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FGN Budget - an expansionary stance in 2022

The 2022 FGN budget titled Economic Growth and Sustainability was signed by

Indicators NG
President Buhari on 31 December '21. The aggregate expenditure is estimated at
N17.1trn, which is 18% higher than the 2021 FGN aggregate expenditure of N14.6trn. Lileition veits INoveriber 212 2l
The aggregate amount allocated for capital expenditure in the 2022 budget is GDP (Q3°21,%) 403
N5.96trn. This represents 35% of total expenditure (above the 30% target set by the Gross Official Reserves 40.5
current administration) and is 14% higher than the 2021 provision of N5.23trn. The (05 January 22, USD bn)
budget has an estimated deficit of N6.39trn, approximately 4.1% of total GDP (in UK Brent (06 January 22, USD) 76.9
2020) and is slightly above the 3% ceiling set by the fiscal responsibility Act 2007 Source: Bloomberg, CBN, NBS, Coronation MB Research
(FRA).
The fiscal expenditure also comprises of statutory transfer of N869.7bn, debt service of 14.20% 13.98% 12.15% 12.40%
N3.6trn, sinking fund of N270.7bn, recurrent (non-debt) expenditure of N6.9trn, and special Mar-24 Feb-28 Jul-34 Mar-36
interventions (recurrent) of N350.0bn.
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The assumptions for the 2022 national budget include an oil price benchmark of USD62/b,
1.9mbpd in oil production, an exchange rate of N410.15/USD, GDP growth rate of 4.2% y/y

and an inflation rate of 13%. T-bill yields (06 January '22, %)
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Furthermore, the b.udget deflat is expected Fo t.)e flnanced by foreign borrowings of Apr-22 Jul-22 Oct-22 Nov-22
N2.6trn and domestic borrowings of N2.6trn, privatisation proceeds of N90.7bn, and multi-
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lateral/bi-lateral loan drawdowns of N1.2trn. Source: FMDQ, Coronation MB Research
Regarding debt sustainability, Nigeria's debt-to-GDP ratio stood at 30% at end-September

'21. It is relatively low when compared with other African economies such as Kenya (65%),

South Africa (80%) and Egypt (90%). However, the country’s debt service-to-revenue ratio

stood at 76% as at November ‘21, one of the highest among African economies.

The aggregate revenue available to fund the 2022 national budget is projected at N10.7trn.
The projected revenue is 32.3% higher than the previous year and comprises of an
estimated oil revenue of N3.4trn (31.3% of total revenue) and non-oil revenue of N7.3trn
(68.7% of total revenue).

Turning to revenue mobilisation, the FGN plans to grow the revenue-to-GDP ratio from
about 8% to 15% by 2025. In line with the 2022 budget's priorities, some critical policies in
the Finance Act 2021 that could assist with achieving this include the imposition of excise
duty on non-alcoholic, carbonated and sweetened beverages as well as the technology
reforms by the Federal Inland Revenue Service (FIRS) to enhance tax administration and
increase revenue.

Based on our estimates, between January to November ‘21, the FGN's expenditure is 5.9%
lower than the prorated budget of N13.4trn while the revenue is 25.9% less than the
prorated budget of N7.4trn. Additionally, we note that debt servicing is 38% higher than
the prorated budget of N3.0trn.
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The FGN aims to further strengthen frameworks for concessions and public-private partnerships (PPP) as well as explore opportunities in green
finance, such as implementing the sovereign green bond programme and debt-for-climate swap mechanisms. The national budget is expected to
target the financing of critical development projects and programmes which should improve the economic and business environment.

Proper fiscal housekeeping is required to keep the economy afloat in the near-term and drive it towards double digit growth in the medium-to-long

term. Capital expenditure should be maximised to raise the potential of revenue generation and growth in the non-oil economy. Although there are
existing PPP initiatives by the FGN, increased private sector participation is still required.

Summary of FGN 2022 approved budget

Highlights (N’ bn) 2022 budget 2021 budget Percentage change (%)
Aggregate revenue 10.7 8.1 323
Oil revenue 34 20 67.2
Non-oil revenue 7.3 6.1 20.8
Aggregate expenditure 17.1 14.6 17.5
Statutory transfers 0.9 0.5 751
Recurrent non-debt 6.9 58 19.0
Debt service 3.6 3.1 16.1
Sinking fund 0.3 0.2 354
Capital expenditure 5.96 5.23 13.9
Capex as a percentage of total expenditure (%) 34.8 35.9 -3.1
Projected budget deficit 6.39 6.45 -0.9
Benchmark oil price (USD/b) 62.0 40.0 55.0
Qil production (mbpd) 1.88 1.86 1.1
Exchange rate (N/USD) 410.15 379.0 8.2
Target inflation (%) 13.0 11.95 8.8
GDP growth rate (%) 4.2 3.0 40.0

Sources: Budget office of the federation, Coronation Merchant Bank Research
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* Thisreport has been prepared by the Research Department of Coronation Merchant Bank using sources believed to be reliable, trustworthy and factually accurate, however
the Research Department has notindependently verified these sources of information and Coronation Merchant Bank does not vouchsafe the accuracy of these. No guarantee
is given as to the independence of the sources themselves. Readers intending to act upon the contents of this report are advised to make their own enquiries.

* Theanalyst(s) and/or Chief Economist has (have) produced this report independently of the company or companies, and independently of the issuer of security or securities,
covered in this report, and (has) have done so using publicly-available information. Information used in the preparation of this report is believed to be accurate at the time of
going to press, though not verified independently. No liability is accepted for errors nor omissions of fact, nor is any warranty given for the reasonableness, accuracy or
completeness of the information presented. Market information may have been gathered from different sources, including official and government sources, and processed
in arriving at the opinion(s) expressed in this report.

* This report is intended as background information for clients of Coronation Merchant Bank, and clients of its subsidiaries and affiliates, and is not to be read as a solicitation,
approval or advice to buy or sell securities.

* Neither Coronation Merchant Bank, its directors, employees and contractors, nor its subsidiaries and affiliates, nor the directors, employees and contractors of its subsidiaries
and affiliates, accept(s) responsibility for losses or opportunity costs, whether direct or consequential, that may be incurred as a result of trading, or not trading, in securities
covered in this report, or other securities, as a result of any decision taken after reading this report. Clients of Coronation Merchant Bank, and of its subsidiaries and affiliates,
who read this report, should not rely on it for the purposes of making investment decisions and should make their own evaluation of: the potential performance of securities;
the risks involved in buying or selling securities; the volatility and liquidity of securities; and of other factors such as interest rates, exchange rates, exchange rate liquidity,
trading costs, settlement and custody. Clients of Coronation Merchant Bank, and of its subsidiaries and affiliates, who read this report, should assess their own investment
objectives and financial capacities when taking investment decisions and should consult a relevant financial adviser in these respects.

* Thisreportisintended for the clients of Coronation Merchant Bank, and of its subsidiaries and affiliates. Copying and reproduction of this report, and onward forwarding, is
only allowed with the specific permission of Coronation Merchant Bank, its subsidiaries and affiliates. Receipt of this report does not qualify you as a client of Coronation
Merchant Bank, its subsidiaries and affiliates. If you are in unauthorised receipt of this report you are requested to notify Coronation Merchant Bank, or one of its subsidiaries
or affiliates, and to return or delete the report.

* This report is intended for corporate and institutional clients of Coronation Merchant Bank, and of its subsidiaries and affiliates, where those clients are regulated and
professional investment customers and market counterparties. This report is not intended for individual investors.

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

* Coronation Research is a department within Coronation Merchant Bank which supplies research services to Coronation Merchant Bank, and is ring-fenced with regard to the
activities of Coronation Merchant Bank. The Chief Economist, contractors and employees of Coronation Research do not receive any non-public information regarding the
investments or investment objectives of Coronation Merchant Bank.

* Coronation Merchant Bank and its subsidiaries and affiliates are incorporated under the laws of the Federal Government of Nigeria and are licensed by the Central Bank of
Nigeria and by the Securities and Exchange Commission of Nigeria and by other relevant regulatory authorities in their respective fields of business.

= Yourattention is brought to the fact that the analyst(s), and/or Chief Economist, mentioned at the beginning of this report is (are) employed by Coronation Merchant Bank
in the Federal Republic of Nigeria, and while subject to the laws of the Federal Republic of Nigeria is (are) not subject, as author(s) of this report, to the laws of other countries,
notably the United States of America (‘US'), the member states of the European Union ('EU"), or the United Kingdom (‘UK’) as these laws may affect the production, publication
and distribution of this report.

= Where this report is distributed to clients and potential clients of Coronation Merchant Bank, and of its clients and affiliates, in the European Union ('EU"), including the United
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