
2022 – NEUTRALISING COVID, DEFINING A LEGACY, 
AND THE CLANGING CYMBALS OF POLITICS 
In 2022, the major themes that will dominate Nigeria’s economic landscape will 
be politics, the management of the fiscal deficit, the foreign exchange policy 
of the Central Bank and changes in prices and economic growth (or the lack of 
it). Of all these factors, politics will dominate the landscape due to the general 
elections in 2023. Nevertheless, the dominance of politics in 2022 will not 
diminish the importance of the other major economic themes. Nigeria’s failure to 
pursue macro-economic reforms over the last eight years has placed the country 
at a backfoot and in 2022 we expect that this reform inertia will persist even till 
the expiration of the current administration. This could effectively be the legacy 
of the current administration. 

Other socio-political factors that will shape the economic landscape in 2022 
also come in the form of headwinds. The crisis of insecurity characterised by 
kidnapping and armed banditry across flashpoints in the north and parts of the 
south will be the most dominant of these socio-political factors. Another social 
factor to watch out for will be the management of risks around COVID-19. 
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Figure 1: 2022 FGN Budgeted Spending & Likely Outturn 

The rhetoric of Nigeria’s fiscal policy managers over 
the last decade has been one that downplays the 
risks around a widening fiscal deficit that has been 
largely funded by borrowings. Initial defence of 
the borrowings harped on Nigeria’s benign Debt to 
GDP levels albeit with less focus on debt service to 
revenue levels. At Debt to GDP ratio of 30%, Nigeria 
seems to have what genuinely looks like a benign 
ratio. But with 76% of the Federal Government’s 
revenue going into debt service alone in 2021, the 
country genuinely has a debt sustainability crisis 
that should lead to new thinking. 

In 2022, we estimate that the debt to revenue 
ratio will cross the 80% mark and hover between 
85% - 90% as election induced spending ramps 
up. While we do recognise the initiatives to grow 
fiscal revenues, Agusto & Co is of the opinion 
that these efforts will not be enough without due 

consideration to the expenditure element of the 
fiscal balance equation. Plans to more than double 
the non-debt recurrent expenditure to about N6.9 
trillion in 2022 from about N3.5 trillion last year, 
indicates an absence of fiscal discipline to rein 
spending largely financed by borrowings. We also 
believe that this administration will not pursue 
other deficit financing options – particularly 
disposal of assets – in 2022. In 2021, the federal 
government estimated revenue projections from 
privatisation at N205 billion but ended the year 
without any proceeds from divestments of state-
owned enterprises. In 2022, the Federal Government 
has budgeted N90 billion from the same source. We 
believe this will also not materialise. 

Overall, we estimate a budget deficit of about 
N6 trillion in 2022 that will be funded largely by 
domestic (70%) and foreign borrowings (30%).

Overall, all of these factors will have a telling 
effect on industries in 2022. Thus, the success 
of industries in 2022 will largely be defined by 

the level of resilience within the industry. We will 
examine these themes in our 2022 prognosis.

Management of the Fiscal Deficit 
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Nigeria has assumed a hawkish foreign exchange 
policy stance since 2015 and this has been elevated 
since 2020 to date. This hawkish FX stance has 
been characterised by political interference and 
demand management amidst a weaker supply of 
the US dollar in the FX market. The resultant effect 
of the demand management, has been the wide 
arbitrage between the official foreign exchange 
market and the parallel market with spreads 
exceeding 30% and even as high as 40%. Sadly, we 
believe this scenario will persist in 2022 resulting 
in more businesses having to source FX needs from 
the parallel market. 
Harmonising FX rates between the parallel 
market and the official market will not only cut 
the arbitrage between these two markets but also 
cut the speculative bets on the naira. However, 
we note that policy options that could improve 
foreign exchange supply will have implications on 

the fiscal side in two major ways, partly because 
monetary authorities have left things a little too 
late. Harmonising the FX markets could create an 
upside at the fiscal revenue end as the country will 
earn more from the sale of crude oil. On the other 
end, foreign currency debts could also rise in naira 
terms. We project foreign currency debt could rise 
from about N15 trillion to N18 trillion if the Central 
Bank devalues at about 20%.

However, we note that the Federal Government’s 
borrowing stance creates a disincentive to review 
this hawkish FX policy stance. With FGN 91-day 
treasury yields trading at an average of 3% in 2021, 
the Federal Government is able to borrow at 12% 
below the inflation rate of 15% – an important 
benchmark to determine the price of money – thus 
leaving lenders with the short end of the stick.

Foreign Exchange Environment 
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Source: Central Bank of Nigeria, Agusto & Co 

Figure 2: External Reserves (2013 – 2022f)  
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Inflation in Nigeria in 2022 will largely be 
determined by two major factors. Firstly, energy 
prices particularly petrol and electricity tariffs. 
Secondly, food prices during the year. The energy 
prices especially that of petrol will be hinged 
entirely on the government’s appetite to push the 
politically unpopular reform of deregulation of the 
downstream petroleum industry. We do not think 
the government will like to expend its political 
capital on either deregulation of the downstream 
petroleum industry or even major upward price 
adjustments. However, scheduled adjustments on 
electricity tariffs due in February 2022 may come 
to fruition.  We estimate a blended average of 10% 
rise in electricity tariffs in 2022 which should help 
the industry operators recover costs to a larger 
extent.  

Food prices will pose the most risks to price stability 
in 2022. The insecurity in the northern region has 

had a telling effect on farming activities and has 
resulted in price volatility on food items across the 
country particularly urban areas. We also note that 
with several flashpoints, the military’s capacity to 
pare back these attacks is quite stretched. Election 
induced violence may stoke more risks that could 
further affect farming activities. Thus, food prices 
will remain a sore point in maintaining price 
stability in 2022. 

Overall, we project inflation of about 13% - 16% 
with the latter representing our best-case scenario 
and the former our worst-case scenario. Textbook 
standards indicate that high inflation numbers 
such as these should drive interest rates upwards. 
But we believe the Central Bank will continue to 
pursue its aggressive CRR stance which would 
result in lower yields on FGN debt securities.

Inflation and Price Changes 
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Analysts have long argued that Nigeria will have 
to post economic growth of over 6% consistently 
for about a decade to lift millions of its citizens out 
of poverty and increase the standard of living and 
also help the country reach lower middle-income 
status. If this target is it be used as a benchmark, 
then the conclusion is that Nigeria lost the last 
decade and sadly, its performance in the early years 
of this current decade reflects a continuity of this 
weak economic growth. Sadly, this poor run of weak 
economic growth is set to continue in 2022, albeit 
with respite from a healthy post-COVID economic 
bounce. 

In 2022, we project economic growth of about 
3% - 4%, the highest in this administration. The 

growth will be driven by strong performances in 
sectors such as telecommunication, fintech and 
construction1. We expect Telecommunications to 
gain pace and sustain the COVID induced surge as 
its contribution to GDP may cross the 12% to a new 
range of 13% - 14%. The post-COVID recovery in 
sectors such as Transportation, Accommodation and 
Food will also help provide the economic bounce. 
Risks to our forecast will probably emerge from the 
instability caused by insecurity especially within 
the farming belt of the country that has the effect 
of hurting agriculture and trade and commerce. 

Economic Growth

1       https://ami.agusto.com/Report/industry_reports: Please check our industry coverage on the Agusto Market Intelligence (AMI) for our review 
of Industries. We have provided coverage on 30 industries on “What to watch for in 2022”.   

Figure 3: Inflation (Annual Average)
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Source: NBS, Agusto & Co.

Figure 4: Growth in Real Output 
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Based on past trends, we believe the Independent 
National Electoral Commission’s official timetable 
for the 2023 general elections will have a kick-
off timeline of August – September this year. 
Nevertheless, the underlying politicking is gaining 
pace and will only accelerate all through the year.  
The nexus between politics and the economy will 
shape several outcomes in Nigeria in 2022 as we 
expect the former to overshadow the latter. As 
President Muhammadu Buhari serves out his last 
full year in Aso Rock in 2022, we expect the focus 
of his administration to shift to consolidating his 
legacy in power. Thus, the major theme in Nigeria 
in 2022 will be politics. Conventional political 
wisdom implies that Mr. Buhari – who will be 

statutorily barred from seeking another term in 
office – should gradually slip into a lame duck 
era, but in Nigeria the dynamics differ. The undue 
influence of the president on elections implies 
that he will still hold the aces in the political 
environment. Overall, we believe the impact of the 
politics of an election effectively dashes all hopes 
left of this administration to embark on economic 
reforms in its last 17-months in power. 
Insecurity will continue to remain a sore spot for 
Nigeria in 2022, affecting lives and livelihoods in 
affected regions and also leading to global negative 
press which dampens the country’s investment 
credentials. 

Politics
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COVID-19 has defined the global economy over the 
last two years with the pandemic pushing Nigeria 
into its second recession in just five years. In 2022, 
we believe that COVID’s capacity to effectively 
paralyse the Nigerian economy – like it once did in 
2020 – will be limited, albeit it still has to remain on 
the radar of businesses and the country’s economic 
managers. This prognosis implies that COVID will 
still possess the capacity to trigger uncertainties 
that can lead to temporary distortions in economic 
activities particularly in supply chains and travel 
plans. With the Nigerian local supply chain strongly 
dependent on imports, this risk can become 
embellished if or when this scenario materialises.  

Businesses that will win in 2022 will have to 
critically plan on how to navigate the unorthodox 

Nigerian FX markets and the country’s high 
inflationary environment. These twin factors will 
provide some of the most elevated risks in the 
business environment. The insecurity in flashpoints 
will also have some negative effects on local supply 
chains. Thus, businesses will have to forge ways to 
navigate these issues. 

Overall, we believe that being the penultimate year 
ahead of the general election, there will be some 
level of increased optimism in Nigeria’s investment 
narratives. Foreign investors who have either 
stayed out or reduced their exposure to Nigeria 
over the last five to seven years may begin to fancy 
the country’s prospects once again. Will Nigeria live 
up to its prospects? Time will tell.

Conclusion



Agusto & Co. is the foremost credit rating 
agency in Nigeria, specializing in financial 
institutions, corporate and bond ratings. We 
are also a research organization providing 
business information for our various clients.

As business information service providers, we 
publish industry reports containing unbiased 
expert analysis of various industries in the 
Nigerian Economy. We gather information 
about the market size and potential of 
an industry, its key players, competitors, 
products and financial condition amongst 
others. In providing a broad overview of the 
industry and its key players, our analysts 
interpret data collected and assign each 
industry a risk rating, taking into cognisance 
Nigeria’s risk profile.

We also conduct client specific detailed 
research.
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& Co. Limited. No material contained herein may 
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whatsoever without the prior written consent of 
Agusto & Co. Limited.  Action will be taken against 
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The information contained in this document has been 
obtained from sources which we consider to be reliable 
but do not guarantee as such.  The opinions expressed 
in this document do not represent investment or other 
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it has been addressed. Any unauthorized disclosure or 
use of the information contained herein is prohibited.
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