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        Flying at a low altitude 
 

  The latest national accounts released by the National Bureau of Statistics (NBS) show the 

continuous recovery of the air transport sector from the adverse effects of the COVID-

19 pandemic. Air transport grew by 50.7% y/y in Q1 ’22 compared to the contraction of -

11.8% recorded in Q1 ’21. This was the second fastest-growing segment in Q1 ’22, 

following rail transport (124.5% y/y). We note that this is from a low base. Given that the 

sector was one of the most impacted sectors during the pandemic, the easing of COVID-

19-related restrictions globally has contributed to its recovery. 

 

  The current geopolitical crisis is weighing heavily on domestic airline operators. The 

Russia-Ukraine crisis has led to a surge in oil prices globally (Russia controls c.10% of global 

oil supply). This has been transmitted through higher energy, oil and gas prices, worsening 

the already elevated inflation in advanced and emerging economies. Following the US ban 

on Russian oil imports, oil prices surged above USD100 per barrel to hit their highest level 

since 2008. As at end-May ’22, Brent crude stood at USD122.8/b. 

 

  In Nigeria, aviation fuel is a deregulated product and as such, its price is dependent on 

movements in global oil price and the foreign exchange rate among others. Aviation fuel 

has increased from N190/litre in 2021 to N700/litre in May ‘22.  The surge is placing 

pressure on operational costs. Based on our channel checks, aviation fuel accounted for 

40% of operating cost in 2021. However, this has now risen to 95% of total operational 

cost. 

 

 This increase in operating cost has resulted in upticks in ticket fares across airline operators 

within the country and has also led to a significant decline in the frequency of domestic 

flights. 

 

Based on data from the NBS “Transport Fare Watch” series, the average airfare for select 

routes (one-way) increased by 52.4% y/y from N36,409 (USD87) recorded in April ’21 to 

N55,501 (USD132) in April ’22. On a m/m basis, it rose by 18.6% from N46,810 (USD112) 

recorded in March ’22 to N55,501 (USD132) in April ’22.  

 

On a zonal basis, North-Central recorded the highest average airfare (N57,552)  for select 

routes (one-way) in April ‘22, followed by North-East (N56,800), South-South (N55,586), 

North-West (N54,760), South-West (N54,338), and South-East (N53,402). 

 

To put the current strain in perspective, in May ‘22, the Airline Operators of Nigeria (AON) 

announced a shutdown of operations within the industry due to the price surge in aviation 

fuel (Jet-A1) and uptick in other operating costs. However, following discussions with 

government officials, AON suspended its plan to shut down operations. 

 

We understand that the NNPC agreed to supply Jet A1 to marketers nominated by airline 

operators for three months and at a fixed price of N480/litre. However, the airlines are to 

apply for aviation fuel import licenses so they can import directly to reduce reliance on 

NNPC.

Indicators NG 

Inflation rate (April ’22, %) 16.82 

GDP (Q1 ’22, %) 3.11 

Gross Official Reserves 

(01 June ’22, USD bn) 

38.5 

UK Brent (01 June ’22, USD) 116.3 

FGN bond yields (02 June '22, %) 

14.20% 13.98% 12.15% 12.40% 

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

7.58 11.02 12.25    12.78 

T-bill yields (02 June '22, %) 

08- 24-Nov 23- 11- 

Sep-22 -22 Feb-23 May-23 

3.48 4.29 4.70 5.07 
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Sources: NBS, Coronation Merchant Bank Research Sources: Bloomberg, Coronation Merchant Bank Research 

 

        Flying at a low altitude 

   

           The potential impact of a prolonged Russia-Ukraine crisis is likely to stretch the current challenges for domestic airlines. Furthermore, there are 

limits to the cost that can be passed on to the consumers, given that inflationary pressure continuously weighs heavy on consumer pockets. The 

subsidy route seems unsustainable as the FGN is currently grappling with costs associated with the ongoing fuel subsidy (PMS). Forward-

thinking solutions would include innovative mechanisms that can optimise operations and accommodate rising operating costs within the 

aviation industry. 

 

 

              GDP growth of air transport vs Overall GDP trend (%)                             US-NY Harbor Jet Fuel (USD/gal) 
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DISCLOSURES & DISCLAIMERS 
 

This report has been prepared by the Research Department of Coronation Merchant Bank using sources believed to be reliable, trustworthy and factually accurate, however 

the Research Department has not independently verified these sources of information and Coronation Merchant Bank does not vouchsafe the accuracy of these. No 

guarantee is given as to the independence of the sources themselves. Readers intending to act upon the contents of this report are advised to make their own enquiries. 

The analyst(s) and/or Chief Economist has (have) produced this report independently of the company or companies, and independently of the issuer of security or securities, 

covered in this report, and (has) have done so using publicly-available information. Information used in the preparation of this report is believed to be accurate at the time of 

going to press, though not verified independently. No liability is accepted for errors nor omissions of fact, nor is any warranty given for the reasonableness, accuracy or 

completeness of the information presented. Market information may have been gathered from different sources, including official and government sources, and processed in 

arriving at the opinion(s) expressed in this report. 

This report is intended as background information for clients of Coronation Merchant Bank, and clients of its subsidiaries and affiliates, and is not to be read as a 
solicitation, 

approval or advice to buy or sell securities. 

Neither Coronation Merchant Bank, its directors, employees and contractors, nor its subsidiaries and affiliates, nor the directors, employees and contractors of its 

subsidiaries and affiliates, accept(s) responsibility for losses or opportunity costs, whether direct or consequential, that may be incurred as a result of trading, or not trading, in 

securities covered in this report, or other securities, as a result of any decision taken after reading this report. Clients of Coronation Merchant Bank, and of its subsidiaries 

and affiliates, who read this report, should not rely on it for the purposes of making investment decisions and should make their own evaluation of: the potential performance 

of securities; the risks involved in buying or selling securities; the volatility and liquidity of securities; and of other factors such as interest rates, exchange rates, exchange 

rate liquidity, trading costs, settlement and custody. Clients of Coronation Merchant Bank, and of its subsidiaries and affiliates, who read this report, should assess their own 

investment objectives and financial capacities when taking investment decisions and should consult a relevant financial adviser in these respects. 

This report is intended for the clients of Coronation Merchant Bank, and of its subsidiaries and affiliates. Copying and reproduction of this report, and onward forwarding, is 

only allowed with the specific permission of Coronation Merchant Bank, its subsidiaries and affiliates. Receipt of this report does not qualify you as a client of Coronation 

Merchant Bank, its subsidiaries and affiliates. If you are in unauthorised receipt of this report you are requested to notify Coronation Merchant Bank, or one of its 

subsidiaries or affiliates, and to return or delete the report. 

This report is intended for corporate and institutional clients of Coronation Merchant Bank, and of its subsidiaries and affiliates, where those clients are regulated and 

professional investment customers and market counterparties. This report is not intended for individual investors. 

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

regulations. 

Coronation Research is a department within Coronation Merchant Bank which supplies research services to Coronation Merchant Bank, and is ring-fenced with regard to 

the activities of Coronation Merchant Bank. The Chief Economist, contractors and employees of Coronation Research do not receive any non-public information regarding 

the investments or investment objectives of Coronation Merchant Bank. 

Coronation Merchant Bank and its subsidiaries and affiliates are incorporated under the laws of the Federal Government of Nigeria and are licensed by the Central Bank of 

Nigeria and by the Securities and Exchange Commission of Nigeria and by other relevant regulatory authorities in their respective fields of business. 

Your attention is brought to the fact that the analyst(s), and/or Chief Economist, mentioned at the beginning of this report is (are) employed by Coronation Merchant Bank in 

the Federal Republic of Nigeria, and while subject to the laws of the Federal Republic of Nigeria is (are) not subject, as author(s) of this report, to the laws of other countries, 

notably the United States of America ('US'), the member states of the European Union ('EU'), or the United Kingdom ('UK') as these laws may affect the production, publication 

and distribution of this report. 

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

United Kingdom ('UK'), this report is either: a) distributed by virtue of a contract between Coronation Merchant Bank, its subsidiaries and affiliates, and the client for 

research services, or: b) distributed as a free sample, for a given period of time, pursuant to a future contract for the sale of research services. 

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

whose names are given at the beginning of the report. No part of the compensation of the analyst(s) and Chief Economist mentioned at the beginning of this report is, or 

will be, related to the views or recommendations(s) given in this report. 

 

 
Conflicts of Interest 

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 

expressed in this report, nor to commissions or spreads or other gains generated in trading securities, whether covered in this report or not. 

This report is produced by the Research Department 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 assessment of companies and securities. However, it is the policy of Coronation Merchant Bank that no 

department influences the opinions, estimates, forecasts or recommendations of the Research Department, nor is privy to the contents or recommendations of the Research 

Department's reports and recommendations ahead of their publication. It is also the policy of Coronation Merchant Bank that members of the Research Department are 

not privy to knowledge of advisory mandates, or other fiduciary relationships, engaged in by other departments. Coronation Merchant Bank, its directors, contractors 

and staff, and its subsidiaries and affiliates and their directors, contractors and staff, and connected parties, may have positions in the securities covered by this report, and 

may have advisory and/or other fiduciary relationships with companies covered in this report. As such, this report should not be considered free from bias. 

By accepting this document, you agree to be bound by all the preceding provisions. The information contained in this document is confidential and is solely for use of those 

persons to whom it is addressed and may not be reproduced, further distributed to any other person or published, in whole or in part, for any purpose without the written 

consent of Coronation Merchant Bank. 
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Follow our social media pages for more updates 

on our research reports and articles     
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