7 O firstttilveecryfta agsesstandt i me |
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To reinforce market integrity, the Act significantly strengthens the S E C Reégulatory mandate. It introduces a
comprehensive regime for financial market infrastructures Hincluding exchanges, clearing houses, and central
counterparties A supported by tailored insolvency provisions that account for their systemic importance. Public
companies undertaking major restructurings such as spin-offs, conversions, acquisitions or disposals must now obtain
SEC approval, ensuring regulatory oversight in transactions that materially alter their business direction. These
enhancements,combined with wider jurisdiction for the Investments and Securities Tribunal and tougher penalties for
unlawful schemes,are designedto deepen confidence in the market and improve regulatory coordination among the
SEC.CBN, PENCOM and other oversight bodies.

A further innovation is the introduction of non-interest financial instrumentsHsuch as SukukHas eligible debt
instruments for federal, state and local government financing. While Ni g e monankest capital-market segment
remains nascent, the Act opens the door for broader adoption by subnational governments and public agencies,
expanding the funding options available for development projects. With only a handful of state-level Sukukissuancesto
date, this reform is expected to stimulate more activity and accelerate the growth of the domestic non-interest financial
market.

The commodities ecosystem also receives a significant upgrade. ISA 2025 introduces a regulatory framework for
commodities exchanges, licensed warehouses and the issuance of warehouse receipts. These provisions address
longstanding inefficiencies in the largely informal spot market by enabling the development of reliable storage
infrastructure, standardised warehouse practices, and tradable receipts that can serve as collateral in the banking
system. As seen in advanced markets where exchanges eventually evolve into platforms for exchangetraded
commodities and derivatives, the new framework sets the stage for a more structured, transparent and liquid
commodities market in Nigeria.

Issuers eligible to raise capital from the public are also expanding. In addition to public companies and statutory
institutions, the Act now recognises crowdfunding platforms, collective investment schemes,entities operating in free
trade zones and a range of government agenciesas potential issuers. This expansion democratises accessto market-
basedfunding, enabling emerging businessesand specialisedentities to tap into awider pool of investors.

Finally, ISA 2025 introduces a modern categorisation for securities exchanges Exchangesmay now operate either as
composite platforms Hoffering abroad suite of securities, commodities and financial instruments Hor asspecialised,non-
composite exchangesthat focus on a specific niche. This includes mono exchanges,such as agricultural -only commaodity
exchanges or digital-assetonly platforms, as well as alternative trading systems designed for block trades by
institutional investors. Global precedents such as the CME Group and LIFFE demonstrate how specialisation can
increase efficiency, attract targeted investor segments,and deepen market sophistication.

In totality, 1ISA2025 marks a decisive step toward a more dynamic, integrated and globally competitive Nigerian capital
market. By expanding the range of instruments, widening the pool of issuers, embracing digital finance, and
strengthening regulatory oversight, the Act positions the market for stronger participation, more innovation and deeper
capital formation in the years ahead.
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Introduction

In late 2025, N i g e Natianil $ension Commission (PenCom) rolled out a number of reforms aimed at strengthening
the pensioni n d u sstabiliyy frsd investment capacity. Two key changeswere introduced :

Thesereforms come asthe Contributory Pension Scheme(CPS)marks over 20 years of operation, with pension assets
reaching anew milestone of over N25 trillion in assetsunder management

Key Changesin P e n C o RéVised Investment Regulation (2025)

P e n C oRetisedRegulation on Investment of Pension Fund Assets (issuedSeptember 2025) introduced more flexible
and diversified investment options for pension funds, aligning with global best practices. Below are the key new
permissible instruments and rules that PFAs can now utilize, broadening the range of assetsfor better diversification
and hopefully returns:

A Gold-Backed Securities: For the first time, PFAscaninvest in gold-linked instruments. PenComapprovedT g o | d
r e c e i(spfekeepingreceipts backed by physical gold) and gold-backed Exchange Traded Funds (ETFs)as eligible
assetclasses Thesegold-backedinstruments provide a hedgeagainstinflation and currency risk, enhancingportfolio
diversification . Analysts hailed this as a strategic reform that will T e n h gertiole® diversification, improve returns,
and strengthen the resilience of retirement s a v i . Rep@omemphasizedthat any investment in gold-backed assets
must meet strict transparency, risk management, and valuation standards, with defined allocation limits to ensure
cont r i tundsremais $#cure.

A Commodities and Safekeeping Receipts: Beyond gold, the revised rules allow PFAs to tap into other
commodity-based investments through regulated safekeeping receipts. These are SEGapproved, tradable receipts
representing underlying physical commaodities held by licensed custodians. All such commodity instruments must be
traded on SEGregistered exchanges(e.g., the LagosCommodities and Futures Exchange)and fully insured, opening
the door for pension funds to finance sectors like solid minerals and agriculture in a structured manner. This is
expectedto deepenN i g e coammdtlisies markets and stimulate growth in those sectors.

A Securities Lending and Repos: PenComalsointroduced aframework for PFAsto engagein securities lending
and repurchase agreement (repo) transactions for the first time. A separate circular (issued alongside the new
investment regulation) permits PFAsto lend out securities or do repos under strict conditions to earn incremental
income. Thesetransactions must be done with licensed counterparties and within risk limits set by PenCom. allowing
securities lending is expected to improve liquidity in the capital market and enable PFAs to generate additional
returns on their large bond and equity holdings, while maintaining asset safety through collateral and regulatory
oversight.

A Exchange-Traded Derivatives for Hedging: In a bid to strengthen risk management,PFAsmay now utilize exchange
traded derivatives (futures, options, swaps,forward rate agreements)solely for hedging purposes. The revised rules
require that any derivative instrument be approved by the SECand traded on a licensed exchange,or, in the caseof
certain swapsand forward agreements,with CBN-licensed counterparties. For example,currency swapsare allowed
only to hedge foreign currency exposure on investments. This marks a cautious entry into derivatives for PFAs so
they canmitigate interest rate or FXrisks in their portfolios, but speculative use of derivatives remains prohibited . All
derivative positions will be subject to additional PenComguidelines and reporting to ensure they are strictly for risk
management
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A Expanded Multi -Fund  Structure (Fund  ViII
Introduction) : The multi-fund structure governing RSA
(Retirement SavingsAccount) funds hasbeen expanded
from six to sevenfunds. Notably, PenComintroduced a
newT F u ¥ d § & Dollar-Denominated Fund ¢ aimed
at Nigerians in the diaspora and others earning foreign
income. This allows eligible contributors to make
pension contributions in foreign currency, which PFAs
will invest in USD-denominated instruments . Under this
framework, PFAs can invest these foreign currency
funds in assets like Eurobonds, global money market
instruments with Nigerian ties, and supranational
bonds, or even local Naira instruments if fully hedged.
All foreign investments are valued in Naira for reporting
but held in FX to protect against devaluation. The
introduction of Fund VIl is a significant innovation to
attract offshore pension contributions and hedge
currency risk for contributors ¢ effectively
Tinter nnataportioaofNi § e gdhsiorfands.
In addition, PenCom refined existing fund categories
(e.g., splitting the non-interest Fund VI into separate
sub-funds for active and retiree investors) to better
aligninvestment risk withc ont r i prafileso r s #

Overall, the revised investment guidelines give PFAsmore
tools to navigate N i g e eviolarfg sconomic environment.
Broadening allowable assets (into commodities, FX
instruments, etc.) and permitting risk management
techniques (lending, hedging), PenCom aims to elevate
returns for contributors while safeguarding assets As
P e n C o Hegdds of Investment Supervision noted, these
T pr ogr eevaopeats align with our mission to
unlock new investment opportunities that connect long-
term funds to Ni g e realestesc t Markét participants
have welcomed the changes,seeingthem astimely given
high inflation and market volatility .

New Minimum Capital Requirements for PFAs and
PFCs

In addition to investment reforms, PenCom announced a
major recapitalisation mandate for all pension operators in
September 2025. This is the most sweeping increase in
capital standards since the 2011§2012 reforms, and it is
designed to ensure PFAS/PFCs have sufficient capital
buffers commensurate with their rapidly growing pension
assetsand risk management needs. The key points of the
revised capital requirements are asfollows:

1.

PFA Capital Base Raised from N5 billion to N20
billion: Each Pension Fund Administrator must
increaseits s h a r e h duhdd(enimpafted by losses)
to at least N20 billion, up from the previous N5 billion
minimum. This fourfold increase applies to all PFAs
and is aimed at boosting their financial stability and
capacity to invest in technology, talent, and risk
management PenCom has set December 31, 2026, as
the deadline for existing PFAs to meet this
requirement, giving a transition period of about 15
months. Any new PFA entering the market must now
have N20 billion paid-up capital to be licensed.

Additional Capital for Large PFAs (AUM-Based) In a
novel approach, PenCom linked part of the capital
requirement to the size of Assets Under Management.
PFAs with AUM exceeding N500 billion must hold
additional capital equal to 1% of the AUM amount
above N500 billion. In other words, N20 billion is the
base for all, but the largest PFAs need more. For
example, a PFA managing N600 billion would require
an extra N1 billion (1% of the N100 billion above the
threshold), for a total of N21 billion capital. This
proportional buffer means capital keeps pace with
fund size, ensuring big PFAs, which have greater
operational risk exposure,arel a d e q uequipget ty
absorb r i s &sgheir fiduciary responsibilities grow.
According to PenCom, this model aligns with global
best practice of tying capital to risk metrics like AUM.
Special PFAs that manage closed, single-sponsor
schemes have their own benchmarks: NPF Pensions
(Police PFA) must raise capital to N30 billion, given its
unigue mandate, and the Nigerian Universities Pension
Management Company (NUPEMCO) must have a
N20 billion capital base.
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3. PFCCapital Base Raised from N2 billion to N25 financial stability, operational resilience, improve service
billion: Pension Fund Custodians, the licensed delivery andensurelong-term v i a b ioflPFAsand PFCs
institutions that hold pension assetsin custody, facean |t also brings Nigerian pension operators closer to
even steeper hike. Theminimums h a r e h duhddce r CaPHalization levels seenin other key financial sectors. For
PFCs jumps more than tenfold to N25 billion (from context, Nigerian banks have also been mandated in 2025
N2 billion). Moreover, similar to PFAs, PECsmust add to raise their capital (Tier 1 international banks to N500
0.1% of Assets Under Custody (AUC) to that base billion, national banks to N200 billion) by March. In that
Since PFCs collectively hold in custody the entire light, @aN20g30 billion capital for afirm managinghundreds
i n du sN25 tylligrsr assets,this additional 0.1%can Of billions in pension assets is seen as reasonable for
be substantial for the largest custodians. For instance, robustness.

a PFC holding N5 trillion AUC would need an extra
N5 billion on top of N25 billion, totaling N30 billion

capital. Any new PFC entrant also must meet a capital Raising and Potential Consolidation: The
minimum  N25 billion plus the AUC-linked addon jmmediate impact of the new capital requirement is that
upfront. | t rigteworthy that PFC capital requirement yirtyally all PFAsmust raise additional equity over the next
had not been reviewed since the CPSbeganin 2004 a 15 months. Out of N i g e 18 PEASonly three had capital
period in which industry AUC grew exponentially so \ye|l above N20 billion prior to this policy announcement
this update was long overdue to I ma tthe lscaleand (stanbicIBTC Pension,AccessARM Pensionsand Leadway
sophistication oft o d ggnsicne c 0 sy st e M pensyre). Industry data analysis indicates that PFAs
collectively need about N276.8 billion in new capital to
meet the requirements by the 2026 deadline. The burden is
heaviest on the largest pension managersdue to the AUM-
linked component:

Impact on PFAsand Industry Implications

4. Compliance Timeline and Ongoing Monitoring :
Both PFAs and PFCs have until December 2026 to
comply with the new capital requirements. PenCom
deliberately set a long runway (over 15 months from
announcement) to allow operators to raise funds
incrementally or merge if needed. Post-2026, PenCom

will conduct biennial capital adequacyreviews for each Current Required .
operator based on audited financials. If any shortfall AUM (N Shareholder  Total Capital
arises (for example,due to AUM growth pushinga PFA Trilion) s #H F olr Capital (N SeHiEl (Y
into needing additional capital), the firm must rectify Billion) Billion) e
the gap within 90 days by injecting new funds. This Stanbic

dynamic monitoring ensures that capital remains IBTC

continuously aligned with business size and risk.  pension 59 45.4 73.9 28.5

P e n Coamddlar alsoemphasisedthat this exerciseis  \anagers
not just a tick-box for compliance, but about

. . - . - Access)
reinforcing the credibility aqd long-term sgstalnabmty ARM 35 228 50.0 27§28
of the pension system. With larger capital buffers, 5. <ions
PFAs/PFCsshould be better able to invest in improved Leadwa
services and technology (e.g., cybersecurity) and Pensur;’ 1.8 Not stated 33.1 255
withstand macroeconomic shocks (such as high R Much |
inflation or market volatility) . _ 1.1 Heh TOWer 30,0 22.6
Pensions base

Rationale: The Commission cited several reasons for the  Premium
recapitalisation changes Since the last PFA capital Pensions
requirement raise in 2021, pension assets have grown  Trustfund
geometrically, and the operating environment has become  Pensions
more complex. With the CPSnow over two decadesold and ECMB

over 10 million contributors enrolled, PenCom wants  Pensions
operators to have the financial muscle to support larger

portfolios and new initiatives . Higher capital wil T enhanc e

1.2 Not stated Not stated 18 .7

1.23 Not stated Not stated 4.9

0.5 Not stated Not stated 12.0
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A Reguiredicapital is basedon:

N20 billien minimum + 1% of AUM above

N500 billion

A These figures highlight the scale of
recapitalisation likely to occur across
Nizegoe pensior ;dustry from late 2025
into 2026.

A To meet these requirements, PFAs are
expected to employ a mix of strategies
retained earnings (profits over the next 15
monthswill add to capital), injection of funds
by existing sharelholders private placements,
and mergers& acquisitions

To meet these requirements, PFAsare expected to employ
a mix of strategies: retained earnings (profits over the next
15 months will add to capital), injection of funds by existing
shareholders, rights issues or private placements to new
investors, and mergers & acquisitions. We predict awave of
consolidation similar to what happenedin banking in 2004 .
Smaller PFAsthat struggle to raise N20+ billion may decide
to merge with or be acquired by larger, financially stronger
competitors. We are already seeing early signs of this, in
October 2025, Verod Capital (a private equity firm)
announced the sale of its majority stake in TangerineAPT
Pensionsto another investor, explicitly noting Pe n Co
new recapitalisation mandate as a catalyst for this
T st r arteesgtircu c TangerineABTis a mid-sized PFA
(N445 billion AUM)that now must attain N20 billion capital,
and the changein ownership to APT Securities is aimed at
meeting that goal. More such deals are anticipated as the
2026 deadline approaches.

On the flip side,well-established PFAsthat are subsidiaries
of major financial groups may be better positioned to meet
the requirement . For instance, StanbicIBTCPensionds part
of Stanbic IBTC Holdings (a banking and financial services
group) which will likely shore up its pensiona r ncHpital, as
required. In general, PFAsbacked by banks or insurers may
leverage group resourcesor attract new strategic investors
more readily than standalone PFAs We should however
bear in mind that even PFAsthat are part of larger financial
groups in banking and insurance will be looking for capital
when their group entities are either still raising their own
capital or have just raised to meet their own respective

regulatory requirements.

Pressure on Bank and
Companies

Insurance Holding

Many PFAsand PFCsin Nigeria are owned by bank holding
companies or insurance groups. These groups are
concurrently  navigating their own recapitalisation
exercisesin the financial sector, creating a potential capital
challenge. Access Holdings for instance, has already
completed its recapitalization, successfully meeting the
Central Bank of Ni g e mMb0@ bilson capital requirement
for international banks. Meanwhile, its affiliated PFA,
AccessARMPensionsis estimated to require an additional
N20¢30 billion to comply with P e n C o mewscapital
guidelines. FCMB Group, on the other hand, is currently
undertaking the recapitalisation of its banking subsidiary
through a N160 billion public share offer launched on
October 15, 2025. This move is aimed at retaining its
international banking license under the C B N Htevised
capital framework . Concurrently, FCMBPensionsholstered
by its acquisition of AIICO Pensions and now managing
N580 billion in assetsfaces a projected capital shortfall of
about N12 billion under the new PenComregulations.

For insurance conglomerates the narrative is similar.
Insurance companies have been undergoing NAICOMled
recapitalisation. Leadway Assurance one of the largest
rmsusers, owns Leadway PensurePFA meaning the group
likely must fund the i n s u inergad? §o N20 billion for a

composite insurer) and simultaneously boost the PF AH s

capital to an estimated N33 billion total. While a strong
parent can inject capital into the PFA,the trade-off is that
parent firms must allocate funds across multiple regulated
entities which can be exacerbated when different
recapitalisation requirements occur around the sametime.
Some groups might consider restructuring their holdings
due to this strain, a conglomerate might divest a non-core
PFAoor bring in an external investor to sharethe burden (as
seenwith AXA Mansardsellingits PFAbusinessin 2020, or
V e r oeditArs2025).
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2026 Outlook and Expectations

Looking ahead to 2026, the Nigerian pension sector is
entering a transformative phase The top priority will be
recapitalisation: by the end of 2026, every PFA and PFC
must have the required capital on their balance sheet. We
anticipate a busy period of capital raising with many PFAs
approaching the capital markets or parent companies for
funding. At least afew mergers or acquisitions are likely, as
weaker players combine to meet the N20 billion threshold.
By Q4 2026, the total number of PFAscould shrink (just as
the banks did in past recapitalisations), leaving a smaller
roster of better capitalized administrators. This
consolidation can be positive for the i n d u s dtabilitytt
though it needs to be managed to avoid any service
disruptions for contributors during transitions.

Concurrently, investment dynamicsin 2026 will be shaped
by the new rules. PFAswill gradually deploy some of their
new contributions and shift some of their existing
portfolios into the newly allowed assetclasses We expect
to see,for example, the first allocations by PFAsto gold-
backed ETFsor commodities funds in 2026, albeit starting
small (given regulatory limits and the need to gain
familiarity) . The Fund VII (foreign currency fund) might also
debut in 2026 as PFAs,together with PenCom, rolling out
operational guidelines for Nigerians abroad to open RSAs
that accept dollar contributions . This could tap into the

forwards to protect their portfolios againstadverse moves.
The S E Cdhgoing work to develop a derivatives market
framework will complement this, and by late 2026, we
might see PFAs as participants in Ni g e rnaszdts
derivatives exchanges

From a regulatory perspective, 2026 will be about
implementation and oversight. PenComwill be monitoring
the quarterly progress of each P F Ardcapitalisation plan.
We can expect more frequent disclosures or updates from
PFAs on their capital raising efforts (some have already
beguninforming shareholders of needed injections). If any

PFA looks unlikely to meet the deadline, PenCom may

nudge it towards a merger with a stronger peer. The
Commission will also be fine-tuning the new investment
rules as it receives feedback ¢ possibly issuing
clarifications or adjusting limits. By the end of 2026,
P e n C o bieArsal review of capital adequacy will kick in,
meaning operators must not only hit the target once, but
sustain it going forward. This heralds a new regime of
continuous capital adequacy monitoring, similar to what
CBN does with banks, entrenching a culture of financial
soundnessin the pensionindustry .

Implications for contributors in 2026

For the 9+ million RSA holders, these changes should

Nigerian diaspora community, bringing new inflows. |5rgely be positive and somewhat seamless PFAs will
Although the initial scalemay be modest, over time, it sets gntinue their core operations of managing funds and
the stage for global diversification of Ni g e rpénaimhspaying benefits, but under the hood, they should be
assets By 2026, one or two PFAsmight launch pilot dollar- - stronger and have more investment avenues available to
denominated funds for qualifying clients, investing in them.P e n C orecHpitalisation and investment reform is
Eurobonds and other permitted USD assetsg a landmark part of what it calls T P e n sRewlation 2.07 which
development for thei n d u sgtobaljzétisn. includes other initiatives like governanceand transparency

In the broader financial market, pension funds in 2026 will improvements.

remain influential players. The allowance of securities
lending could improve market liquidity . PFAs hold large
volumes of government bonds and blue-chip stocks, and by
lending some out (for short periods secured by collateral),
they can both support trading activity and earn additional
income. We anticipate PenCom will issue detailed
guidelines in early 2026 on how PFAs should conduct
securities lending and repos (e.g., limits on percentage of
portfolio that can be lent, acceptable collateral, etc.). Once
operational, this could deepenthe fixed-income and equity
markets. Similarly, with derivatives now permitted for
hedging, PFAsmay engagein interest rate futures or FX
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Ni g e Politeeditlsandscapeand 2026 Outlook

Nigeria is gearing up for a significant general election due durability of FPI inflows will depend on sustained FX
in 2027 and pre-election activities will ramp up in 2026. flexibility, predictable fiscal consolidation, and coherent
Since the 2023 elections that brought President Bola monetary policy. Any shift toward populist reversals such
Tinubu to power, Ni g e rpolitc& dandscape has been as reintroducing subsidies or reimposing capital controls
marked by significant shifts such political Cross parties of would risk reversing these gains and triggering renewed
politicians and policies. T i n u bvicterg was legally portfolio outflows.

affrmed in October 2023 when the Supreme Court o ) )

dismissed opposition challenges and upheld his election, K€Y Political Timelines

giving the 71-year-old president a mandate. With the
legitimacy question settled, both the ruling party and the
opposition turned their eyes toward the next electoral
contest. The current administration has embarked on
economic reforms that are reshaping the economic
backdrop for the coming campaign,while opposition forces
are regrouping in hopes of mounting a stronger challenge.
In parallel, institutions like the National Assembly and the
Independent National Electoral Commission (INEC) are
considering changes to improve the electoral process
ahead of 2027. Overall, 2026 is poised to be a year of
intense political activity a period in which policy choices
and power plays will significantly influence Ni ger i
democratic trajectory and economicdirection.

A April 2026¢Jan 2027: Nationwide voter registration
window.

A JulygSept 2026: Political party congresses and

primaries (candidate selection).

Oct 1931,2026: Parties submit candidate lists to INEC.

Nov 15, 2026: Final candidate lists published;

campaignsbegin soon after.

Late 2026: Presidential and legislative campaigns

(starting mid-Nov) and state campaigns (starting mid-

Dec).

A FebgMar 2027: Scheduled election dates (subject to

gh%nsgeif new Act passes)

S 8

Businessand Capital Market Implications

Election cycles in Nigeria have consistently introduced
elevated risk aversion within capital markets, with the
202232023 period exemplifying this trend. Pre-election
uncertainty during that time dampenedmomentum in both
equity and debt segments Initial Public Offerings (IPOs)
stalled, investor sentiment weakened, and valuation
multiples compressed As the 2027 election approaches,a
comparable risk posture is likely to re-emerge driven by
intensified  campaign  spending, reduced policy
transparency, and heightened political volatility .

Nevertheless, 2026 may represent a tactical inflection
point for market participants. Should macroeconomic
stability persist, it could become Ni g e rfiistayda of
sustained real GDP per capita growth since 2014 a
development with both symbolic and structural
significance.

Foreign Portfolio Investors (FPIs), who have made a
significant return primarily in the fixed income market
since foreign exchangerate liberalisation process started
in 2023, will continue to anchor decisions around policy
continuity, macro stability and monetary credibility . The
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Upstream Industry

The Oil and Gasindustry remained a key contributor to the
Nigerian economy in 2025. Crude petroleum and natural
gas accounted for about 0.81% of nominal GDP in 9M
2025, although sectoral output declined by 20.13%%y/y to
N6.49trn, driven by lower crude oil prices. Crude exports
also saw a sharper contraction of 11.30% to N24.92trn,
reflecting lower crude oil prices and potentially the early
effects of the emerging local refinery capacity, which may
have diverted some crude from the export market.

Crude oil output (excluding condensates)trended lower by
8.94% year-to-date (YTD) from 1.54 mbpd in January to
1.40 mbpd in October 2025. Although mild month-on-
month upticks were recorded in April (+6.06%), June
(+3.62%), and July (+0.13%), October (+0.82%), these
intermittent gains were insufficient to restore production
to the levels seen at the start of the year, leaving output
well below both the 2.06 mbpd budget benchmark (2025)
andNi g e 4.5 mbpdsOPECquota.

Looking ahead, we expect oil production to stabilize
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The proposed amendments to the Petroleum Industry Act
(PIA) stood out as one of the y e a mébsconsequential
developments in the upstream industry . The key thrust of
the proposalis curbingT st at lud ak aagdénsgpiioving
direct oil inflows into the Federation Account. The
proposal also includes vesting some ownership with the
Ministry of Finance Incorporated (MOFI) and redefining
the roles of the Nigerian Upstream Petroleum Regulatory
Commission(NUPRC)

This structural reallocation, while well-intentioned, raises
governance concerns. This includes concentrating
regulatory and commercial powers in NUPRC, blurring
accountability lines, and heightening potential conflicts of
interest. Although transferring some ownership to the
MOFI suggests that the Ministry of Petroleum
Incorporated (MOPI) is too close to NNPCL to provide
independent oversight.

Specifically, the proposal also reduces the Frontier
Exploration Fund allocation from 30%to 5%, a move that

between 1.7-1.8 mbpd in 2026, lower than the N U P R C epgld constrain frontier basin development unless offset

2.5 mbpd and the N N P CFDsmbpd medium-term targets
(2027). Our projections factor in incremental volumes from
Seplat, which targets a ramp-up to 200,000 bpd (135,000
bpd in H1 2025), over five years (2026 ¢ 2030).
Renaissance Energy, on the other hand, aims to reach
300,000 bpd by early 2026 (which is currently around
230,000 bpd asof August 2025).

Chart 2. 1:
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by private participation.  Although the NNPCL track
record in increasing reserves is poor compared to the
commercial discoveries made by the private sector.
Conversely, 25% of profit oil would be redirected as
revenue inflows into the Federation Account.

Grb P& (arterly Tred #Performance (%)

\
\
\\ / \
/ \
\ / \
\ / \ ,’ N
\ / N I N _ -

Q4 2024

120%
100%
80%
60%

40%

N

0%
0%
-20%
-40%

-60%

Q1 2025 Q2 2025 Q32025

== e= Quarterly Trend Performance

Source: National Bureau of Statistics (NBS),Coronation Research

49



CORONATION

Oil & GasSector

On the fiscal side,N N P C Kfatfuege to remit dividends to the
Federation Account again drew scrutiny, compounded by
unresolved discrepanciesin oil revenue transfers. Forward
crude oil salesfurther limit crude availability for exports as
well as near-term domestic supply and complicate
compliance by oil companies with the Domestic Crude
Obligation (DCO)to local refiners.

Midstream Industry

Ni g e refinn§t Bndscape,long constrained by critically
inadequate operational capacity, underwent a structural

December 2025

Notably, in H1 2025,the ¢ 0 u n tfuelyniparts were down
nearly half to N4.14trn (from the NB8.18trn in the
corresponding period in 2024). Conversely, Dangote
continues to import crude oil from the US, despite Nigeria
being a net crude oil exporter. Between January and June
2025, the Dangote Refinery imported about 60 million
barrels of crude oil from the United States and other
countries. In contrast, Nigeria exported N2.44trn worth of
crude to Indiain H1 2025 (which led the export table out of
the total value of N11.57trn).1 n d reauffjence asa buyer
of Nigerian crude is probably linked to renewed pressure

transformation in 2025. According to S&P G| o b repof sfrom US President Donald Trump they stop purchases of

titled
ref i nhNirgyd rrefiing sector now has an installed
capacity of approximately 1 million bpd, largely dominated

T Dan g opdage: Journey of Af r i daméds Russiancrude.

Looking ahead, there remains a strategic imperative to

by the Dangote Refinery (617,000 bpd), the ¢ o u n tonly ’Q\éest in domestic refining capacity to ensure long-term

fully operational large-scale facility. N N P C Fefineries,
with a combined design capacity of 424,000 bpd, remain
largely offline despite billions of US dollars expended and
years of rehabilitation efforts

Chart 2. 2: NNPCHs of fline

Port Harcourt Il Refinery (143,000 b/d): Offline since
2020, with no near-term restart expected.

Warri Refinery (119,000 b/d): Briefly restarted in late
2024, but currently inactive.

Kaduna Refinery (105,000 b/d): Offline since 2020 but
restarting in the short term alsoseemsunlikely .

Port Harcourt | Refinery (67,000 b/d): Restarted in late
2024, but currently not operational.

Source: S&P Global, Coronation Research

Collectively, these facilities illustrate the persistent
underutilization of the state-owned refining assets, in
sharp contrast to the Dangote Refinery, which has
effectively repositioned Nigeria from a fuel-importing
economy to a regional net exporter within its first
operational year. According to the National Bureau of
Statistics (NBS),this shift hasled to a near 50%reduction in
petrol (motor spirit) import bills, down to N4.14trn in H1
2025 from N8.18trn in the sameperiod in 2024. The value
of exported petroleum and refined products notably
increased by 32.16% y/y to N12.21trn in H1 2025 from
N9.24trn in H1 2024.

energy security and regional competitiveness. In OP E CH s

World Oil Outlook 2050, there is a US$100bn refining
investment gap in Africa over the next 25 years, with
$40bn needed by 2030 for new refineries and an additional

US$60bn for upgradesto existing onesbeyond 2030.
refineries
The Dangote Group is positioning its US$20bn facility to

capture this opportunity, planningto expand capacity from
650,000 bpd to 700,000 bpd by the end of 2026, with
longer-term ambitions to double to 1.4 million bpd before
2030, surpassingthe capacity of the w o r |latgest single
train refinery in India. Meanwhile, the NNPC maintains
public optimism, aiming to attract $309$60 billion in new
investments by 2030 and raise its equity stake in Dangote
Refinery to 20% (from 7.2% currently), aligning with
D a n g oplaenidsexpansionand partial listing in 2026.

Separately,the Federal Government of Nigeria approved a
15% import duty on petrol and diesel, although now
postponed to Q1 2026, as part of the initiatives to support
the industry and protect local refining businesses These
projects include BUA Refinery with 200,00 bpd and several
modular refineries (including OPAC, Duport, Aradel
Holdings, Edo, Waltersmith, Azikel, Ogbele, and Abia
refineries) with a combined capacity of about 150,000 bpd.
The tariff initiative, while having good intentions, may
result in cost passthrough to final consumers,which would
likely lead to price increases and inflationary pressure if
those imports are required because domestic refining
cannot meet domestic demand.
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Oil & GaslIndustry Externalities

Ni g e roil antfgas industry continued to benefit from
major structural reforms, including full petrol-price
deregulation, the progressive operational ramp-up of the
Dangote Refinery, renewed rehabilitation efforts across
state-owned refineries, and an intensified national push
toward gas commercialization. These measures were
reinforced by improved security and uptime across
strategic pipeline corridors, which enhanced production
reliability and reduced crude losses At the sametime, a
more competitive regulatory environment encouraged new
investments in refining capacity, distribution networks, and
gasprocessing infrastructure . Together, these shifts
strengthened sector fundamentals and created a more
compelling environment for long-term private capital
inflows.

Despite these gains, 2025 presented a more complex
operating landscape globally. Crude prices moderated
significantly, with Brent peaking at just $81.29/barrel
(versus $91.17/barrel in 2024) and averaging
$68.65/barrel (versus $79.85/barrel in 2024) for much of
the year. The softer pricing environment reflected a
combination of weaker global demand and expanding
supply, especially from non-OPEC producers. Chi n
slower-than-expected demand recoveryHdespite its role
as one of the wor | thigest crude consumers at
approximately 16 million bpdHfurther dampened upward
price pressure.

On the supply side, phased OPEC+output increasesadded
additional barrels into an already cautious market. The
International Energy Agency projected that the global oil
market could move into a surplus of up to 4.1 million bpd by
2026 Han imbalance that, if realised, could exceed storage
capacity and intensify downward price pressure. However,
some industry analysts contest the magnitude of this
projected surplus, arguing that the imbalanceis cyclical and
likely to unwind by the end of Q2 2026. Consequently,
sentiment for 2026 remains guarded, with geopolitical
developments expected to have significant influence over
market trajectories asthe year unfolds.

For Nigeria, the interplay between price and production
shapedsector performance more visibly than in prior years.
Bonny Light, Ni g e rbenahimhark crude, maintained its
historical link to Brent, typically trading at a premium of
$19%$2/bbl. Accordingly, Brent price direction remained the
principal determinant of earnings expectations and
valuation multiples for NGX-listed companies Investors
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remained cautious for much of the year, with the NGX Oil &
Gaslndex recording year-to-date returns between §9.34%
and ¢9.86% through the first three quarters as capital
markets priced in weaker margins and softer revenue
expectations. However, operational adjustmentsHranging
from production optimisation to cost-control initiatives A
helped listed companies manage earnings volatility . By
December 2025, the index had narrowed its YTD decline to
1.03%, reflecting improved investor sentiment and better
clarity around production increases Gascommercialisation
also advanced steadily, supported by infrastructure
development, improved flare-out compliance, and rising
industrial demand. Together, these shifts offered partial
insulation from global price softness by broadening the
s e ¢ t revenkdesmix beyond crude exports alone.

TTHem@w National Tax Act (NTA) introduces
profound changesto tax obligations across
the oil and gas value chain. A minimum
effective tax rate of 15% now appliesto all
companies...This changerequires companies
to reassesdhe net benefit of long-standing
incentives relative to their total tax burden.
Midstream gas operators must now file
estimated income tax returns and make
monthly tax payments, aligning their
obligationswitt upstreamoperatorst

Looking ahead,fiscal and regulatory developments will play
an increasingly central role in shaping performance. The
new National Tax Act (NTA) introduces profound changes
to tax obligations across the oil and gas value chain. A
minimum effective tax rate of 15% now applies to all
companiesHincluding upstream operators previously
benefiting from tax credits associatedwith greenfield non-
associatedgasprojects like S e p | ANOHH Gasproject and
entities enjoying Economic Development Tax Credits. This
change requires companiesto reassessthe net benefit of
long-standing incentives relative to their total tax burden.
Midstream gasoperators must now file estimated income
tax returns and make monthly tax payments, aligning their
obligations with upstream operators.
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T'F & apstream operators, the removal of the 1% tax residue on qualifying
capital expenditure and the reinstatement of full capital cost deductibility
improvesthe attnactivenessof long-term invesimenty...At the multinational
level, parent companiesmay also face Nigerian taxation if their offshore
effective tax rate falls below 15% or if profits that could be distributed are
retained. T

For upstream operators, the removal of the 1% tax residue on qualifying capital expenditure and the reinstatement of
full capital cost deductibility improves the attractiveness of long-term investments. However, concerns remain around
the extended scope of the Hydrocarbon Tax, especially for Production Sharing Contracts (PSCs)that have converted
under the PIA fiscal regime. The exclusion of deep offshore assets from the earlier exemption creates uncertainty,
particularly for investors who madelong-term commitments basedon the previous fiscal structure . Likewise, changesto
capital allowance rules for converted PSCscould affect project economics and are expected to trigger extensive
industry dgovernment engagement At the multinational level, parent companiesmay also face Nigerian taxation if their
offshore effective tax rate falls below 15% or if profits that could be distributed are retained. These provisions may
reshape global tax planning and repatriation strategies for Nigerian energy multinationals .

Overall, 2025 was characterised by a softer global pricing environment but meaningful operational gains across the
upstream and midstream segments,supported by recent acquisitions,improved evacuation performance, and expanding
gas infrastructure . As Nigeria prepares for a potentially transformative 2026Hmarked by the prospective market
debuts of Dangote Refinery and NNPCLHthe continued execution of downstream deregulation, accelerated investment
in gas processing and transportation, and deliberate efforts to stabilise crude production have created a more
constructive platform for sector growth.

The outlook for 2026 will hingeon Ni g e mhility toscounter external price pressuresthrough deeper domestic value
addition, enhanced operating efficiency, and strengthened regulatory alignment under the evolving NTA framework .
Successfulscaling of gas monetisation, coupled with the integration of major new refining capacity into the domestic
energy matrix, could significantly broadenthe s e c¢ t earnififjsbase. If these catalysts progressasintended,Ni g e oili a Hs
and gas market stands to enter 2026 with a more resilient, diversified, and investment-attractive profile, despite
continued global volatility .
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Seplat Energy Plc: Operational Progress, Strategic
Execution, and Medium -Term Outlook

Seplat Energy Plc sustained its position as one of the most
strategically active operators in 2025, delivering
meaningful operational progress while laying out a clear
medium-term expansion pathway following the landmark
acquisition of Mobil Producing Nigeria Unlimited (now
Seplat Energy Producing Nigeria Unlimited g SEPNU) The
acquisition, finally completed in December 2024,
fundamentally redefined the c o mp a rsgald, sreserve
base, and offshore footprint, making it the largest
indigenous energy producer listed onthe NGX.

S e p | Septehber 2025 Capital Markets Day set out a
refreshed 2026 2030 strategy focused on scaleexpansion,
stronger cash generation, disciplined reinvestment, and
enhanced shareholder distributions . The company targets
working -interest production of ¢.200 kboepd by 2030
(about 50 percent above its 6M 2025 base),supported by
USD 2.5¢3.0 billion in capital spending and 1209150 new
wells, alongside up to three new gas developments. Over
the period, Seplat projects USD 5¢6 bn in cumulative
operating cashflowH2.5¢3.0 times the 202032024 levelA
while reducing unit operating cost to USD 10/boe and
keeping net leverage within 0.5xd1.5%, assuming Brent
prices stay above USD50/bbl.

Additionally, a new Competent P e r s Bepsttsconfirmed
substantial reserve upgrades,including a 40 percent rise in
offshore 2P reserves and a 378 percent increase in 2C
resources. Group-wide, 2P reserves grew 18 percent and
2C resources rose 282 percent, expanding total 2P+2C
volumesto over 2.3 billion boe. Theseupgrades strengthen
visibility on long-term production and cash flow and
support the strategic rationale for the MPNU transaction.

On the 2nd December, Seplatannounceda major milestone
with the completion of the Inlet Gas Exchanger (IGE)
Replacement Project on the East Area Project (EAP)
platform in OML 67. The new IGE module, a critical
component of the Natural Gas Liquids (NGL) extraction
process, represented the ¢ o mp a mpyn&iml offshore
capital project for 2025 and was delivered on scheduleand
within budget. Following the restart of the EAP complex,
facility performance aligned with technical expectations
and drove a significant enhancement in output. Late
November gross NGL production increased to
approximately 6,850bopd (about 3,500bopd net to Seplat),
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more than double the average of 3,360 bopd (1,720 bopd
net) recorded in the nine months to 30 September 2025.
The company anticipates that production could rise toward
11,000 bopd (5,700 bopd net) in the coming months asthe
facility ramps up to optimal efficiency. The upgrade
involved load-out, lifting, installation, tie-in, commissioning,
and start-up activities executed over a six-week period,
with more than 2.2 million man-hours completed without
incidentHa testament to Se p | aafelysculture and
operational discipline.

During the year, Seplat maintained consistent shareholder
distributions in line with its commitment to a stable and
predictable dividend profile. Total declared dividends
amounted to 15.30 cents, driven by quarterly payouts of
3.60 centsin Q4 2024 (paidin early 2025),4.60 centsin Q1
2025, 4.60 cents in Q2 2025, and 2.50 cents in Q3 2025,
which collectively translated to cash outflows of N57.95,
N72.91,N70.71,and N36.08 respectively. Although the Q3
dividend moderated to reflect a softer earnings
environment, the cumulative payout reflects Se p |
discipline in sustaining returns even amid weaker oil prices
and operational headwinds. This performance also provides
a credible base for the newly introduced 2026¢2030
dividend framework, which targets distributing 40§50
percent of free cashflow and sets a minimum annual base
dividend of $120 million, subject to Brent averaging above
$50/bbl.

Overall, Seplat enters 2026 with a stronger operational
platform, enhanced reserves, a significantly expanded
offshore operating base, and a clearly defined capital and
returns framework . The completion of the IGEreplacement
project supports immediate production uplift, while the
five-year plan signals disciplined growth, increased gas
monetisation, and sustained shareholder value creation.

at

53



CORONATION

UNTRY REPORT| SECTOR UPDATE

Oil & GasSector

Aradel Holdings Plc g 2025 Performance Review
Aradel delivered a resilient performance in 2025 despite
weaker oil prices and elevated cost pressures, supported
by increased production, improved evacuation
infrastructure, and strategic investments that deepen its
long-term growth outlook. Higher associate contributions
and continued expansion of its asset base strengthened
confidence in the ¢ o mp a nmeadism-term value
trajectory .

In Q1 2025, Aradel commenced the year strongly with
revenue up 69.6% year-on-year. Improved uptime on the
TNP, lower crude losses, Alternative Crude Evacuation
(ACE) utilisation , and additional wells boosted crude sales
to 1.20 million barrels. Although gas pipeline disruptions
reduced refined product and gas income, operations
normalised before quarter-end. Cost pressures intensified
due to higher royalties, handling charges, and the
introduction of a cashsettled share-based incentive
scheme Operating profit rose 54% year-on-year though
margins narrowed. Finance costs increased following
SPDGCrelated borrowings, but profit before tax still grew
46.2%. Completion of the SPDC acquisition through the
Renaissanceconsortium and Ar a d endredsed stake to
33.3% marked a major strategic milestone.

Aradel delivered a resilient performance in 2025 despite
weaker oil prices and elevated cost pressures, supported
by increased production, improved evacuation
infrastructure, and strategic investments that deepen its
long-term growth outlook. Higher associate contributions
and continued expansion of its asset base strengthened
confidence in the ¢ o mp a nmeadigm-term value
trajectory .

In Q1 2025, Aradel commenced the year strongly with
revenue up 69.6% year-on-year. Improved uptime on the
TNP, lower crude losses, Alternative Crude Evacuation
(ACE) utilisation , and additional wells boosted crude sales
to 1.20 million barrels. Although gas pipeline disruptions
reduced refined product and gas income, operations
normalised before quarter-end. Cost pressures intensified
due to higher royalties, handling charges, and the
introduction of a cashsettled share-based incentive
scheme Operating profit rose 54% year-on-year though
margins narrowed. Finance costs increased following
SPDGrelated borrowings, but profit before tax still grew
46.2%.

Completion of the SPDC acquisition through the
Renaissanceconsortium and Ar a d sndredsed stake to
33.3% marked a major strategic milestone.

At the end of June,revenue rose 15.2%year-on-year to
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USD 237.5 million, supported by higher crude production
(+19.7 percent) and refined output (+35.3 percent),
offsetting the decline in realised crude prices from USD
86.41/bbl in H1 2024 to USD 67.61/bbl. Enhanceduse of
TNP and ACEremained central to performance.

Profitability =~ was pressured by higher royalties,
depreciation from new assets, and increased
administrative costs tied to incentives and staffing.
Nonetheless, substantial growth in associate incomeH
especially from ND Western and Renaissancéddrove
profit before tax up 16.9 percent to USD 123.45 million
and lifted profit after tax 50.8 percent. Total assets
expanded 9.3 percent following new investments, including
a6.01 percent stake acquired in Chappal Energies.

At the end of Q3 2025, Aradel maintained strong
momentum into Q3, with nine-month revenue up 27.5%
year-on-year to USD 345mn. Output improved across
crude, refined products, and gas,supported by better well
performance and completion of the gas system revamp,
which delivered record production of about 73mmscf/d.
Refinery reliability improved, while the Ever Depot
acquisition eased storage constraints and reduced
deferments. A planned refinery turnaround commencedin
September.

Despite revenue growth, Q3 gross profit declined
marginally due to higher production costs and statutory
charges Administrative expenses and finance costs
remained elevated. However, associate income surged
448% year-on-year, driving profit before tax up 34.4%to
USD 195.3mn and profit after tax up 79.3% to USD
159.2mn. Total assetsrose 22.6%year-on-year.

On the ND Western Transaction, Aradel progressed long-
term strategy by signing an agreement to acquire an
additional 40% stake in ND Western, increasing total
ownership well above its current 41.67%. ND We st e
interest in OML 34 and its 50% stake in RenaissanceAfrica

rntg

Energy Holding Company significantly expandingAr ad el

exposure to high-value upstream assetsand reinforcing its
leading role within the RenaissanceJV, now owner of the
SPDC onshore portfolio. Completion awaits Nigerian
Upstream Petroleum Regulatory Commission (NUPRC),
Federal Competition and Consumer Protection
Commission (FCCPC)and Ministerial approvals.

On dividend distribution, the company maintained strong

shareholder distributions, declaring N32.00 per share for
2025 (N22.00 for Q4 2024 and N10.00 in Q3).
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Overall, Aradel demonstrated strong operational execution in 2025, with rising production, enhanced infrastructure
reliability, and expanded strategic investments. While weaker oil prices moderated margins,the company delivered solid
earnings growth supported by exceptional associate contributions and transformative acquisitions. The planned
increased stake in ND Western and strengthening Renaissanceexposure, positions Aradel for continued scale,improved
cashflow, and sustainedlong-term shareholder value creation.
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Overview

The Nigerian banking sector remained broadly resilient through 2025, supported by strong balance sheet expansionand
solid liquidity, but headline profitability softened. High funding costs, rising impairments, and regulatory changes,
including forbearance withdrawal, the windfall tax on foreign exchange gains, and the ongoing recapitalisation drive,
haveredefined the s e c t landstapesince2024.

Key performance determinants during the year were the conservative monetary stance of the CBN with the Monetary
Policy Rate (MPR) at 27.0%, exchangerate stability which spurred some normalisation in the trading income compared
to the previous period. The ongoing recapitalisation drive with compliance due by March 2026 led to a series of capital
market activities ranging from right issues to public offers and a few announced mergers and acquisitions.
Simultaneously,the CBN ended pandemicera forbearance measures,compelling banksto recognise previously deferred
impairments and tighten provisioning, this has led to higher provisioning seenin earnings releases putting a drag on
bottom line of most banks. Lower than expected dividend payouts also contributed to investor sentiment towards the
sector, essentially leading to the sector underperforming the broader index.

Chart 2.3: Banking Index Performance (Rebased)
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Banking Index

Financial Performance

Balance sheet growth through the year was steady (asof 9M 2025), supported by higher interest rates, stable funding
inflows, and sustained loan expansion. Total industry assets are estimated to grew by 11.6% year-to-date to
N241.34trn, reflecting organic growth in loans and investment securities rather than currency revaluation effects seen
in the previous year, as the naira appreciated by c. 6% year-to-date on improved FX liquidity and higher portfolio
inflows. The stronger naira led to a moderation in the naira value of foreign currency assets,tempering overall balance
sheet expansioncomparedto 2024.

Loan book grew modestly, up by 6.6% year-to-date, as banks cautiously expanded credit to corporates in oil & gas,
manufacturing, and trade sectors, while maintaining conservative exposure to consumer and SME lending. The
improvement in FX stability and better visibility on input costs supported modest credit growth. Despite this, asset
quality pressures persisted, with the i n d u sNPL natis estimated to be around 4.5%-6.0% from 4% in FY 2024, as
tighter CBN provisioning standards and the withdrawal of pandemic related forbearance led to higher impairment
recognition.

On the funding side, customer deposits increased by 16.3% year-to-date. The elevated interest rate environment
continued to attract retail and institutional deposits, but also pushed funding costs higher, with the industry cost of
funds now averaging4.5% asof 9M 2025, but well below 2024 limits . Nevertheless, liquidity positions remained strong, 56
with liquidity ratios well above the 30%regulatory minimum.
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Profitability hasrisen more softly comparedto lasty e a neddrsl earnings,with industry pre-tax profit rising by 5.2%yly.
This smaller growth is due to a combination of higher loan-loss provisions, higher operating costs amid persistent
inflationary pressures, and the impact of lower trading gains. Although net interest income has remained strong,
reflecting the higher yield environment, these gains have been offset by elevated impairment charges, higher staff, and
technology costs, as well as increased regulatory levies. Consequently, the s e ¢ t RQAHis expected to moderate to
around 23§29%, down from ¢.37% in FY 2024, while cost-to-income ratios will stay around 35-40%, indicating margin
compression.

Recapitalisation in focus

From aregulatory standpoint, the recapitalisation programme remains the defining theme of 2025, with banks actively
pursuing capital raises via rights issues, private placements, public offers, and mergers and acquisitions ahead of the
March 2026 deadline. This exercise is expected to strengthen the s e c t resilighee, support larger ticket lending, and
enhanceits ability to meet Basellll requirements. Simultaneously, the phasedexit from CBN forbearance, coupled with
tighter credit and market risk guidelines, marks a deliberate shift toward normalisation of regulatory oversight after the
post-COVID relief period.

Chart 2.4: Comparing Required Capital and Current Capital
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Most Tier-1 and some Tier 2 banks, including GTCO, Zenith, UBA, Stanbic IBTC, Jaiz, and Access Holdings, have
completed their capital-raising programmes through rights issues, public offers, and private placements. While others
like FCMB, First HoldCo, Fidelity, and Sterling, have CBN approval for multiple offers is already in place or in the pipeline.
With about three months to go, we expect to see more capital market activities and final calls on capital raise programs
from the banks asthey race to meet to the deadline.

We expect the average capital adequacy ratio (CAR)for Tier 1 banks to sit above the regulatory minimum after the
conclusion of the exercise and all verification processeshave been concluded.

Forbearance Exit

The end of regulatory leniency in 2025 prompted a more rigorous reassessmentof loan portfolios acrossthe banking
industry . With the C B N fbsbearance on restructured exposures now fully withdrawn, banks have begun recognising
legacy problem loans, particularly in sectors exposed to FX volatility and subsidy removal effects. As a result, the

i n d u sNPLrgtibt 5 projected to increase modestly to between 5.0%and 5.5%in FY 2025, above regulatory threshold
asthe banks exits these positions. This uptick reflects the normalisation of impairment recognition rather than a broad-57
baseddeterioration in credit quality .
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Manufacturing and trade related exposures have
accounted for a notable share of the increase, as import
dependent borrowers contend with tighter FX accessand
elevated input costs. Meanwhile, the oil and gas upstream
segment has shown relative resilience, supported by
improved crude prices and stronger cashflows sofar in the
year. In contrast, downstream and power sector loans have
seenlower recovery due to rising receivables and delayed
tariff adjustments.

Market Performance

The NGX Banking Index has advanced by over 30% year-
to-date, underperforming the broader NGX All-Share
Index, which isup 45.58%year-to-date (asof 17 December,
2025).Thes e c¢ t perfoffhance hasbeen mixed, reflecting
divergent investor sentiment across Tier-1 and mid-tier
banks. Among the large caps, Zenith Bank (+39.6% ytd),
Guaranty Trust Holding Co (+55.1% ytd), Ecobank
Transnational Inc (+30.4% ytd) and United Bank for Africa
(+17.1% ytd) posted solid gains, supported by strong

Chart 2.5: Banking Index Performance (Rebased)
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earnings fundamentals, robust capital positions, and
dividend declarations. In contrast, AccessHoldings (-12.8%
ytd) lagged due to delay in H1 earnings result publication
and uncertainty around dividend payments.

Mid-tier names showed stronger momentum, with Wema
Bank (+104.4% ytd), Stanbic IBTC (+82.3% ytd), and
Sterling Financial Holdings (+31.3% ytd) recording
substantial year-to-date gains, driven by improved
profitability and investor rotation into value plays.

While the sector has not matched the pace of the broader
market, where Consumer goods, Industrials, and Insurance
have led advance,investor interest in banks remains being
the sector preferred for liquidity. The recapitalisation
exercise and improving FX stability continue to anchor
long-term sentiment, even as near term pressures from
elevated funding costs and higher provisioning temper
upside potential .

Zenith Bank Stanbic IBTC Total

Holdings

B [mpairment Charges 9M'25

Earnings in Q4 2025 is expected reflect a continuous shift back to core operations after the extraordinary foreign
exchangedriven gainsof 2024. Then a i staatlygperformance this year haslargely removed the upside from currency
revaluations and combined with stricter credit assessmentsunder the C B N fd@ated forbearance rules, this has
moderated overall sector profitability . Adjusting for last y e a exdeptional items, earnings are returning to more

sustainable levels driven by traditional banking activities.
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Looking into 2026, anticipated policy rate cuts should stimulate lending activity, while disciplined credit management,
improved assetyields, and growth in fee-basedincome are expected to underpin a gradual recovery in interest income
and overall sector performance.

We believe the sector is well positioned to becomeamajor driver of growth in 2026 asmacroeconomicstability gradually
returns. Improving inflation dynamics, better FX liquidity, and a less volatile interest-rate environment should ease
pressure on funding costsand risk assets

While declining yields may temper margins, stronger core earnings,expandingloan books,and improved capital flexibility
are expected to support profitability and balance sheet growth . With regulatory cleanup largely behind the sector and
capital buffers strengthening, banks are better placed to scale lending, support investment activity, and deliver more
durable value creation over the medium term.
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Overview

The Nigerian consumer goods sector showed a compelling
turnaround in 2025, driven primarily by two factors:
significant reductions in foreign exchange losses and
revenue growth. This recovery was supported by Naira
appreciation and through clearing existing FX backlogs,
which altogether supported FX stability, with the exchange
rate stabilising below N1,500/US$1.

At the company level, the gainswere not merely a function
of macro stability ; there was some payoff from strategic
investments made in prior periods. Most firms with dollar-
denominated liabilities had been actively investing in
expansion plans, increasing local sourcing, although
importation is still a key part of their value creation
process.

Investors have taken advantage of this recovery, which is
evident with the strong capital appreciation in many stocks,
as we have seen the Consumer Goods Index (+97.56%)
leading the sectoral performance on a year-to-date basis
(asof November 2025). Notably, BUA Foods, holding more
than 70% of the market capitalisation of the index, has
been one of the key drivers of this performance. Overall,
the year-to-date return across all consumer goods stocks
discussedin this report had an average of 138.64%, with a
high and low of 239.90%and 66.87%, respectively.

Chart 2.6: Consumer Goods Performance (Rebased)
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Dividend outlook remains weak, as most companiesunder
consideration strive to restore their balance sheet to a
positive distributable equity position. Historically, this
sector has been known for a decent dividend yield. Yet,
past losses, especially the recent significant ones in 2023
and 2024, mainly due to foreign exchange losses, have
depleted retained earnings for many companies, leaving
them with accumulated deficits rather than distributable
profits. Consequently, dividend payments for the 2025
financial year remain highly uncertain. However, we do
expect a dividend declaration for the 2026 financial year
from many of the companies following their strong
performances this year.

The following section will provide a comparative financial
review of major players within the Food, Brewing, and Food
& Beverage Segments Furthermore, we give an overview
of the landmark acquisition of C.H.I Limited by UAC of
Nigeria Plc( T U A Cathi9 deal signalsa potential turning
point for UACN.

The bestperforming
Index in 2025 with 98%
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Overview

The food manufacturing sector demonstrated robust
revenue growth during the first nine months of 2025. A
comparative analysis of BUA Foods Plc ( T B A o d
Nascon Allied Industries Plc (Nascori )and Dangote Sugar
Refinery Plc ( T Da n & a g @ hdwdver, reveals key
divergencesin their respective profitability drivers, margin
guality, and financial resilience. The period was notably
characterized by a significant reduction in foreign
exchange (FX) losses,which had a material impact on the
prior year's bottom line.

Top-Line  Performance:
Trajectory

Revenuegrowth was acommontheme, driven by the pass
through of elevated input costs into selling prices.
However, the moderating inflationary trend may have
provided relief to real disposableincomes. Given the highly
inelastic demand nature of essential food items, the
significant growth recorded likely reflects a combination of
residual price effects and relatively stable volumes.

BUA Foods reported the highest absolute revenue at
N1.42 trillion for 9M 2025, a 32.68% increase from the
prior year. Dangote Sugar posted a 29.27% increase to
N626.24bn. Nascon achieved the highest growth rate
among its peers, with revenue expanding by 46.88% to
N117.35bn.

Profitability
and FX Impact

The analysisof profitability requires a distinction between
operational performance, best captured by EBITDA, and
the impact of financial factors like FX movements.

Uniform Growth

Analysis: Operational Strength

1. EBITDAand Operational Margins

In absolute terms, BUA Foods generated the largest
operational cash flow, with an EBITDA of N444.29bn,
significantly higher than Nascon's N35.08bn and Dangote
Sugar'sN89.76bn. The EBITDA margin provides aclearer

Chart 2.7: Operating Performance 9 M 2025
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picture of operational efficiency. BUA Foods leads with a

Smargin of 31.27%, followed by Nasconat 29.90%. Dangote
Sugar's EBITDA margin stands at 14.33%, which, while
substantially lower than its peers, represents a significant
improvement from 3.38% in the prior year. This indicates
that all three companiesimproved their core operational
profitability during the period.

2. ForeignExchangelLossDynamics

A pivotal factor in the year-on-year profitability shift was
the managementof foreign exchangeexposures. In the 9M
2024 period, all companies reported substantial net FX
losses BUA Foodsrecorded the largest absolute FX loss at
N233.50bn, Dangote Sugar reported N87.96bn, and
Nascon reported N1.80bn. The 9M 2025 period saw a
sharp reversal of this trend . BUA Foods markedly reduced
its FX loss to N139.15 million. Dangote Sugar reported a
net exchange gain of N4.86 million, a complete recovery
from the prior year's loss. Nascon also reduced its FX loss
to N912.61 thousand.

This recovery was a primary driver behind the improved
net profit for both BUA Foods and Nascon. Notably, BUA
Foods was able to report a net profit of N405.27bn in 9M
2025 despite the previous year's large FX loss,
underscoring the fundamental strength and profitability of
its underlying operations, which generated sufficient gross
profit to absorb the financial shock.

3. Bottom-Line Results

The net profit margin reflects these combined operational
and financial effects. BUA Foods converted 28.53% of its
revenue to net profit, while Nascon achieved a net profit
margin of 20.73%. Dangote Sugar reported a net loss of
N10.59bn for the period, a considerable improvement
from the N184.36bn loss in 9M 2024 but resulting in a
negative net profit margin.

vs EBI TDA

(NH bn)

BUA Foods

mEBITDA
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Financial Position and Leverage

The capital structures of the three companiesindicate differing strategic approachesto financing. Nascon maintains a
conservative balance sheet, with a debt-to-equity ratio of 0.001. BUA Foods employs a moderate level of leverage, with
its debt-to-equity ratio at amanageable0.532. Dangote Sugar'sfinancial structure is characterized by a higher degree of
leverage, with adebt-to-equity ratio of 3.709.

|..[Dagnigsostr emaeSiutlg: andst lereeamaninonssts pteh @ie imo Isitiecndf e v e r e
accumulateddosses...

Chart 2.8: Debt-to-equity - 9M 2025
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Strategic Considerations and 2026 Outlook
For Dangote Sugar, the priority for 2026 will be to build upon the operational recovery evidenced in 9M 2025. The
significant expansionin its gross profit margin from 4.09%to 14.38% and the reduction of its net loss are positive steps.
The key challengeremains its capital structure ; with a debt-to-equity ratio of 3.709, the company's profitability is highly
susceptible to domestic interest rate fluctuations and further exchangerate volatility . Its outlook hingeson its ability to
sustain margin improvements while managingits substantial debt burden.

For NASCON, its standalone strategy is fortified by the highest gross profit margin in the group at 48.73%and a virtually
debt-free balancesheet. This provides alot of financial flexibility for 2026. The focuswill be on whether it can maintain its
exceptional revenue growth rate and high margins independently, potentially funding new growth initiatives from its
internal cashflows.

For BUA Foods, the outlook is one of sustained sector leadership. Its combination of scale(N1.42 trillion revenue),robust
EBITDA margin (31.27%),and moderate, improving leverage (Debt/Equity of 0.532) positions it to navigate market shifts
from aposition of strength. Its ability to generate aN405.27bn net profit in 2025, even after absorbing significant finance
costs,demonstrates aresilient businessmodel.

A critical factor for 2026 acrossall companies,particularly the sugarrefiners, will be the stability of the foreign exchange
environment. The pronounced appreciation of the Naira in 2025 was a material contributor to the sharp reduction in FX
lossesacross all three balance sheets and likely aided gross margins by lowering the cost of imported raw materials.
Barring a significant reversal, this stable FX environment should continue to support profitability and reduce financial
statement volatility in the nearterm. The primary risk to this outlook would be an unforeseen macroeconomic shock that
disrupts the current relative currency stability . 62
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Consumer Goods Sector: Brewing Industry

Overview

The Nigerian brewing sector reported improved financial
results for the first nine months of 2025, showing a
recovery from the challenges of the previous year. This
performance was supported by revenue growth across all
major players, improved operational margins, and a
material reduction in foreign exchange losses The period
resulted in a return to profitability for the sector, though
the companies exhibit differing levels of operational scale
and financial leverage.

Top-Line Performance

The sector demonstrated consistent revenue growth
during the period. Nigerian Breweries reported the highest
absolute revenue at N1.05 trillion, a 47.20% increase from
the prior year. International Breweries grew its revenue by
37.59%to N472.57bn, while GuinnessNigeria recorded an
18.49%increaseto N335.07bn. Champion Breweries, while
significantly smaller in scale,reported a 52.86% growth in
revenue to N21.44bn. This indicates a positive demand
environment for the sector as a whole, above the inflation
rate.

Profitability Analysis

The improvement in profitability was driven by two main
factors: stronger operational results and a decrease in
financial costs.

1. Operational Performance

The EBITDA margin, which reflects core operational
profitability before financing and accounting decisions,
expanded across the sector. International Breweries
reported the most significant improvement, moving from
an EBITDA loss of N90.77bn in 9M 2024 to a positive
N116.06bn in 9M 2025, resulting in an EBITDA margin of
24.56%. Nigerian Breweries increasedits EBITDAto

Chart 2.9: Operating Performance 9 M 2025
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N215.44bn, with a margin of 20.59%. GuinnessNigeria and
Champion Breweries also posted stronger EBITDA margins
of 18.49%and 28.73%, respectively.

2. Impactof ForeignExchange

A key differentiator between the 9M 2024 and 9M 2025
results wasthe scaleof foreign exchangelosses In the prior
year, these losseswere a major contributor to net finance
costs and overall losses In the current period, these losses
have reduced substantially. Nigerian Breweries reported a
net exchange gain of N10.25bn, a shift from a N48.21bn
loss. International Breweries reduced its net exchangeloss
from N155.30bn to N4.79bn. This reduction was a primary
factor in the decline of net finance costs for Nigerian
Breweries and Guinness,andthe return to net profit for the
sector.

This recovery was a primary driver behind the improved
net profit for both BUA Foods and Nascon. It is particularly
notable that BUA Foods was able to report a net profit of
N405.27bn in 9M 2025 despite the previous year's large FX
loss, underscoring the fundamental strength and
profitability of its underlying operations, which generated
sufficient grossprofit to absorb the financial shock.

3. Bottom-LineResults

The combination of higher revenue, improved operational
margins, and lower finance costs led to a return to
profitability . Nigerian Breweries reported a profit after tax
of N85.51bn, a recovery from a loss of N149.50bn.
International Breweries reported a profit of N57.83bn,
compared to a loss of N112.81bn. Guinness Nigeria and
Champion Breweries alsoreported profits of N26.59bn and
N2.05bn, respectively, moving from loss-making positions
in 9M 2024.

EBI TDA (NH bn)

IntBrew

Champion Breweries

HRevenue BEBITDA
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Consumer Goods Sector: Brewing Industry

Financial Position and Leverage

The companies maintained distinct capital structures. International Breweries and Champion Breweries operated with
no borrowings, indicating a more conservative financial approach. Nigerian Breweries significantly reduced its total
borrowings from N652.10bn to N162.17bn. This deleveraging, combined with a return to positive equity, lowered its
debt-to-equity ratio to 0.30. GuinnessNigeria also reduced its borrowings, though it maintains a higher debt-to-equity
ratio of 2.04.

Chart 2.10: Food Manufacturers' Debt -to-equity - 9M 2025
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Strategic Considerations and 2026 Outlook

The 9M 2025 results indicate a recovery in the fundamental operating environment for Nigerian brewers. The outlook
for 2026 is closely tied to the stability of the foreign exchange market, given the sector's demonstrated sensitivity to
currency movements. The reduction in FX losseswas a critical factor in the return to profitability, and a similar stable
environment would be supportive of continued financial performance.

The ability of companiesto maintain their improved gross and EBITDA margins will be crucial. For those with higher
leverage, the management of debt servicing costs will remain a focus. Nigerian Breweries enters the period with a
deleveraged balance sheet, while International Breweries and Champion Breweries benefit from their debt-free status.
GuinnessNigeria will continue to manageits relatively higher leverage ratio.

In conclusion, the brewing sector has moved from a period of net lossesto one of profitability . Nigerian Breweries
maintains its position asthe sector leader in scale,while International Breweries showed a strong operational recovery.
The performance of all companiesin 2026 will be significantly influenced by the trajectory of the Naira and their ability to
sustain current margin levels.



CORONATION

COUNTRY REPORT| SECTOR UPDATE December 2025

Consumer Goods Sector: Food & Beverage Industry

Overview

The Food & Beverage sector, represented by Nestlé from 31.01%, while Cadbury Ni g e rmam@iff sose to
Nigeria Plc ( T N é sand Cadbury Nigeria Plc (Cadbury), 23.27%from 16.49%.

demonstrated a parallel trajectory of robust revenue This gperational strength is further reflected in the

growth and areturn to profitability in the first nine months  £giTpa margin. Nestlé H €BITDA margin improved to
of 2025. This recovery was fuelled by a significant 53 goos from 19.49%, and C a d b umayght sncreased to
expansion in gross margins and a pivotal shift in foreign 153904 from 8.61%. The data indicates that both

exchange dynamics. While Nestleé operates at @ companies enhanced their core operational efficiency
substantially larger scale, both companies successfully during the period.

navigated from a period of net loss in the prior year to
posting profits, underscoring a sector-wide improvement 2. Impact of ForeignExchange
in financial conditions. '
The most significant factor differentiating the 2025 results
from 2024 was the movement in foreign exchangelosses
Both companiesreported almost identical rates of revenue In 9M 2024, both companies recorded substantial net
growth, pointing to similar underlying market demand. exchangelossesHN285.29bn for Nestlé and N18.87bn for
Nestlé Ni g e r iewertis increased by 32.96% to Cadbury. Theselosseswere aprimary component of their
N884.54bn from N665.29bn. Similarly, Cadbury Ni g e r neftafiragice costs and a major contributor to their overall
revenue grew by 33.19% to N119.25bn from N89.53bn. netlosses

The disparity in absolute revenue figures confirms Nestlé & SIn 9M 2025, this trend reversed. Nestlé Nigeria reported a
position as the larger entity in the segment, while the net exchange gain of N20.75bn, and Cadbury reported a
congru_ent growth_ rates suggest effective commercial net exchange gain of N1.66bn. This shift was the critical
execution by both firms. driver behind the sharp reduction in net finance costs for
Profitability Analysis: Operational both companies

Strength and FX Impact

Top-Line Performance

. . - 3. Bottom-Line Results
The improvement in profitability stemmed from enhanced

operational performance and a material reduction in The combination of higher revenue, improved operational
financial costs. margins, and significantly lower net finance costs resulted
in areturn to profitability . Nestlé Nigeria reported a profit
of N72.48bn for the period, a recovery from a loss of
Both companies achieved a notable expansion in their N184.27bn. Thistranslates to anet profit margin of 8.19%.
gross profit  margins, indicating improved cost Cadbury Nigeria reported a profit of N9.68bn, a swing
management or a more favorable product mix. Nestlé from a loss of N11.86bn, achieving a net profit margin of
Ni g e grosaprbsit. The marginincreasedto 36.95% 8.12%.

1. Operational Performance
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Financial Position and Leverage

The capital structures of the two companies present different financial risk profiles. Cadbury Nigeria holds a debt-to-
equity ratio of 2.15, with total borrowings of N30.19bn againsttotal equity of N14.06bn.

Nestlé Ni g e finari#t structure is characterized by a higher absolute debt level, with total borrowings of N521.01bn.
Thec o mp a shardhslder equity remained negative at -N19.70bn, though this is an improvement from -N112.08bn in
9M 2024. Due to the negative equity, a conventional debt-to-equity ratio is not applicable, though the aforementioned
total borrowings relative to the assetbaseof N847.30bn indicates a highly leveraged position.

Cadbury/Nigeriarmaintains ameasured déequity position (2115x)In stark contrast,
Nestlé/Nigeria carriescnegative equity/ indicating high-financialdeverage.

Strategic Considerations and 2026 Outlook

The 9M 2025 results signify a critical recovery for both Nestlé and Cadbury. The outlook for 2026 is heavily dependent
on the stability of the foreign exchangeenvironment, given that the reversal of FX losseswas a primary factor in their
return to profitability .

The ability of both companiesto maintain their improved gross and EBITDA margins will be essential for sustaining
performance. For Nestlé, the management of its substantial debt burden and the continued journey toward a positive
equity position will be akey focus. Cadbury, with a positive equity baseand lower absolute debt, will aim to build upon its
regained profitability .

In conclusion, both Nestlé Nigeria and Cadbury Nigeria have moved from loss-making positions to profitability, driven by
strong operational execution and a favourable shift in forex conditions. Their continued performance in 2026 will be
closely linked to the stability of the Naira and their ability to sustain the operational efficiencies demonstrated in the
current period.
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Consumer Goods Sector: UAC of Nigeria Plc g Acquisition of C.H.I. Limited

Overview

UACN of Nigeria ( T U A @dhipleted the full acquisition of
C.H.l. Limited ( T C Hh 3 October 2025, which represents
a substantial change in its scale, whilst increasing its
exposure to the packagedfood and beverage sector. The
9M 2025 results show revenue growth alongsidea material
decline in net profit, driven by FX gains reversal and
increased finance costs. The post-acquisition period will be
governed by the execution of management's stated plans
for margin improvement of C.H.. Limited and debt
reduction of the entire group.

Acquisition of C.H.I Limited
1. Rationaleand TransactionStructure

UACN acquired 100% of CHI for a total consideration of
N182.4 billion. Management's stated rationale centred on
four factors: internal preparedness,the rarity of the asset
given its 45-year history, timing amid an improving
macroeconomic environment, and strategic fit with
UACN's existing food operations.

The transaction was funded through a mix of cash (17%)
and debt (83%). An initial US dollar bridge loan was
secured, with a stated plan to refinance into Naira via
bonds and term loansin Q4 2025 or Q1 2026 . Additionally,
the total acquisition-related costs, including hedging, was
stated at N17.6 billion. Hedging was completed through a
forward contract, although its cost rose sharply due to the
recent currency appreciation.

Tuu@Gbguired 100% of CHI for a total
consideration of N182.4 billion|...with a
mix of cash (17% and debt
(83%))..including hedging cost of N17.6
billion.T

2. Post-Acquisition BusinessProfile

On a pro-forma basis, the acquisition increases UACN's
LTM revenue to September 2025 by 221%to N717 billion
and LTM EBITDA by 168% to N67 billion. The Group's
revenue mix shifts significantly, with Packaged Food &
Beverages and Paints contributing 85% of pro-forma
revenue.

Management identified two primary risks from CHI:
foreign exchange exposure due to CHI's high import
dependency, and elevated inventory days of 229 as of FY
2024 . The stated mitigation strategy includes replacement
cost pricing and applying improved inventory management
practices used in other Group subsidiaries, with CAP Plc
cited as a benchmark with approximately 90 inventory
days.

Chart 2.12: Pre-Acquisition Operating Performance §Revenue Composition (NH bn)
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The near-term focus areas communicated by managementare margin improvement at CHI and debt reduction. The
margin improvement strategy references prior success at UAC Foods Limited and involves pricing and SKU
rationalization . The debt reduction strategy targets a Long-Term Debt/EBITDA ratio near 1.5%, to be achieved

through asset divestments, free cash flow, and working capital optimization . Management has stated that CHI will

continue to operate on a standalone basis.

Analysis of 9M 2025 Financial Performance
1. Operational Results

UACN's revenue increased by 19.8% to N159.6 billion for
the nine months ending 30 September 2025. Growth was
led by the PackagedFood & Beveragessegment (+37.4%)
and the Paints segment (+28.0%). The gross profit margin
expanded by 159 basispoints to 24.67%.

Operating profit grew by 9.1% to N13.4 billion. However,
net finance costs were N5.7 billion, a reversal from net
finance income of N7.8 billion in the prior period. A foreign
exchange loss of NO.4 billion replaced a gain of N10.2
billion in 9M 2024. Consequently, profit for the period
declined by 60.6% to N5.4 billion. Net profit margin
contracted from 10.26%to 3.37%.

2. Pre-Acquisition Financial Position Profile

Before consolidating CHI, UACN's total debt increased to
N33.0 billion asof 30 September2025, from N26.3 billion a
year earlier. The debt-to-equity ratio stood at 1.68x as of
9M 2025 (vs.2.44xin the prior year period).

Forward Outlook

The acquisition alters UACN's business profile and
introduces a higher degree of leverage. Management's
ability to execute its stated plans will influence future
performance. Key items to watch include:

A Thetrend in CHI's EBIT margin.
A Progressin reducing CHI's inventory days.

A The execution and terms of the planned Naira debt
refinancing.

A Progressagainstthe stated debt reduction target.
A Theoutcome of non-core assetdivestment initiatives .

The Group's results will remain sensitive to foreign
exchange movements and macroeconomic conditions.
Performance will be contingent on the application of
management's stated operational strategies to the newly
acquired business The Management has shown the
financial nous to plan and complete the acquisition; now
they have to show the operational capacity to efficiently
run this enlarged platform .

Group revenue expanded from N223b
pre-acquisition to N717bn (LTM Sep.
2025) . However, C

margin remains a key focus, with the
new management targeting at least 159
by Q4 2026.
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Overview

The agriculture sector remained a resilient contributor to Ni g e IGDR Hhe sector comprising four primary economic
activities (Crop Production, Livestock, Forestry, and Fishing) showed a nominal growth of 4.46%y/y in 9M 2025 (with a
total of N69.94trn), lower than the 11.73% y/y recorded in 9M 2024. Crop Production remains the dominant activity
contributing 62.91%(N44.00trn) of the overall nominal value of the sector in the first nine-month of the year.

In real terms, basedon the rebased GDP (2019 baseyear), the sector also showed improvement, rising by 2.46%yly in

9M 2025 compared with 1.33%Yy/y in the sameperiod of 2024. Asin nhominal terms, Crop Production remains the main
driver of growth in real activity .

GDPgrew/4146%/ yly in'9M 2025, continuing-the: positive:momentum from:the same
period in-2024.

Chart 2.13: GDP Data (N #t) & 1iQuarterly Trend Performance (%)
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Trade Performance

The value of international trades of agricultural commaodities in 9M 2025 expanded by 29.24%y/y to N3.75trn, from a
notable surge of 271.48% y/y from the amount recorded in 9M 2024. In Q3 2025, major traded agriculture products
were led by Standard Quality Cocoabeans (32.48%), Superior Quality Cocoabeans (24.79%), and Natural cocoabutter
(11.22%). However, it is noteworthy Cocoa,the quarterly export trades showed a 7.70% q/q contraction in Q3, driven by
the declinesof h S u p QualitpC o ¢ dyE2Bt98%q/q, outweighing the 21.90%q/q in Standard Quality C o ¢ oSariiarly,
Cashewnuts in shell declined by 83.33%q/q to N58.80bn in Q3, from the surged 123.73%q/q Q2 2025, reflecting a shift
in export momentum.

International Trades expanded by’ 29.24% yly t0. N3.75trvin, 9My; fromfa/notable surge in

the same period/of(2024
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Global Commodity Prices

Cocoa, representing 57.27% of major traded agricultural
products in Q3 2025, though remaining critically affected
by volatility in global prices. World Bank historical data
showed that global cocoa prices peaked at unprecedented
levelsin 2024, with average pricesrising 123.42%yly from
$3,280.67 per metric ton (MT) in 2023 to $7,329.65/MT .
According to the International Cocoa Association (ICCO),
the 2024 surge was attributed to severe supply deficits in
Coéte d A1 v and Ghana, the wo r | tedilargest cocoa
producers.

In 2025, cocoa prices have trended lower, falling from
$10,745.11/MT in January to $7,025.09/MT in September,
a 52.95% year-to-date decline. Minor rebounds in May
(+10.31% m/m) and August (+3.10% m/m) were insufficient
to offset the downward trend. The softening prices reflect
weaker industrial demand and eased concerns over a
drought affecting supply, although levels remain
structurally above pre-2024 norms. Looking ahead, the
World Bank projects a 10%rebound in global cocoaoutput

in 2025¢26, driven by a5% increasein Coted H | vamd ar e

34%rise in Ghana Consequently, average cocoa prices are
expected to increase modestly to $8,000/MT by the 2025
year-end. This global outlook, however, contrasts with
projections for Nigeria. The Nigerian Cocoa Association
forecasts that the ¢ 0 u n t202%/B6scrop production will
fall by

11% year-on-year to 305,000 MT, down from the 344,000
MT expected in the 2024/25 season

Global oil palm prices alsorevealed a volatile pattern . After
falling from $1,070.31/mt in Januaryto $907.58/mt in May
2025, prices recovered steadily to $1,038.36/MT by
September. World Bank expects prices to remain above
$1,000/MT over the next two years,reaching$1,020/MT in
2025 and $1,051/MT in 2026. This trend is expected to
favor key oil palm producers in Nigeria, with domestic
prices likely exceeding global benchmarks due to the
existing import ban.

Outlook

Overall, the Agriculture sector is expected to maintain
steady, albeit moderate, growth supported by Crop
Production and sustained commodity demand. Cocoa
prices are likely to stabilize around the current levels, while
oil palm prices are expected to sustain the recovery
observed in H2 2025. Continued focus on export
diversification, particularly in cashew and other high-value
crops,will be critical to sustaining trade performance.

December 2025

GlobalPricesand 2026 Outlook

TCGroac repeesenting 57.27% of major
traded agricultural products in Q3
2025, though remaining critically
affected by volatilityy in global pricesi

TTHeh eNigerian Cocoa Assogiation
forecasts the coonuynist202%/86 crop
production will fall by 11% year-on-year
to 305,000 MT, down from the 344,000
MT expectedin the 2024/25 season’

TGGhalooll palm prices also revealed a
volatile pattern. After falling from
$1,070.31/mt in January to
$907.58/mt in May 2025, prices
recoveretisteadily to $1,038.36/MT by
Septentber World Bank expects prices
to remain above $1,000/MT over the
next two years, reaching $1,020/MT in
2025 and $1,051/MT in 2026.7

TCeoapriceshave trended lower, falling
from $10,745.11/MT in January to
$7,025.09/MT in Septenihera 52.95%
year-to-date decline Minor reboundsin
May (+10.31% m/m) and August
(+3.10% m/m) were insufficient to offset
the downwardtrend. 7
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The Financial Year Review

The 2025 financial year marked another strong earnings
cycle for Ni g e rtiva t#eading integrated palm oil
producers, Presco Plc ( Hrescd jand Okomu Oil Palm Plc
(T Ok o.nThdsg oil producers extended their post-
pandemic growth trajectories, though in different ways.
Presco scaled through regional diversification, while
Okomu maintained a leaner business model and
operational steadiness

Presco and Okomu have delivered solid nine-month
financial results (for the year ended September 2025).
Prescodelivered a standout 113.5%y/y growth in revenue,
buoyed by the full consolidation of Ghana Oil Palm
Development Company (GOPDC) and new export routes
into Europe. The diversification of its earnings base now
includes contributions from Ghanaand European markets,
collectively accounting for about 28% of group turnover.
Conversely, Okomu achieved a commendable 67.3% yly
rise in revenue, anchored by a robust 76% expansion in
local sales, underscoring its strength in the domestic
market despite limited geographicdiversification .

On profitability, both firms maintained solid earnings
quality. Pr e s cEBIFIDA margin expanded to 61.5%,
comparedwith O k o m BID&s, reflecting scaleadvantages
and synergy gains from its newly consolidated operations.
Similarly, O k 0o m ueBL#is reveals admirable cost efficiency
and pricing resilience, with net profit rising 112.9% yly
versusP r e s t14.69syly (in their respective nine-month
financial report) . In addition, the

Chart 2.15: 9M 2025
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absolute gapin earnings (N110.8bn for Prescovs. N60.3bn
for Okomu) was largely reflective of the varying business
size and not linked to an underlying profitability weakness
However, seasonalfactors weighed on both in Q3 2025, a
typically lean production period. Pr e s crevErmle
contracted 27.8%q/q, while O k o m ddglmed 38.5%q/q.

From a balancesheet standpoint, the two companiesended
the period on diverging paths. P r e s tal Assetssurged
to N613.0bn following its acquisitions, though leverage
increased (debt-to-equity 0.68x) as funding costs rose.
Okomu maintained a conservative capital structure, with
minimal gearing (0.09x) and a net cash position of N19.8bn,
providing ample flexibility for reinvestment or potential
distribution .

Dividend policy remained shareholder-friendly across the
board. Presco declared cumulative interim dividends of
N30/share, while Okomu paid N40/share. Notably,
Ok o murétiesn on average equity (ROAE) of 102.4%
exceeded P r e s &Mm2Bbsreflecting its superior capital
efficiency despite a smaller balance sheet.

In summary, 2025 reinforced the s e c t resiligfice. Presco
demonstrated the benefitsHand challenges of expansion-
driven growth, while Okomu exemplified the virtues of
disciplined execution. Both closed the year with strong
earnings momentum but differing risk-return profiles:
Prescoleaning toward scale-driven growth, Okomu toward
margin preservation.

Performance (N#®H bn)

Okomu

ng

ERevenue BEBITDA

Source: Company Financials,Coronation Research
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Operational and Strategic Outlook for 2026

The outlook for Presco and Okomu remains broadly positive, underpinned by steady palm oil prices and limited
availability of viable substitutes for institutional andindustrial consumers. Domestic production volumesremain critically

low relative to demand, with Ni g e rsupplyFtificit approaching 1 million metric tons H a structural shortfall that
continues to support strong pricing fundamentals.

For 2026, Prescois expected to focus on consolidation rather than further expansion, prioritizing the integration of past
investments and operational efficiency gains. Okomu, by contrast, is likely to sustain its lean operating model, optimizing

yields from existing plantations and selectively regenerating older crops to enhance productivity and maintain cost
discipline.

Both producers are well-positioned to benefit from Ni g e remdarifigsedible oil supply gap, with earnings resilience
expected to be driven by disciplined cost managementand stable market demand rather than aggressivevolume growth .

Domesticproduction/volumes:-remainicritiCallylow!relative derdemand;/with
Nibegoe ruppa FScit @mopcpihgy midce hdtre forts. Thas prrpctuai/a ¢ h i
shortfall continuesttossupparb premiumrpricing fundamentalstwithincthe docal
market.
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Activity in the cement sector moderated in 2025, with
sentiment indicators implying softer conditions even as
underlying output remained relatively stable. The Cement
PMI declined to 46.9 in October 2025, down from 61.8 in
the same period of 2024. This movement reflects a clear
easing in purchasing activity, production scheduling, and
inventory expansion acrossfirms. Importantly, the trend is
consistent with the broader Manufacturing and Industrial
PMis, both of which also recorded lower readings during
the year, signaling a more cautious operating environment.
While the PMI decline indicates near-term softness, it
points more towards short-term moderation rather than
structural weakness, given that PMI measures sentiment
and operational adjustments rather than actual output .

Real sector data provides clearer context for interpreting
activity within the cement industry. The cement segment
recorded4.86% growth in Q2 2025 and 4.68% in Q3 2025,
significantly above its 2024 full-year growth rate of 2.37%.
When benchmarked against the wider economy, where
overall real GDP expandedby 4.23%in Q2 2025 and 3.98%
in Q3 2025, the cement sector outperformed the national
average, underscoring its relative resilience. However, it is
important to recognisethat Nigerian cement GDP is largely
price-driven rather than volume-driven, as reflected in
listed pr o d u dimanc&lsi where revenue growth is
typically supported by pricing adjustments even when
volume trends are flat or slightly weaker. The steady GDP
numbers therefore likely reflects a blend of stable-to-
modest volumes supported by strong pricing effects, rather

Chart 2.16: Purchasing Managers Index

than a pronounced increase in physical output. This also
explains the divergence from softer PMI readings; while
sentiment and purchasing activity cooled, firms maintained
value-added performance through pricing discipline rather
than accelerated production.

Financing conditions remained mildly supportive during the
year. Credit to the industrial sector grew by 3.5% year-on-
year asof April 2025, with manufacturing credit following a
similar upward pattern. Although the pace of credit
expansion slowed relative to previous periods, the sector
did not experience a contraction in funding availability . This
moderated yet positive credit growth implies that firms
retained access to working capital and operational
financing necessary to sustain activity. The continued
expansion in credit aligns with the observed stability in
cement real GDP and further supports the view that the
2025 slowdown was more sentiment-driven than output -
driven.

Cement stocks delivered broadly positive returns year-to-
date, with performance varying relative to both the
broader market and the Industrial Goods sector, under
which cement companiesare classified. The NGX Industrial
Goods Index gained 43.43% YTD, outpacing the NGX All-
Share Index (ASI) at 39.44% YTD and reflecting strong
investor appetite for specific sector namesthroughout the
year.
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Company Review

Within the cement sub-sector, Lafarge Africa and BUA
Cement posted exceptional gains, rising 91.57% YTD and
72.04% YTD, respectively, well above both the sector and
overall market performance.  Their  significant
outperformance aligns with strong earnings momentum,
improved cost efficiency, and favourable sentiment toward
companies showing rapid margin and profit recovery. In
contrast, Dangote Cementreturned 11.65% YTD. Although
positive in absolute terms, this performance lagged both
the sector and the broader market. The relatively subdued
share movement suggests a more tempered investor
reaction, shapedby slower valuation re-rating compared to
peers despite strong profitability . Financing conditions
remained mildly supportive during the year. Credit to the
industrial sector grew by 3.5% year-on-year as of April
2025, with manufacturing credit following a similar upward
pattern. Although the pace of credit expansion slowed
relative to previous periods, the sector did not experience a
contraction in funding availability. This moderated yet
positive credit growth implies that firms retained accessto
working capital and operational financing necessary to
sustain activity . The continued expansion in credit aligns
with the observed stability in cement real GDP and further
supports the view that the 2025 slowdown was more
sentiment-driven than output -driven.

Revenue and Volumes

The Nigerian cement sector delivered strong growth in 9M
2025, driven by resilient domestic demand and effective
pricing. Dangote Cement led in revenue, recording N3.15
trillion (+23.2%yly), supported by stable

domestic volumes despite weaker Pan-African demand.
BUA Cement followed with N858.7 billion (+47.2% yly),
driven by higher production output and improved plant
reliability . Lafarge Africa posted N780.5 billion (+63%yl/y),
underpinned by pricing strength and healthy volume
growth, with cement remaining the dominant contributor
across all players. Seasonal construction slowdowns
affected Q3 revenue for all companies, particularly BUA
and Lafarge,reflecting the typical rainy seasonimpact.

Net Finance and Tax

Financial performance improved acrossthe board. Dangote
Cement reduced net finance costs by 46%, BUA Cement
turned net finance from a cost to income of N46.1 billion,
and Lafarge Africa recorded net finance gains of N14.9
billion. Effective tax rates declined for BUA (14.4%) and
Dangote (28.6%), while Lafarge maintained 33.7%,
contributing to substantial growth in net profit . Profit after
tax surged across the sector: Dangote to N734.1 billion,
BUA to N289.9 billion, and Lafarge to N207.8 billion,
reflecting strong bottom -line performance.

Balance Sheet and Returns

Leveragepositions improved significantly for all companies,
with net debt/EBITDA dropping to 0.48x (Dangote), 0.66x
(BUA),and a net cashposition for Lafarge. Return on equity
and assets demonstrated the s e c t girongt profitability,

with ROAE at 43.1%, 77.5%, and 48.9% respectively, and
ROAA at 16.1%, 24.1%, and 27.5%. This indicates that the

Chart 2.17: Industry Index vs Individual Index Performance
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TTehseet@’'t perfdinsance is underpinned by operational efficiency, energy
optimisation, and plant reliability, while structurally supported demand from
ongoing multi-year infrastructure projects and Nigegces rpersigtesnt housing
deficit positionscementproducersfor steady growth despite fiscal tightening.T

Operational Highlights

Efficiency gains, energy optimisation, and adoption of alternative fuels were common drivers across the three
companies Strong operational discipline allowed for pricing strength to translate into significant margin expansion,while
plant reliability improvements supported higher volumes. The sector remains well-positioned to sustain performance,
with continued infrastructure demand and cost managementexpected to support 2025 FY results.

2026 Outlook

Ni g e rcemerttdsector is set for steady expansion in 2026, anchored by the continuation of large multi-year public
works and the ¢ o0 u n tpersisiest housing deficit, even as fiscal consolidation limits the initiation of new projects.
Federal Government capital expenditure is projected to decline from N26.19 trillion in 2025 to N22.37 trillion in 2026,
reducing the pipeline of fresh infrastructure projects; however, substantial rollover spendingfrom ongoing commitments
will sustain baseline demand. The LagogjCalabar Coastal Highway, with financing oversubscribed by over $100 million,
accelerated construction, and Section 1 nearing public opening, is expected to remain a major cement offtake driver.
Additional federal initiatives, including the Carter Bridge rejuvenation and other road expansions, further reinforce
demand stability .

Structural housing needs continue to underpin the sector. The Federal Ministry of Housing & Urban Development
(FMHUD) estimates that Nigeria requires approximately 550,000 new housing units annually to addressthe persistent
housing deficit, a figure highlighting long-term, ongoing construction requirements. Government-led programmes,
including the Renewed Hope housing initiative and state-level publicgprivate partnerships, are expected to contribute
steady incremental activity, supporting cement demand acrossurban and peri-urban areas.

Sentiment indicators such as the Manufacturing and Cement PMIs may remain subdued in early 2026, reflecting a
cautious operating environment amid fiscal tightening and ongoing macro adjustments. Financing conditions are likely to
remain moderately supportive, enabling firms to manageworking capital efficiently and maintain operational continuity .
Overall, the sector enters 2026 with stable, structurally supported demand driven by multi-year infrastructure projects
and the n at i bGaudihg backlog, positioning it for consistent value-added growth despite a tightened fiscal
environment.
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Overview

At the beginning of 2025, Ni g e rtdleeorsiunications
sector continued to face significant pressures arising from
lingering currency volatility, as operators continued to
manage substantial dollar-denominated obligations. The
persistent foreign-exchangeimpact drove elevated finance
costs and contributed to sector-wide net losses,
accentuating the sensitivity of industry earnings to
macroeconomic fluctuations. In response and recognising
that the last tariff adjustment had beenimplemented over
a decade earlier in 2013, the Nigerian Communications
Commission (NCC) approved a long-overdue 50% tariff
increase, effective 11 February 2025. This adjustment
provided essential pricing flexibility to support cost
recovery, safeguard network operations, and enhance the
long-term sustainability of the sector.

The NCC justified the increase basedon elevated inflation,
persistent foreign-exchange instability, and the resulting
escalation in operating and capital expenditure
requirements. The policy objective was clear: to restore
financial sustainability across the industry and ensure
operators retain the capacity to invest in network
expansion, service quality, and digital infrastructure . As
part of the approval framework, the NCC also imposed
stricter obligations on operators, mandating measurable
improvements in network performance within three
months and putting in place heightened regulatory
oversight, including more stringent penalties for non-
compliance.

The reform had an immediate signaling effect on capital
markets. Investor sentiment toward telecom equities
improved notably asthe tariff adjustment provided clearer
earnings visibility, reduced downside risk, and
strengthened the medium-term cashflow outlook for
listed operators. Overall, the decision marked a pivotal step
in rebalancingthe s e ¢ t exandirécsand re-establishing a

foundation for sustainable growth and investment
momentum.
The Telecommunications Sector and Tax

Reforms

The Nigerian Taxation Act (NTA), effective from 1 January
2026, represents a structural overhaul of the fiscal
environment for ICT operators, introducing a more
coherent and modernised tax framework. For the
telecommunications sector in particular, the act replaces a
previously fragmented levy structure with a streamlined
systemintended to enhancetransparency, reduce

compliance frictions, and align fiscal policy with national
development priorities .

A key feature of the new regime is the introduction of a
unified Development Levy, which consolidates multiple
earmarked taxesHincluding the Tertiary Education Tax, IT
Tax, NASENI Levy, and Police Fund LevyHinto a single 4%
levy applied on assessable profits (profit before capital
allowances and tax losses) The proceeds are ring-fenced
for priority national initiatives, including education, student
financing, technology development, and engineering
infrastructure, encompassing facilities and systems that
support innovation, industrial growth, and technical
capacity building. For telecoms operators, who historically
faced overlapping and often duplicative levies, the
consolidation materially simplifies the administration of tax
and improves the predictability of fiscal obligations.

The overall financial effect of the Development Levy will
vary by operator. While the unified levy generally offers
cost efficiencies relative to the prior system, its baseH
taxable profit before depreciation and loss relief Hdiffers
from the accounting profit base used for the IT Tax and
NASENI Levy. As a result, the benefit will depend on
individual o p e r a prafitability profiles and the scale of
their capital expenditure programmes. Despite this nuance,
market expectations broadly suggestthat the majority of
ICT players will experience net relief under the new
structure . Importantly, the A c t dddsion not to impose
excise duties on telecoms services further limits cost
escalation and supports continued investment in digital
infrastructure .

The NTA alsorevises the capital allowance regime, moving
all qualifying capital expenditure to a straight-line
deduction model over the a s s aigefdldife. This replaces
the mixed system of initial and annual allowances
previously applied and is intended to simplify compliance
and improve consistency. A significant change for the
telecoms sector is the reclassification of mast
infrastructure as qualifying expenditure eligible for a
straight-line allowance at 10% per annum. This extends the
recovery period relative to the earlier four-year schedule
available under the plant and machinery category. Given
the capital-intensive nature of network roll-outs, the
elongated cost-recovery timeline may influence investment
planning, assetreplacement cycles, and dividend-payout
considerations.
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In addition, the act introduces mandatory e-invoicing and VAT fiscalisation, alongside a broader scope for input VAT
recoverability, now including VAT incurred on services and fixed assetstied to vatable supplies. However, recovery

challengesmay persist for telecoms operators whose customers are required to withhold VAT at source. In such cases,
companiesmay request refund processingwithin 30 days,after which unreimbursed amounts can be offset againstother

federal tax liabilities . These measuresreduce liquidity pressuresassociatedwith VAT deductions, strengthen reporting

discipline, and contribute to amore operationally efficient tax environment.

Collectively, the tax reforms are set to reshape sector economics from 2026 onwardHbalancing reduced levy
fragmentation with a more structured capital-allowance regimeHwhile reinforcing the policy objective of a more
sustainable,investment-supportive digital economy.
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Telecommunication Sector: MTN Nigeria

Ti1 June 2025, the NCC approved a three-year national roaming agreemerit

betweem MTN Nigeria and 9Mobile,

enabling Telecommunications Services

Limited (9Mobile) subscribersto roam on MTAN Hiasionwide footprint.T

Overview

MTN Ni g e 2G2mdfesating environment was defined by
acombination of significant regulatory decisions,improving
macroeconomic conditions, and strong commercial
execution. Collectively, these factors supported a broad-
based financial recovery and strengthened the c o mp a
long-term strategic positioning.

Regulatory and Strategic Developments

The year featured a series of material regulatory decisions
that bolstered MTN Ni g e specirdarsportfolio, enhanced
network capacity, and deepened industry collaboration. In
January, MTN secured renewals for its 800MHz spectrum
assets The first 800MHz licence (Channel 1) was renewed
for ten years from January 2025 to December 2034, while
the secondlicence (Channel 2) was extended by four years
to harmonise both licences to a unified expiry date of
December 2034. This alignment strengthens long-term
network -planning certainty and supports more efficient
spectrum utilisation .

In June 2025, the NCC approved a three-year national
roaming agreement between MTN Nigeria and 9Mobile,
enabling Telecommunications Services Limited (9Mobile)
subscribers to roam on MT N fhationwide footprint . The
arrangement enhances service continuity for customers
while promoting industry -wide resource optimisation and
network sustainability .

Further consolidation of network capacity came in
September when the NCC authorised MTN to lease
spectrum from T2 Mobile (formerly 9Mobile). Effective
October 2025, MTN will lease 5MHz in the 900MHz band
and 15MHz in the 1800MHz band for three years. The
lease supports the national roaming agreement by ensuring
MTN hassufficient bandwidth to absorb incremental traffic
from T2 users. The integrated structure Hcombining
spectrum trading and roamingHdemonstrates MTN
Ni g e rcomanithsent to infrastructure sharing, network
efficiency, and broader digital-inclusion objectives.

Financial Performance

MTN delivered a robust rebound this financial year.
Revenue grew strongly across Q1, H1, and 9M, supported
by tariff adjustments, stabilising FX conditions, and
sustained demand for data services. Data remained the
nlargest contributor to financial performance throughout
the year, reflecting higher consumption, rising traffic
volumes, and ongoing subscriber expansion. Voice revenue
also improved, aided by increased activity following the
tariff review.

EBITDA strengthened significantly, with  margins
expanding due to revenue growth, ongoing efficiency
measures, and the material cost savings generated from
revised tower -lease agreements. Operating expensesrose,
reflecting inflation and currency effects, but were partially
offset by lease renegotiations and disciplined cost
management Foreign-exchange losses contracted sharply
through the year as the naira stabilised, culminating in a
sizeable FX gainby 9M 2025.

Profitability improved meaningfully, with Profit Before Tax
recovering from lossesrecorded in 2024 to strong positive
levels across H1 and 9M. Profit After Tax followed the
same trend, supported by revenue growth, margin
expansion,and favourable currency movements.
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TMMiao e g teupgeaded FY25 guidance to target service revenue and EBITIDA
growth in the low-50%range,alongsidea full return to positive retained earnings
and net assets From 2026 onward, MTN expects service revenue growth in at
least the low-20%range and an EBITIDAmargin of 53¢g55%i'

Operational and Investment Highlights

Subscriber growth remained resilient despite stricter SIM registration rules introduced by regulators. Active data users
increased steadily, supported by continued investment in network capacity and coverage. MTN advanced several
strategic infrastructure projects, including the rollout of its Tier-3 Dabengwa Data Centre and fibre-to-the-home
deployments, reinforcing its digital-services strategy. Fintech adoption expanded,with growth in active wallets over the
period.

Capital expenditure remained elevated in line with network -expansion priorities, contributing to higher total assets
However, capexintensity is expected to moderate as major projects mature and free cashflow strengthens. Liquidity
improved further asthe company settled outstanding USD exposures,reduced Naira-denominated debt, and improved
its effective borrowing cost.

Following sustained momentum, management upgraded FY25 guidance to target service revenue and
EBITDA growth in the low-50% range, alongside a full return to positive retained earnings and net assets.
From 2026 onward, MTN expects service revenue growth in at least the low-20% range and an EBITDA
margin of 53¢55%, assumingstable macroeconomic conditions and no further price adjustments.

Overall Assessment

MTN Ni g e RG2mdgeyating environment was defined by a successionof material regulatory approvalsthat reinforced

its spectrum position, expanded capacity, and deepened industry collaboration. These approvalsHspanning tariff
adjustments, multi-band spectrum renewals, national roaming permissions, and additional spectrum leasesH collectively
enhancedthe ¢ o mp a abilit{f ® sustain network quality and accommodate sector-wide traffic growth . Importantly,

the year also marked a major financial inflection point. Consistent with management guidance, MTN Nigeria restored
positive retained earningsand s h a r e h equity & rN&4&.7bn (Dec 2024: gN607.5bn) and N293.1bn (Dec 2024: ¢
N458.0bn), respectively, while EPSreboundedsharplyto N35.77 from gN24.51 in the prior period. This decisive recovery,
underpinned by improved pricing flexibility and strengthened operational fundamentals, underscoresthe c o mpany H
renewed financial resilience and reinforces its capacity to monetise its enhancedspectrum assetsand deliver sustainable

value goinginto 2026.

80



CORONATION

COUNTRY REPORT| SECTOR UPDATE December 2025

Telecommunication Sector: Airtel Africa

Overview

Airtel A f r i opemating environment in 20252026 was characterised by a sharp rebound in profitability, strengthened
financial discipline, and enhanced shareholder-return initiatives, despite persistent macroeconomic volatility across
several key markets. The Group demonstrated improved execution across its mobile services and fintech segments,
supported by rising data adoption, strengthened network capacity, and a more stable regulatory and currency
landscaperelative to the prior year.

Strategic Capital Actions and Shareholder Returns

A significant highlight of the year was the continued execution of the C o mp a rU$sHE million share buyback
programme. Following the completion of the first tranche in early 2025, Airtel Africa commencedthe secondtrancheH
valued at up to US$55 millionHin partnership with Barclays Capital Securities Limited. Under the arrangement,
Barclays operates as a riskless principal with full execution autonomy, including during closed periods. All repurchased
shares are designated for cancellation, reinforcing the p r 0 g r a comeelfjestive of capital reduction and long-term
value accretion.

Financial Performance Summary

Airtel Africa delivered a marked improvement in its financial performance over the 2025 financial year, highlighting a
strong recovery from the prior y e a los3es Importantly, the Gr o unegdrsing cycle runs from 1 April to 31 March,
meaning that its Q1 and H1 2026 results fall within FY2026. These early-2026 disclosures provide valuable forward -
looking context, confirming that the operational and financial momentum establishedin FY2025 continued into the new
financial year.

The Group returned to profitability in FY2025, reporting a profit after tax of US$328 million Ha sharp turnaround from
the US$89 million loss recorded in the preceding year. The recovery was driven by improving revenue trends,
disciplined cost management, and a reduction in derivative and foreign-exchange losses Full-year revenue declined
marginally by 0.5% y/y in reported currency terms due to significant devaluations in Nigeria, Malawi, and Zambig;
however, underlying trends strengthened, with Q4 2025 revenue accelerating 17.8% y/y on the back of currency
stabilisation and continued customer growth .

EBITDAdeclined 5.1%y/y to US$2.30 billion, largely reflecting adverse FXtranslation effects. Nonetheless, operational
efficiency gainssupported sequential margin expansion,with EBITDA marginsimproving from 45.3% at the start of the
year to 47.3% by year-end. Financing costs increased materially, driven by tower -contract renewals and a strategic tilt
toward local-currency borrowing to mitigate future FX-risk exposure. The effective tax rate alsorose, compressingpre-
tax profitability .

Capital expenditure contracted 9.1% y/y as certain data-centre investments were deferred, while FY2026 capex
guidance was set at US$725¢750 million to support continued network investment. The Group strengthened its
balance sheet through substantial deleveragingHrepaying US$702 million in USD-denominated borrowings and fully
settling US$550 million in HoldCo debtHalthough reported leverage increasedto 2.3x due to lower translated EBITDA
and higher lease-adjusted obligations.
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TTmehrew Nigerian Tax Act (NTA), effective January 2026, introduces a
simplified, unified Development Levy while preserving incentives for capital
investment, including straight-line capital allowancesfor network infrastructure
suchasmastsT

Conclusion

Overall, Airtel Af r i resaltd seflect a successful operational and financial turnaround, driven by stronger revenue
diversification, margin improvement, cost discipline, and progress on balance-sheet optimisation . The continuation of this
momentum into early FY2026 reinforces confidence in the Gr o uqapsity to deliver sustained growth and enhanced
shareholder value over the medium term.

Looking ahead,the sector-wide implementation of the new Nigerian Tax Act (NTA), effective January 2026, introduces a
simplified, unified Development Levy while preserving incentives for capital investment, including straight-line capital
allowances for network infrastructure such as masts. The NTA is expected to reduce compliance complexity, provide
clearer alignment between taxable profits and strategic investment decisions, and support long-term industry
sustainability . Combined with the full-year effect of the 50%tariff adjustment, these reforms are anticipated to expand
revenue growth, margin expansion,and improved cashflow generation.
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The Current Landscape

The Nigerian power sector is undergoing a significant
transition driven by  regulatory restructuring,
infrastructure upgrades, and renewed private sector
interest. After years of persistent outages, liquidity
shortfalls, and operational inefficiencies, the industry is
gradually stabilizing as reforms take hold and investment
flows into generation, transmission, and distribution
assets

2024-2025: Pivotal Developments

Following a prolonged period of erratic supply and stalled
reforms, the sector began showing signs of recovery in
2024. The implementation of the Electricity Act 2023,
which decentralized the electricity market and empowered
states to regulate their own power systems, marked a
turning point, opening the door for sub-national generation
and distribution projects.

On the operational side, available generation capacity
improved modestly, supported by better gas supply
coordination, incremental grid investments by the
Transmission Company of Nigeria (TCN), and
performance-based interventions across  several
Distribution Companies(DisCos).

Momentum continued into early 2025, with several states,
including Enugu, Ekiti, Ondo, and Imo, activating their
electric power markets. But despite these improvements,
the s e c t finarial health remained fragile. DisCos
continued to face liquidity constraints, driven by non-cost-
reflective tariffs (particularly in non-Band A categories),
high technical and commercial losses, and gas pricing
challenges

The s e ¢ t siractdral weaknesseswere reflected in the
national grid reliability issues,recurrent partial collapses,
and a distribution system struggling with ageing
infrastructure . Electrification levels remained below 60%,
underscoring the urgent need for deeper reforms, fresh

2025 Operational
for Change

Performance and Catalyst

In Q2 2025, the average energy offtake by DisCos was at
was 3,582.62 MWh/h, which represents a decreaseof
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199.32MWh/h  (-5.27% g/q) compared to the
3,781.94MWh/h recorded in Q1. During the quarter, the
average available generation capacity of the grid-
connected power plants increased by 28.84 MW (+0.54%)
to 5,395.72 MW . However, the average hourly generation
and total output decreased by 5.65% and 4.60%,
respectively, which can be attributed to a decreasein load
offtake by grid-connected customers.

The average transmission loss factor in Q2 2025 was
8.58%, an improvement from the 9.00% recorded in Q1.
Despite this progress, the factor still exceeded the 7%
target set. Consequently, the Transmission Service
Provider (TSP)will not earn its full revenue requirement,
incurring a cost of N17.97bn for this underperformance.
Notably, there was no incidence of system disturbance on
the National Grid in Q2.

The Federal Government is in advancedtalks with C h i
Export-Import Bank for a US$2 billion loan to build a new

electricity super grid, designed to tackle Ni g e rlonga H's

standing power supply challenges as an alternative to the
existing national grid.

In 2019, the Federal Government signed an
implementation agreement for the Nigeria Electrification
Roadmap with Siemens The first phase of the project
focused on essential and quick-win measuresto increase
the system’send-to-end operational capacity to 7,000 MW
has been completed, the second phase targets remaining
network bottleneck’s to enable full use of existing
generation and distribution capacities, bringing the
systems operational capacity to 11,000 MW is currently
ongoing, while third phase to develop the system up to
25,000 MW is yet to begin. This project is designed to
upgrade and expand the Nat i opowis supply in
generation, transmission, and distribution .

The government has also approved a N4 trillion bond to
clear verified generation and gas supply debts. This move
seeksto eliminate legacy debts that have stifled growth,
strengthened the financial standing of utility companies,
and enhancedthe reliability of power supply nationwide. It
represents a major step by the federal government
towards restoring financial stability and investor
confidence in the sector.
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Chart 2.18: Limited Utilisation Despite High Installed Capacity
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Cautious Optimism in 2026 Outlook

The outlook for Ni g e rpbowedsector is cautiously optimistic, given current reform momentum and targeted
interventions . Key pillars of this optimism include ongoing grid capacity expansion, regulatory decentralisation, debt
resolution, tariff reform, and meeting the universal electricity accesstarget by 2030.

A new dimensionisemergingin Ni g e energyfusure : agrowing wave of investment in renewables, notably solar mini-
grids and hybrid systems. Their penetration remains low currently, but their potential to reshapethe sector is significant.
These decentralized solutions can reduce loads on the central grid, increase accessin underserved areas, and provide
environmental benefits.

DisCos will also be required to meet a minimum capital adequacythreshold to qualify for license renewal in 2028. This
reform, all things being equal, should boost infrastructure investment andimprove supply reliability .

However, for this cautious optimism to translate into a sustained transformation, the various initiatives must overcome
significant hurdles. Renewable energy projects need to scale dramatically, grid expansionsand decentralized solutions
must be strategically aligned, significant new capital from the private sector is required, and all reforms require
consistent and effective regulatory enforcement to ensure alasting impact.
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Overview

The section of the report excludes crude petroleum and
natural gas,and discussesthe Coal Mining, Metal Ores,and
Quarrying & Other Minerals. The sector is largely dominated
by informal small-scale miners but increasingly
transforming into the formal economy.

Ni g e rniinangt sector is undergoing one of its most
important transformationsin decades The sectorrecordeda
strong32.49%yly expansionin the Q3 GDPreport, with total
output rising to N287.37bn from N216.91bn in the same
period last year. Metal Ores remained the primary driver,
accounting for 66.38% of total sectoral output, followed by
Quarrying & Other Minerals at 27.34%, and Coal Mining at
3.85%. The third-quarter 2025 GDP results also highlight
broad-based improvement acrossall three subsectors,with
Coal Mining, Metal Ores, and Quarrying & Other Minerals
posting year-on-year growth rates of 36.97%, 27.80%, and
43.65%, respectively

Historically, mining production figures from the GDP data
have shown sharp swings from one quarter to the next,
with the different sub-sectors signalling spasmodic
performance. Conversely, the data from the first nine
months of 2025 shows a more confident picture. The
growth discussed is neither random or temporary; it
reflects deeper changesin the industry, driven by stronger
regulation and reforms, tightening security, and formalizing
the mining environment. Thesereforms include creation of
the National Miners Cooperative Scheme (NMCS) and
Digitalisation of the Minning Cadastre launched in 2024
and 2025, respectively. This has supported rising domestic
demand, better coordination, and a surge in private
investment, which ultimately contributed to these
improved figures. We now see the Nigerian mining sector
shifting from unpredictable and fragmented to structured,
and increasing its contribution, although in small steps at
first, to economicgrowth.

CoalMining

In the Coal Mining Sub-Sector, the GDP data follows a
guarter -specific seasonality trend for the last three years.
The data typically shows low output in the first and third
quarter of the year, while indicating a surge during the
second and fourth quarters. The second quarter is also
regularly observed to have the highest output within the
period under review. Despite the seasonalfluctuations, the
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cumulative output for 9M 2025 reached N11.43bn,
exceedingthe N10.79bn recorded in the full year of 2024.

Following the aforementioned seasonality, this year began
with amodest N1.67bn in the first quarter, consistent with
the s e ¢ t slowitarts in previous years. This changed
sharply in secondquarter, which sawa 412.75%q/q growth
to N8.58bn. This surge was largely driven by a structural
shift in demandfrom Nigeria's industrial base,most notably
the cement industry. Cement manufacturers, led by
Dangote Cement and BUA Cement, now often consider
coal acheaperand more stable alternative power source to
gas Although the third quarter output dropped by 86.28%
g/g to N1.18bn, this was in tandem with the typical
seasonality observed in the last three years.

On the supply side, the s e ct atruttwse changed
significantly . Private operators such as Dangote Industries
and the BUA Group intensified backward integration into
coal mining resources in Kogi, Enugu, Benue, and Sokoto.
However, the needs of these conglomerates may not be
adequately satisfied with their in-house production efforts
alone. Therefore, there is likely to be additional demandto
be met by third-party coal miners, increasing overall
demand. We conclude that the sub-sector trended higher
despite seasonaldisruptions in the first and third quarters,
partially offset by structural improvements.

TO@vaé miaing | sector output grew to
N287.37bn in Q3 2025, marking a
32.49% year-on-year expanmsion from
N216.91bn in the sameperiod last year,
withy all three sub-sectors Coal Miniing,
Metal Ores, and Quarrying & Other
Minerals showing simultaneous positive
growth of 36.97%, 27.80%, and 43.65%
respeciively, indicating broad-based
momentum beyond seasonal
fluctuatothsi at i ons AR
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Metal Ores

Metal Ores showed a different but consistent pattern in
the GDP data over the last three years. The second and
third quarters of the year were observed to have the
lowest output, while the first and fourth quarters were
typically the highest. The highest quarter was consistently
the fourth . The GDP data for the first nine months showsa
notable expansion, rising to N190.75bn, well above the
N149.26bn recorded for the full yearin 2024.

In line with the typical pattern, the first quarter of the year
recorded the highest quarterly performance at N122.93bn,
suggesting strong global demand and rising construction
activity within this quarter. This growth was supported by
tighter regulatory measures that limited illegal mineral
exports and ensured more minerals were sold through the
formal economy.

As expected, the subsector data shows that production
output fell sharply by 84.61 g/q in Q2, but this is a familiar
pattern driven by export timing rather than weak
production.

Shipmentslikely cluster around specific months and may be
tied to international buyer schedulesand logistical factors.
Following the same pattern, output rebounded strongly in
the third quarter to N48.90bn, representing a 158% q/q
increase,reinforcing that the Q2 decline was a seasonaldip,
not a sign of weakening activity .

This recovery was also partially supported by the growing
importance of mining cooperatives, which now help small-
scale miners pool their minerals, negotiate better prices,
and schedule bulk exports more effectively. The overall
direction is boldly upward, supported by increased
production anticipated in the first and fourth quarters of
the year due to demand cycles. The sector continues to
expand its scale and is becoming a more reliable
contributor to the economy.

Quarry and Other Minerals

Quarrying and Other Minerals delivered a growth of
43.65%Yyly, with a cumulative output of N85.20bn in the first
nine monthsof the year. However, aswith other sub-sectors,
a pattern was observed during the quarterly performance.
A typical low output in the first quarter is followed by a
remarkable surgein secondand fourth quarters, with the
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highest performance usually the last quarter of the year.

Quarterly Seasonality Patterns

Coal Mining
Distinct bimodal peaks in Q2 & 04 driven by
industrial energy demand. O2 consistently strongest.

[Peak;'. 02804 ]

Metal Ores

Unigue 1 & Q4 peaks tied to export schedules and
global demand cycles.

[ Peaks: Q1 & Q4 ]

Quarrying & Other Minerals

Construction-driven cycles with major Q2 surge and
highest annual owutput in Q4

[ Peaks: Q2 & Q4

L8

Key insight
Quarterly fluctuations follow predictable seasonal patterns.
Dips are cyclical, not indicative of sector weakness . All three
sectors showed strong growth in Q3 2025 despite seasonal
patterns

Given the observed seasonal pattern, the first quarter of
the year recorded the lowest output so far, likely linked to
demand cycles for key projects. For the first nine months,
the second quarter recorded the highest surge, showing a
growth of 22,292.18% g/q to N61.38bn. This may also be
linked to growing infrastructure need within the country.
The GDP outputs dropped in the third quarter to
N23.54bn, a 61.65% g/q decline, and is expected to rise
significantly in the fourth quarter, following the pattern
experienced in previous years.

Large national projects suchastheT Co a Blt g h wthey T ,
T Re n e Me pl &dusing program, and other major road

developments across several states contributed to this
substantial growth through demand for building materials
like crushed stones,limestone, granite, and laterite .

The strong demand for construction materials is more

importantly, tied to long-term infrastructure needs,
meaningthe increased activity is likely to continue.
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ATHET fowtlook for 2026  projects
continued growth across all mining
subsectors, driven by established
seasonalpatterns and ongoing reforms
Coal Mining is expectedto maintain its
Q2/Q4 peaks due to steady industrial
demand Metal Ores should see strong
Q1/Q4 performance as formalization
and cooperatives improve export
efficiency. Quarrying will be supported
by sustained infrastructure projects,
withi robust Q2/Q4 output anticipated.
Overall, sector formalization and
investmentare likely to reducehistorical
volatility;, supporting more stable,
upward growth in 2026+ H

Conclusion& Outlook
Conclusions

The 2025 performance of Nigeria's solid minerals sector
marks a potential pivot from a historically informal and
fragmented industry toward a structured, formal, and
strategically significant pillar of the national economy. The
implementation of key initiatives like the National Miners
Cooperative Scheme (NMCS) and the Digital Mining
Cadastre has begun to instil order, enhance coordination,
and attract significant private capital. This institutional
framework has successfully channelled burgeoning
domestic demand from industrial giants and flagship
infrastructure projects into recorded economicoutput.

2026 Outlook

The outlook for 2026 is for the consolidation of this new
growth trajectory, directly shaped by the established
seasonalpatterns and the continuing integration of recent
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reforms. The sector's performance will likely be
characterized by predictable quarterly fluctuations, yet
within a context of heightened annual output . Coal mining
is expected to follow its pronounced seasonality, with its
most significant contributions to GDP anticipated in the
second and fourth quarters, driven by sustained demand
from cement manufacturers for whom coal remains a
critical energy source. The Metal Ores segment will
continue to see its highest outputs in the first and final
quarters, aligning with global demand cycles and more
coordinated export schedules facilitated by mining
cooperatives. Similarly, Quarrying and Other Minerals will
experience its major surges in the second and fourth
quarters, propelled by the unabated needs of large-scale
national construction projects.

This observed seasonally patterned growth will be the
deepeningimpact of formalization in the coming years. The
digital cadastre will continue to improve the transparency
and security of mineral rights, attracting further
investment. Meanwhile, the National Miners Cooperative
Schemeis expected to bring a greater volume of artisanal
production into the formal economy, stabilizing supply
chains and improving revenue capture for both miners and
the government.
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System liquidity has remained notably strong in 2025, a
sharp reversal from the negative close of N166.29bn at the
end of 2024. Liquidity expanded from N353.26bn at the
start of the year to N1.80tn, though not without
fluctuations. Average liquidity was tight in Q1 (g
N293.21bn) due to mild monetary tightening but improved
significantly to N807.64bn in Q2 and N1.22tn in Q3. This
liquidity was from maturity payments, NTB and OMOs
coupons, FAAC and CRR refunds and resulted in the
broadly bullish tone in the fixed income market.

Treasury Bills Market Review ¢ Year to Date (asat 30 Nov
2025)

Year-to-date, the Nigerian Treasury Bills (NTB) market
reflected a dynamic interplay between buoyant liquidity,
moderating inflation expectations, and shifting monetary
policy guidance Yields across Nigerian Treasury Bills
(NTBs) followed a clear three-quarter easingtrajectory in
2025Hinitial  firmness in  Q1, moderation in Q2,
pronounced declines in Q3, and steady rate as of
NovemerHdriven by shifting inflation dynamics, sustained
liquidity, and calibrated policy actions by the Central Bank
of Nigeria (CBN)and the Debt Management Office (DMO).

The Debt Management Office (DMO) hasso far conducted
twenty -four NTB Primary Market Auctions (PMAS) this
year, largely maintaining its two-auction-per-month
schedule.

Q1 2025: Stop rates ranged between 17.00% p.a. and
22.62% p.a. across the 91-, 182-, and 364-day papers as
strong subscription levels met the D MO Hcoanservative
issuancestance. Theinflation rate wasrebasedfrom 34%in
Dec 2024 to 245% in Jan 2025, improving investor
sentiment. The DMO allotted N5.54tn against an offer of
N5.12tn despite total subscriptions of N15.02tn, reflecting
strong preference for risk-free assetsamid ample liquidity .

Q2 2025: Ratesbeganto ease,with stop rates on the 91-,
182-, and 364-day bills moderating by 18bps, 15bps, and
51bps respectively to 17.80%, 18.35%, and 18.84% p.a. by
guarter -end. The movement aligned with a steady year-on-
year decline in inflation and a stable policy outlook . Despite
lower yields, demand remained robust, prompting the
DMO to oversellHissuing N2.97tn versus a N2.86tn offer
andtotal subscriptions of N7.47tn.

Q3 2025: The downward trend in yields persisted, with
stop rates falling further to 15.00%, 15.30%, and 16.78%
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p.a across the 91-, 182-, and 364-day papers by
September. This reflected continued disinflation and the
month-on-month moderation in July and August, which
prompted the MPC to cut the policy rate by 50bps to
27.00%. Despite atotal subscription of N5.37tn, the DMO
maintained a measured stance, allotting N1.90tn against a
N1.76tn offer Han oversale of N139.20bn.

November 2025: The stop rate held steady within October
and November, with rates remaining unchangedat 15.30%,
15.50%, and 16.04% p.a. acrossthe 91-, 182-, and 364-day
papers by November. Given the upward movement in the
month-on-month inflation in October, the MPC decided to
hold the monetary policy rate steady at 27.00%. The period
recorded a total subscription of N4.28tn, the DMO
similarly maintained a measured stance, allotting N2.60tn
againstaN2.22tn offer Han oversale of N377.85bn.

Year-to-date (30 November 2025): Cumulatively,
N13.00tn has been issued YTDHN1.04trn above the
N11.96tn offered. Effective yields have declined YTD by
294bps, 358bps, and 1,011bps across the 91-, 182-, and
364-day maturities respectively, reinforcing the y e a
sustained downward yield trajectory .

Complementing these developments, the CBN has
conducted twenty -eight OMO auctions YTD, offering
short-, mid-, and long-tenor bills at an average yield of
20.50%. Investor appetite remained strong, with total sales
of N3251tnAN16.12tn above the N16.40tn offeredH
affirming continued confidence in sovereigninstruments.

Overall, 2025 has been characterized by abundant
liquidity, resilient demand, and prudent issuanceH factors
that collectively fueled yield compression and sustained

r #s

bullish sentiment in the Treasury Bills market. The CB N #' s

accommodative policy stance,reflected in a 50bps rate cut
and adjustments to the CRRframework, while holding rate
in November setting the tone for a supportive stance for

Q4.
FGNBonds

The Nigerian Federal Government Bond (FGN) market has
navigated a dynamic path through the first three quarters
of 2025, characterized by distinct shifts in investor
sentiment. The year's narrative has been shaped by a
confluence of evolving supply dynamics, the steady march
of disinflation, and fluctuating system liquidity .
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Following a bullish commencement, the market entered a
cautious phase before a powerful rally as of November
2025, ultimately closingthe period on a constructive note.

The first quarter of 2025 opened on a cautious note, with
the January bond auction clearing around 22.60% levels as
tight system liquidity and cautious investor sentiment kept
the market bearish. By mid-February, however, renewed
liquidity inflows and growing policy optimism beganto shift
sentiment, triggering a strong rally in the bond market. The
turning point came with the D M O Feamoval of the 2035s
from its auction calendar H a move widely interpreted as
an effort to reduce borrowing costs and signal a more
deliberate issuancestrategy following the rebasedinflation
rate. This policy signal, coupled with expectations of
eventual monetary easing,spurred aggressivedemand for
long-dated instruments. The bullish momentum intensified
through March, driving a 104bps compression in average
secondary-market yields to 18.71%. The strength of this

December 2025

On a year-to-date basis,the auction participation remains
strong, with vyields contracting by 524bps and 600bps
acrossthe 5 year and 7 year papers,respectively.

Outlook

In summary, the FGN bond market's performance in 2025
YTD has been a direct reflection of the interplay between
issuancepatterns, liquidity conditions, and monetary policy
direction. While a mid-year supply shock briefly tested
resolve, the powerful disinflation trend, abundant liquidity,
and a supportive pivot from the Central Bank of Nigeria
(CBN) ultimately fuelled a significant rally. The market
concludes on a firm footing, setting a decidedly positive
tone aswe advanceinto the first quarter of the 2026.

Eurobond

The latest US$2.35 billion Eurobond issuance H split
between US$1.25 hillion (2036, Long10-year) and US$1.10

rally was affirmed at the March auction, where the D M O # Killion (2046, Long 20-year) H was priced at 8.625% and

N1.10 trillion offer acrossfour tenors drew N2.83 trillion in
subscriptions and N1.78 trillion in allotments, underscoring
robust investor confidence and renewed appetite for
duration.

A reversal emerged in the second quarter as initial
optimism was tempered by the reality of heavier
prospective supply and growing, yet uncertain,
expectations for a policy rate cut. In a surprising move, the
DMO moderated issuanceto N750 billion. Despite robust
subscription figures (N1.54 trillion), the cautious undertone
was evident. Primary market rates retracted sharply across
the curve (down 123-138bps),and secondary market yields
followed, shedding 33bps to average 18.38% as investors
adopted a defensive stance in anticipation of tighter
funding conditions.

Sentiment turned decisively positive from the third quarter
till date, marking the most vibrant period of the year. This
rally was underpinned by a potent mix of strong system
liquidity, a neutral policy shift following the Monetary
Policy Committee's (MPC) unexpectedly holding rate in
November, and strategic supply from the DMO. The
introduction of a new 2030 bond and a re-issuance of the
2032 tenor were well-received. A total auction offering of
N1.20trn was met with an astounding N3.54 trillion in
demand, highlighting the renewed confidence.

9.125%, respectively, and attracted a record US$13 billion
in orders, representing an oversubscription of about 453%
(US$10.65 billion). This compares favourably with the
US$2.2 billion raised in December 2024 across the 2031
(9.625%) and 2034 (10.375%) tranches, which drew an
orderbook of just over US$9 hillion. The lower pricing
despite longer maturites and a larger issue size
underscores a significant improvement in investor
sentiment toward Ni g e rdreditH eutlook and fiscal
management, reflecting stronger external confidence and
improved risk perception year-on-year.

In the short term, the issuance is expected to bolster
Ni g e extemd eserve position and enhanceFXliquidity
(supporting the naira), while providing the government
with fiscal spaceto partly finance its 2024/2025 budget
deficit and refinance maturing external obligations H
thereby alleviating pressure on domestic borrowing and
local-market yields.

However, from a risk perspective, the transaction
increases external debt service obligations and heightens
exposure to exchangerate fluctuations. While investor
demand is a positive signal, the reliance on Eurobond
financing underscores vulnerabilities in Ni g e mevemud®s
base and exposesthe country to potential global market
shocks.

89



CORONATION

COUNTRY REPORT December 2025

Report Contributors
Gbemisola Adelokiki
Oil & Gas and Telecommunication Analyst

Temilola Adeyemi
Data & Quantitative Analyst

BlessinglIshola
Banking Analyst

Deborah Adebayo
Economic Research Analyst

Goodluck Tamunotonkaye
Cement Analyst
Sadiq Tijani
Agriculture & Consumer Goods Analyst

llerioluwa Adeniran
Research & Strategy Analyst

Naomi Ajayi
Economic Research Analyst

Somto Onyele
Insurance Analyst



CORONATION

COUNTRY REPORT December 2025

Disclaimer & Disclosures

This report has been prepared by the Research Department of Coronation Merchant Bank using sources believed to be
reliable, trustworthy, andfactually accurate; however, the ResearchDepartment hasnot independently v e r i thiesedources
of information, and Coronation Merchant Bank does not vouchsafe the accuracy of these. No guarantee is given asto the
independence of the sourcesthemselves. Readersintending to act upon the contents of this report are advisedto make their

own enquiries. The ResearchDepartment hasnot independently v e r i thfiesedourcesof information .

A 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 v e r i infdepdndently. No liability is accepted for errors or omissionsof 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 o f n @ndgdvernment sources,and processedin arriving at the opinion(s) expressedin

this report . approval or advice to buy or sell securities.

A Neither Coronation Merchant Bank, its directors, employees and contractors, nor its subsidiariesand a f A | iner the
directors, employees and contractors of its subsidiariesand a f n | iaecéps3responsibility for lossesor 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, asaresult of any decision taken after reading this report . Clients of Coronation Merchant
Bank, and of its subsidiariesanda f A | iwhotreadsthis report, should not rely on it for the purposes of making investment
decisionsand 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,
exchangerate liquidity, trading costs, settlement and custody. Clients of Coronation Merchant Bank, and of its subsidiaries
anda f n | iwad read this report, should assesstheir own investment objectives and n n a n capagzities when taking
investment decisionsand should consult arelevant i n a n advisedin these respects.

A This report is intended for corporate and institutional clients of Coronation Merchant Bank, and of its subsidiaries and
af Al iwhete¢hsse clients are regulated and professional investment customers and market counterparties . This report
isnot intended for individual investors.

A This report is not intended for distribution to, or use by, any person or entity in any jurisdiction or country where such
distribution or usewould be contrary to law or regulations.

A Coronation Researchis a department within Coronation Merchant Bank which supplies research servicesto Coronation
Merchant Bank and is ring-fenced with regard to the activities of Coronation Merchant Bank. The Chief Economist,
contractors and employeesof Coronation Researchdo not receive any non-public information regarding the investments
or investment objectives of Coronation Merchant Bank.

A Coronation Merchant Bank and its subsidiariesanda f 1 | araincergorated under the laws of the Federal Government
of Nigeria and are licensed by the Central Bank of Nigeria, by the Securities and ExchangeCommission of Nigeria and by

other relevant regulatory authorities in their respective i e | oflbaisiness
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A Coronation Merchant Bank and its subsidiariesanda f n | araincergorated under the laws of the Federal Government
of Nigeria and are licensed by the Central Bank of Nigeria, by the Securities and ExchangeCommission of Nigeria and by
other relevant regulatory authorities in their respective n e | oflbaisiness

A 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, asauthor(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") asthese laws may
affect the production, publication and distribution of this report.

A Where this report is distributed to clients and potential clients of Coronation Merchant Bank, and of its clients and
af nl iinahe BusopeanUnion ('EU'),including the United Kingdom ('UK"), this report is either: a) distributed by virtue of a
contract between Coronation Merchant Bank, its subsidiaries and a f n | iaadtthe slient for research services, or: b)

distributed asafree sample,for agiven period of time, pursuant to afuture contract for the sale of research services.

Conflicts of Interest

A The opinions expressed in this report concerning the company(es) and securities covered accurately represent the
personal views of the analyst(s)and Chief Economist,whose namesare 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 .

A The compensation of the analyst(s),and/or Chief Economist, mentioned at the beginning of this report, is not linked to the
recommendations, forecasts, estimates or opinions expressedin this report, nor to commissionsor spreadsor other gains
generated in trading securities, whether covered in this report or not.

A Thisreport is produced by the ResearchDepartment of Coronation Merchant Bank and may be used, after its publication,
by other departments of Coronation Merchant Bank for advisory or trading purposes,or otherwise for the assessmentof
companies and securities. However, it is the policy of Coronation Merchant Bank that no department i n Nu e the e s
opinions, estimates, forecasts or recommendations of the Research Department, nor is privy to the contents or
recommendations of the ResearchDepartment's reports and recommendations ahead of their publication. It is also the
policy of Coronation Merchant Bank that members of the ResearchDepartment are not privy to knowledge of advisory
mandates, or other n d u c irefatiogships engagedin by other departments. Coronation Merchant Bank, its directors,
contractors and staff, and its subsidiariesand a f n | iaral tha@rsdirectors, contractors and staff, and connected parties,
may have positions in the securities covered by this report, and may have advisory and/or other n d u c relationships with
companiescovered in this report . As such,this report should not be considered free from bias.

A By accepting this document, you agree to be bound by all the preceding provisions. The information contained in this
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