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GOVERNOROGS STATEMENT

This edition of the Financial Stability Report highlights developments in the financial system
during the first half of 2022. The supply chain disruptions following the Russia-Ukraine
conflict, the spillovers from sanctions imposed on Russia, as well as the lingering headwinds
associated with the COVID-19 pandemic, resulted in a weakening of the global economy.
Consequently, global output for 2022 was projected at 3.20 per cent, 2.9 percentage points
lower than the 6.10 per cent recorded in 2021.

The GDP growth in advanced economies was projected to slow to 2.50 per cent in 2022,
compared with 5.20 per cent in 2021. For the USA, Japan and the Euro Area, growth was
estimated at 2.30, 1.70 and 2.60 per cent, respectively, compared with 5.70, 1.70 and 5.40
per cent recorded in 2021. Similarly, growth in Emerging Markets and Developing Economies
(EMDESs) was projected at 3.60 per cent in 2022, compared with the 6.80 per cent recorded
in 2021. Growth in sub-Saharan Africa (SSA) was projected at 3.80 per cent, lower than 4.60
per cent achieved in 2021.

Global inflationary pressures heightened during the review period, driven by the disruptions
to supply chains, resulting in tightening global financial conditions as most central banks
pursued aggressive monetary policy stance. Other ramifications include declining global
trade and growing risks to financial stability.

In Nigeria, the economy continued its recovery, albeit at a slower pace, as GDP grew by 3.32

per cent in the first half of 2022, compared with 4.02 per cent in the second half of 2021. The
growth was driven by the non-oil sector, specifically, the services and agriculture sub-
sectors. The performance of these sub-sectors was due to the sustained and targeted
interventions by the fiscal and monetary authorities. Total credit to the private sector
continued to grow during the review period, with increased lending to the real sector and
households, in line witht he Banko6s policies to encourage
economy. The exchange rate remained stable owing to improved foreign exchange liquidity

in the system, particularly from non-oil sources.

The Bank continued the implementation of various regulatory and supervisory measures,
including the Global Standing Instruction (GSI) and Guidelines for Credit Guarantee
Companies, to moderate risks and promote the soundness and stability of the banking
system in the short to medium term. These measures reinforced the health and resilience of
the Nigerian banking system as it remained safe, sound and stable.

The Nigerian pension industry continued to improve its performance in the review period,
with growth in total enrolment in pension schemes and assets under management.
Furthermore, the recapitalisation exercise initiated to enhance the resilience of pension fund
administrators was successfully concluded. Similarly, the Nigerian insurance industry
continued to grow with the sustained implementation of ongoing policy programmes and
development of new initiatives intended to reposition the industry for enhanced
contribution to the economy. Insurance penetration was potentially deepened by the
licensing of seven micro-insurance companies by the National Insurance Commission
(NAICOM).

13
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The overall economic outlook for both the global and domestic economies in the short- to

medium-term remains uncertain. The effects of supply chain disruptions occasioned by the
Russian-Ukraine crisis, elevated global inflation, the lingering impact of the Covid-19
pandemic, as well as the broad shocks to foreign capital flows following rate hikes by most
advanced economies continue to dampen growth expectations. However, efforts to resolve
the Russia-Ukraine crisis has resulted in partial lift on grain exports with positive impact in
the short- to medium-term growth expectations. On the domestic front, the economy is
expected to sustain its growth trajectory, owing to the continued rise in oil prices, rebound in
manufacturing activities, and sustained policy support. However, persisting security
challenges and infrastructure deficit are major headwinds that could undermine the outlook
for growth. The Bank will continue to provide policy support to priority sectors to support
growth.

Godwin I. Emefiele, CON
Governor, Central Bank of Nigeria
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FOREWORD

The first half of 2022 witnessed a downward trend in global growth, with tight monetary policy
stance of most monetary authorities in response to the unprecedented rising inflationary
pressures, contributing to the general decline in output and constrained access to global
capital. The attendant tighter financial conditions posed considerable risk to financial stability
owing to their tendency to induce debt distress, especially in emerging markets and
developing economies.

The Nigerian economy sustained the positive performance in the last six quarters, driven
largely by the continuous growth in the non-oil sector.Ni ger i ad0s e c opr@ectedc gr
to decline to 3.40 per cent, while inflation is expected to moderate to 16.10 per cent in 2022.
However, the Nigerian NGX All-Share Index increased by 21.31 per cent in the first half of

2022.

Sustained implementation of the appropriate mix of monetary and, micro and
macroprudential policies continued to yield positive results, as most financial soundness
indicators were within the prudential requirements. Furthermore, results of stress tests
showed the resilience of the banking system and its ability to cope with severe
macroeconomic shocks. Other sub-sectors, including pension, capital market and insurance
continued to contribute immensely to the resilience and stability of the financial system.

This edition of the FSR is divided into six sections. The first section examines global and
domestic trends. Section 2 discusses financial system developments, while the third
highlights key stability issues, as well as regulatory and supervisory activities. Section 4
discusses key developments in the payments system, while sections 5 and 6 focus on the
pension and insurance sub-sectors respectively. The key risks and the outlook for financial
stability are presented in sections 7 and 8, respectively.

The Report provides insights on financial system conditions and the near-term outlook
including risks and vulnerabilities, as well as the Bank's continuous efforts at promoting a
safe and resilient financial system in Nigeria.

The public is assured of the commitment of the Bank and other regulators in the financial
system to ensuring a sound financial system that supports inclusive growth and sustainable
economic development.

Aishah N. Ahmad, CFA
Deputy Governor, Financial System Stability
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EXECUTIVE SUMMARY

The Russia-Ukraine crisis and the resurgence of Covid-19 in China disrupted the global
supply chains, heightened commodity prices, and fuelled inflationary pressures.
Furthermore, rising inflation prompted the adoption of tight monetary policy stance by most
central banks which led to tightening financial conditions with attendant risk to financial
stability. Consequently, growth of the global economy earlier projected at 4.40 per cent for
2022 was revised to 3.20 per cent, lower than 6.10 per cent recorded in 2021.

Growth in Sub-Saharan Africa was estimated at 3.80 per cent in 2022, a moderated from
4.60 per cent achieved in 2021. In Nigeria, growth for the first half of 2022 declined to 3.32
per cent, from 4.02 per cent in the second half of 2021. This was due mainly to the lingering
effects of the Russia-Ukraine crisis, which disrupted supply chains and heightened prices of
raw materials and operational costs. Consequently, annual growth was projected to
moderate to 3.40 per cent in 2022, from 3.60 per cent in 2021.

Global prices continued its upward trend in the first half of 2022, reflecting supply-side
constraints and lingering effects of an accommodative monetary policy stance adopted to
ameliorate the impact of the Covid-19 pandemic. In line with global trends, Inflationary
pressures in Nigeria rose in the first half of 2022, owing largely to domestic security
challenges which continued to impact on crude oil production, agricultural output and food
supply as well as spill over effects of Russia-Ukraine crisis, which increased freight costs
and commodity prices. However, inflationary pressures are expected to moderate slightly
from 17.00 per cent in 2021 to 16.10 per cent in 2022.

Gross external reserves at end-June 2022 decreased by 2.66 per cent to US$39.16 billion,
from US$40.23 billion at end-December 2021. The low accretion to reserves was due mainly
to reduction in crude oil production and high debt-service obligations.

The Bank sustained its implementation of various supervisory measures including virtual
examinations, the Global Standing Instruction (GSI) policy, and also issued guidelines for
credit guarantee companies. This boosted public confidence in the banking industry and
enhanced safety and soundness of banks, as evidenced by the Financial Soundness
Indicators (FSIs), which were within prudential requirements.

The ratio of non-performing loans net of provisions to capital for commercial, merchant and
non-interest banks (CMNBS) increased marginally to 4.95 per cent at end-June 2022, from
4.85 per cent at end-December 2021. Similarly, the ratio of interest margin to gross income
decreased marginally to 47.93 per cent during the review period, from 48.59 per cent at end-
December 2021. Also, the ratio of non-interest expenses to gross income declined to 65.04
per cent at end-June 2022, from 65.14 per cent at end-December 2021. The ratio of
personnel expenses to non-interest expenses declined to 25.47 per cent at end-June 2022,
from 29.38 per cent at end-December 2021.

Results of the stress test showedt hat t he banking industry coul
100 percentincreas e 0 i n t he i n dpassshackindds®PyLCAR woald rentaim e
above the regulatory requirement of 10 per cent. The sector concentration stress test showed
that the industry could withstand Aup tas 20.
post-shock CAR would decline marginally below the regulatory requirement. The results also
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showed resilience to obligor credit concentration risk as the CAR remained above the
regulatory threshold of 10.0 per cent.

The Bank sustained its interventions to households and businesses adversely impacted by
the Covid-19 pandemic through the implementation of the Healthcare Sector Intervention
Facility and Targeted Credit Facility, amongst others.

Similarly, the Bank continued its efforts to ensure that financial institutions comply with the
redesigned Credit Risk Management System (CRMS) thereby strengthening credit
administration as indicated by improved credit records. Thus the total number of credit
records on the database increased by 10.00 per cent relative to the preceding period.
Consumer confidence in the banking industry was enhanced with the resolution of 1,399
complaints entailing refunds to the complainants and closure of 1,321 customersécomplaints
against financial institutions during the review period. The total complaints resolved and
closed increased by 4.7 and 20.64 per cents, respectively.

In the first half of 2022, the Bank sustaineditsef f ort s i n the 1 mpl ement .
first Central Bank Digital Currency (CBDC), extended the charges-free regime for eNaira
transactions, and commenced the integration of the digital currency with Nigeria Inter-Bank
Settlement System (NIBSS) instant payment platform. At end-June 2022, the number of

eNaira wallet downloads, onboarded customers and activated wallets were 807,920;
244,340; and 182,790, respectively. These indicate increases of 32.45, 35.52, and 45.11 per

cents, respectively, above the levels at end-December 2021.

The capital market recorded bullish performance as evidenced by an increase in aggregate
market capitalisation by 21.31 per cent to N50.18 trillion, at end-June 2022, from N43.12
trillion, at end-December 2021. The pension industry also grew with total enrolment in
pension schemes, increasing by 1.25 per cent to 9.71 million, from 9.59 million in the
previous half year, largely driven by the increased adoption of the Contributory Pension
Scheme (CPS) by States and Local Governments as well as the steady uptake of the Micro
Pension Plan in the informal sector. The net pension Assets under Management (AuM) grew
by 6.30 per cent to N14.27 trillion, from N13.42 trillion at end-December 2021. Similarly, the
insurance industry recorded an increase in its total assets by 2.41 per cent to N2.28 trillion,
from N2.23 trillion at end-December 2021. The net premium income and gross claims rose
by 16.89 and 7.71 per cent to N260.34 billion and N174.78 billion at end-June 2022, from
N222.72 billion and N162.27 billion at end-December 2021, respectively.

The key risks to financial system stability during the review period include elevated inflation,
exchange rate pressures, spill-over effects of the Russia-Ukraine crisis, shortage of
petroleum products, cyber-risk from increased use of digital financial services, as well as
increased operating costs and operational risks. Consequently, the Bank and other financial
sector regulators implemented appropriate measures to mitigate these risks. Overall, the
outlook for financial stability remained optimistic, given the robust policy measures adopted
by the Bank and other financial sector regulators towards enhancing the resilience of the
financial system.
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1 ECONOMIC AND FINANCIAL DEVELOPMENTS
1.1 Global Developments

Global output weakened considerably in the first half of 2022, owing mainly to the Russia-
Ukraine crisis, which disrupted demand and supply chains in many countries. This
development resulted in increased commodities prices including food, oil and natural gas.
Similarly, the economic downturn, in China, due largely to the resurgence of COVID-19
pandemic and the attendant lockdowns also exacerbated the global slowdown. In addition,
the tight monetary policy stance of most central banks in response to rising inflationary
pressures contributed significantly to the general decline in output growth. The attendant
tighter financial conditions pose considerable risk to financial stability due to its tendency to
induce debt distress, especially in emerging markets and developing economies.
Consequently, global output growth in 2022 is projected at 3.20 per cent, lower than the 6.10
per cent recorded in 2021.

In the advanced economies, growth was projected to moderate to 2.50 per cent in 2022,
compared with 5.20 per cent in 2021. In the United States (US), growth was estimated at
2.30 per cent in 2022, compared with 5.70 per cent in 2021, attributed largely to tighter
monetary policy and lower-than-expected consumer spending. Similarly, in the Euro area,
output was expected to soften to 2.60 per cent in 2 022, from 5.40 per cent in 2021, reflecting
spill over from the Russia-Ukraine crisis and tight monetary conditions. In Japan, however,
growth was projected to remain flat at 1.70 per cent in 2022.

In Emerging Market and Developing Economies (EMDES), growth was projected at 3.60 per
cent in 2022, compared with 6.80 per cent in 2021. This was largely a reflection of a slow
growth in China which was projected at 3.30 per cent in view of Covid-19 induced lockdowns,
compared with 8.10 per cent in 2021. Similarly, Middle East and North Africa (MENA) region
was expected to grow by 4.90 per cent during the review period, compared with 5.80 per
centin 2021. Growth in Sub-Saharan Africa (SSA) was estimated at 3.80 per cent, compared
with 4.60 per cent recorded in 2021. In line with the global trend, growth in Nigeria was
projected to moderate to 3.40 per cent in 2022, from 3.60 per cent in 2021.
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Tablel:1 Global Growth

Region/Country Yearon-Year (%)

2017 2018 2019 2020 2021
World 3.75 357 284 ¢3.12 5.88
Advanced Economies 2.46 2.25 1.74 c4.4 5.20
United States 2.26 2.92 2.29 ¢3.41 5.97
Euro Area 2.63 1.8 150 ¢6.34 5.04
Japan 1.68 0.56 0.02 c4.59 2.36
United Kingdom 1.74 1.25 143 ¢9.85 6.76
Canada 3.4 243 1.86 ¢5.31 5.69
Emerging Market and Developin a4.77 458 3.67 ¢2.07 6.38
Economies
China 6.95 6.75 5.95 2.34 8.02
Middle East and Central Asia 248 217 1.48 -2.79 4.11
SubSaharan Africa 2.95 3.28 3.13 ¢1.66 3.70
*Nigeria 0.82 1.91 2.27 ¢l 3.40

{2dz2NDOSY LacCQa 2 2NI R XY 207/2ZNatiofnl Burdzi bf Statistics (NS (G S >
1.1.2 Inflation

Global inflation remained elevated during the first half of 2022, mainly reflecting disruptions
to supply value chains by the Russia-Ukraine crisis, resulting in the rising prices of food,
energy and other commodities. The development induced many central banks to switch to
tight monetary policy mode to tame inflation.

Inflation in Advanced Economies was expected to accelerate to 6.60 per cent in 2022,
compared with 3.10 per cent in 2021. The United States, Japan and the United Kingdom
were expected to record higher inflation rates of 7.70, 1.90 and 9.10 per cent in 2022,
respectively, compared with 4.30, 0.80 and 2.20 per cent in 2021.

Similarly, inflation in EMDEs was projected to increase to 9.50 per cent in 2022, compared
with 5.90 per cent in 2021. SSA was expected to experience inflation of 12.20 per cent in
2022, compared with 11.00 per cent in 2021. In Nigeria, however, inflation was expected to
moderate slightly to 16.10 per cent in 2022, from 17.00 per cent in 2021.
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_ 1.70 2.00 140 0.70 3.10 6.60
_ 210 240 180 120 430 7.70
_ 150 180 120 030 220 7.30
_ 050 100 050 -1.20 0.80 1.90
_ 270 250 180 090 220 9.0
_ 440 490 510 520 590 9.50
_ 1060 830 810 10.20 11.00 12.20
_ 16.50 12.10 11.40 13.20 17.00 16.10

Source: WEO Updatéily 2022

1.1.3 Oil Prices

The prices of crude oil increased significantly in the review period, owing to the disruption in
the supply chain following the Russia-Ukraine crisis, and rising global demand owning to
sustained increase in economic activities. The OPEC Reference Basket (ORB) rose by 50.98
per cent to US$117.72 pb at end-June 2022, compared with US$77.97 pb at end-December
2021. The ICE Brent also increased by 52.08 per cent to US$119.78 pb at end-June 2022,
over US$78.76 pb at end-December 2021. In the same vein, the West Texas Intermediate
(WTI) rose by 120.38 per cent to US$114.84 pb at end-June 2022, compared with US$52.11
pb at end-December 2021. Similarly, the Bonny Light rose by 69.29 per cent to US$126.00
pb at end-June 2022, compared with US$74.43 pb at end-December 2021.

Table1:3 Oil PricegUS$per barrel)

EndDec. EndDec. EndDec. EndDec. EndJun.

CRUDE OlL TYRESTES 2018 2019 2020 2021 2022

OPEC Reference Bask

(ORB) (USS$) 69.78 64.04 41.47 77.97 117.72
ICE Brent (US$) 68.94 61.19 46.20 78.76 119.78
West Texas Intermediate

(WTI) (US$) 61.81 55.47 42.71 52.11 114.84
Bonny Light (US$) 72.11 65.63 41.53 74.43 126.00

Source: OPEC and Reuters
1.1.4 Food Prices

The Food and Agriculture Organization (FAO) Food Price Index increased by 15.41 per cent
to 154.30 points at end-June 2022, compared with 133.70 points at end-December 2021.
The above development was due, mainly to the rise in the prices of meat, dairy, cereals,
vegetable oils, and sugar products.
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The Meat Price Index increased by 12.25 per cent to 124.60 points at end-June 2022,
compared with 111.00 points at end-December 2021; while the Dairy Price Index increased
by 16.43 per cent to 150.20 points at end-June 2022, over the level of 129.00 at end-
December 2021. Also, the Cereals Price Index increased by 18.36 per cent to 166.30 points
at end-June 2022, compared with 140.50 points at end-December 2021, while the Vegetable
Oil and Sugar Price Indices rose by 18.66 and 0.77 per cent, to 211.80 and 117.30 points at
end-June 2022, compared with 178.50 and 116.40 points at end-December 2021,
respectively. The upward trend in the various indices was attributed to supply constraint
induced by the Russia-Ukraine crisis and low inventory levels for most items.

Tablel1l:4 World Food Price Index

EndDec. 2018 | EndDec. 2019 | EndDec. 2020| EndDec. 2021 Egg;“”'
Food Price Index 92.20 101.00 108.60 133.70|  154.30
Meat 92.90 106.60 94.80 111.00] 124.60
Dairy 97.80 103.50 109.20 129.00/ 150.20
Cereals 101.1 97.40 116.40 14050,  166.30
Vegetable Oils 76.84 101.50 131.20 178.50, 211.80
Sugar 78.30 83.00 87.10 116.40, 117.30

Source: Food andgriculture Organisation (FAO)

International stock markets generally recorded a bearish performance during the review
period, reflecting a shiftini n v e spteferensedfrom equity market to fixed income securities
in response to rising interest rates.

In North America, the United States S&P 500, the Canadian S&P/TSX Composite, and the
Mexican Bolsa indices decreased by 21.36, 11.72, and 10.94 per cent, to 3,752.71,
18,713.62 and 47,337.65, from 4,772.14, 21,198.03 and 53,150.36, respectively. Similarly,
in South America, the Brazilian Bovespa Stock and the Colombian COLCAP indices
decreased by 6.69 and 4.60 per cent to 97,805.61 and 1,346.03, respectively, while the
Argentine Merval index increased by 4.22 per cent to 87,023.10.

In the European stock markets, the UK FTSE 100, France CAC 40 and the Germany DAX
indices decreased by 3.22, 17.54, and 19.89 per cent, respectively, relative to their levels at
end-December 2021.

In Asia, the Japan NIKKEI 225, China Shanghai SEA, and India BSE Sensex decreased by
8.33, 6.62 and 8.99 per cent, respectively, compared with their levels at end-December 2021.

In Africa, the South African JSE All-Share Index, the Kenyan Nairobi NSE 20, Egyptian EGX
CASE 30, and Ghanaian GSE All Share Index declined by 10.01, 15.23, 22.79, and 8.86 per
cent, respectively, while the Nigerian NGX All-Share Index increased by 21.31 per cent.
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Country Index EndDec 2019 | EndDec 2020 | EndDec 2021 | EndJune | % Change
(1) (2) (3) 2022 (4) | (4) & (3)
AFRICA
Nigeria NGX AlShare | ,¢ a45 07 40,270.72 42,716.44 51,817.59
Index 21.31
South Africa friji f"&;hare 57,084.10 59,408.68 73,709.39 66,334.42| -10.01
Nairobi NSE 2(
Kenya Share index | 2:654.39 1,868.39 1,902.57 161289 | c g
Egypt EGX CASE 30| 13,961.56 10,845.26 11,949.18 922561 | -22.79
Ghana GSE AlShare | , 557 15 1,939.14 2,793.24 2,545.79
Index -8.86
NORTH AMERICA
uS S&P 500 3,230.78 3,756.07 4,772.14 3,752.71 | -21.36
S&P/TSX
Canada . 17,063.43 17,433.36 21,198.03 18,713.62| -11.72
Composite
Mexico Bolsa 43,541.02 44,066.88 53,150.36 47,337.65 -10.94
SOUTH AMERICA
Brazil Bovespa StocK 115,645.00 119,017.20 104,822.00 | 97,805.61] -6.69
Argentina | Merval 41,671.41 51,226.49 83,500.11 87,023.10] 4.22
Columbia | COLCAP 1,662.42 1,437.89 1,410.97 1,346.03 | -4.60
EUROPE
UK FTSE 100 7,542.44 6,460.52 7.384.54 7,146.66 | -3.22
France CAC 40 5,978.06 5,551.41 7.153.03 5898.63 | -17.54
Germany | DAX 13,249.01 13,718.78 15,884.86 12,724.61] -19.89
ASIA
Japan NIKKEI 225 | 23,656.62 27,444.17 28,791.71 26,393.04| -8.33
China Shanghai SE A 3,195.98 3,640.46 3,814.30 3,561.90 | -6.62
India BSE Sensex | 41,253.74 47,905.84 58.253.82 53,018.94 -8.99

Bloomberg: https://www.bloomberg.com

Major currencies depreciated against the US dollar during the first half of 2022, owing to the
tight monetary policy stance of the US Federal Reserve (the Fed) during the period. In
Europe, the British pound sterling and the Euro depreciated by 10.81 and 7.95 per cent,
respectively while the Russian rubble appreciated by 27.32 per cent. The strong performance
of the Russian rubble was underpinned by various capital control measures imposed by the
government to mitigate the impact of sanctions imposed by the West.

In Asia, the Japanese yen, the Chinese renminbi, and the Indian rupee depreciated by 17.96,
5.35 and 6.28 per cent, respectively. In North America, the performance was mixed as the
Mexican peso recorded an appreciation of 1.13 per cent during the review period, while the
Canadian dollar depreciated by 1.57 per cent. In South America, the Brazilian real

Classified as Confidential

22



FINANCIAL STABILITY REPORTJUNE 2022
appreciated by 5.57 per cent, while the Argentine and the Colombian pesos depreciated by

21.88 and 2.01 per cent, respectively.

In Africa, the Nigerian naira, South African rand, Kenyan shilling, Egyptian pound and
Ghanaian cedi depreciated against the US dollar by 0.42, 1.94, 6.11, 19.59 and 31.27 per
cent, respectively.

The developments in the various foreign exchange markets heightened foreign exchange
risk of the banks, particularly in the EMDEs.

Tablel:6 Performanceof Selected Currencies

_ End End End EndJune % Change{
Country/Region | Currency| December| December| December 2022 (4) App/+Dep)
2019 (1) | 2020 (2) | 2021 (3) 4 & (3)
AFRICA
Nigeria Naira 364.51 390.35 412.99 414.72 0.42
South Africa Rand 14.00 14.69 15.97 16.28 1.94
Kenya Shilling 101.36 102.66 111.11 117.90 6.11
Egypt Pound 16.04 15.73 15.72 18.80 19.59
Ghana Cedi 5.75 5.87 6.14 8.06 31.27
NORTH AMERICA
Canada Dollar 1.30 1.27 1.27 1.29 1.57
Mexico Peso 18.94 19.88 20.34 20.11 -1.13
SOUTH AMERICA
Brazil Real 4.02 5.19 5.57 5.26 -5.57
Argentina Peso 59.87 84.15 102.74 125.22 21.88
Colombia Peso 3286.84| 3430.77| 4071.48 4153.19 2.01
EUROPE
UK Pound 0.75 0.73 0.74 0.82 10.81
Euro Area Euro 0.89 0.82 0.88 0.95 7.95
Russia Ruble 62.00 74.05 75.26 54.70 -27.32
ASIA
Japan Yen 108.65 103.30 115.08 135.75 17.96
China Renminbi 6.96 6.53 6.36 6.70 5.35
India Rupee 71.35 73.07 74.34 79.01 6.28

PTP= Period to Period ; YTD = Year to Date
Source: Bloomberg

Developments in monetary policy were mixed during the review period. Most central banks
commenced monetary policy normalisation in response to inflationary pressure that
accompanied the prolonged period of monetary policy accommodation.

In the advanced economies, the Bank of England, the Fed, Bank of Canada, Bank of Korea,
the Reserve Bank of New Zealand and the Reserve Bank of Australia increased policy rates,
from 0.25, 0.25, 0.25, 1.00, 0.75 and 0.10 per cent, to 1.25, 1.75, 1.50, 2.00, 2.00 and 0.85
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per cent, respectively. The Bank of Japan and the European Central Bank, however,
maintained policy rates at -0.10 and 0.00 per cent, respectively.

In Asia, the Bank of Indonesia maintained its policy rate at 3.50 per cent, while Bank Negara
Malaysia increased its rate to 2.00 per cent, from the level of 1.75 per cent at the end of the
previous period. In the BRICS, the Central Bank of Brazil, Reserve Bank of India, and South
African Reserve Bank increased policy rates to 13.50, 4.90 and 4.25 per cent, relative to

9.25, 4.00 and 3.75 per cent, respectively, while Bank of Russiaand t he Peopl es
China reduced rates to 6.50 and 3.70 per cent, from 7.50 and 3.80 per cent, respectively.

All the emerging market economies reported upon during the period signalled a tight
monetary policy stance. The Bank of Mexico, Central Bank of Chile and the Bank of the
Republic (Colombia), increased their policy rates to 7.75, 9.00 and 7.50 per cent, relative to
4.00, 4.00 and 3.00 per cent, respectively. Similarly in Africa, the Central Bank of Egypt,
Bank of Ghana, and Central Bank of Nigeria increased policy rates to 11.25, 19.00 and 13.00
per cent, compared with 8.25, 14.50 and 11.50 per cent, respectively.

Tablel:7 Policy Rates of Selected Countries

Country/Region| Jun2l| Jul21l| Aug2l| Sep2l| Oct21| Now-21| Dec2l| Jun22
Developed Economies
Japan -0.10 -0.10 -0.10 -0.10 -0.10 -0.10| -0.10 -0.10
Europe 0.00 0.00 0.00 0.00 0.00 0.00/| 0.00, 0.00
UK 0.10 0.10 0.10 0.10 0.10 0.10 0.25 1.25
us 0.25 0.25 0.25 0.25 0.25 0.25, 0.25 1.75
Canada 0.25 0.25 0.25 0.25 0.25 0.25| 0.25 1.50
South Korea 0.50 0.50 0.75 0.75 1.00 1.00 1.00 1.75
New Zealand 0.25 0.25 0.25 0.25 0.5 0.75 0.75 2.00
Australia 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.85
Asia
Indonesia 3.50 3.50 3.50 3.50 3.50 3.50| 3.50 3.50
Malaysia 1.70 1.70 1.70 1.70 1.70 1.70 1.75 2.00
BRICS
Brazil 4.25 4.25 5.25 5.25 7.75 7.75 9.25 13.50
Russia 5.50 6.50 6.50 6.75 7.50 7.50 7.50 6.50
India 4.00 4.00 4.00 4.00 4.00 4.00 4.00 4.90
China 3.80 3.80 3.80 3.80 3.80 3.80| 3.80 3.70
South Africa 3.75 3.75 3.75 3.75 3.75 3.75 3.75 4.25
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Other Emerging Economies & South America

Mexico 4.25 4.25 4.50 4.75 4.75 5.00 5.00 7.75
Chile 0.75 0.75 1.50 1.50 2.75 2.75 4.00 9.00
Colombia 2.00 2.00 2.00 2.00 2.50 2.50 3.00 7.50
Africa

Egypt 8.25| 8.5 8.25 8.25 8.25 8.25| 825 11.25
Ghana 13.50 13.50 13.50 13.50 13.50 14.50| 14.50 19.00
Nigeria 11.50 11.50 11.50 11.50 11.50 11.50| 11.50 13.00

Sourcewww.cbrates.comwww.tradingeconomics.conrelevant central bank websites.

1.2 Domestic Macroeconomic Developments

1.2.1 Output Growth

The Nigerian economy continued its recovery in the first half of 2022, albeit at a slower pace
relative to the level in the preceding half year. Output grew by 3.32 per cent in the first half
of 2022, compared with 4.01 per cent in the second half of 2021.The moderation in growth
was due to the negative impact of the Russia-Ukraine crisis and the lingering security
challenges, particularly in the major food producing areas. These developments resulted in
major economic and financial shocks which induced inflationary and exchange rate
pressures.

Figurel.1 GrossDomesticProduct (Growth %)

-/ 3.32
i 2.70

— ~—

PER CENT

H2 2018 H2 2019 \1 2020 H2 2020, H1 2021 H2 2021 H1 2022
_ (1.70)

Source: National Bureau of Statistics

The non-oil sector remained the major driver of growth, owing to the improved performance
of the services sectors. The non-oil sector contributed 4.97 percentage points to output in
the first half of 2022. However, the oil sector, however, contracted, contributing negative 1.64
percentage points to the growth in GDP.
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Tablel:8 S=ctoral Contributionsto real GDP

Sector H1 2021 H2 2021 H1 2022
Agriculture 0.41 0.68 0.50
Of which: Crop Production 0.38 0.68 0.45
Industry -0.02 -0.17 -1.05
Of which: Qil -0.66 -0.69 -1.64
Manufacturing 0.32 0.29 0.42
Services 2.31 3.50 3.87
Of which: ICT 0.95 1.02 1.49
GDP Growth 2.70 4.01 3.32

Source: National Bureau of Statistics

In terms of relative sectoral contribution to real GDP growth, the Services sector maintained
its steady improvement, contributing 3.87 percentage points, compared with 3.50 percentage
points in the preceding half year, while the contribution of the agriculture sector dropped
marginally to 0.50 percentage point from 0.68 percentage point in the preceding half of 2021.
The improvement in the Services sector was due to the growth in ICT, while the slow growth
in agriculture sector was owing to a decline in crop production arising from the lingering
security challenges in the food producing areas. The contribution of the industry sector,
however, was negative (-0.05 percentage point).

1.2.2 Inflation

Inflationary pressures heightened in the first half of 2022, driven, largely by the continued
increase in both core and food components. Headline inflation (year-on-year) rose to 18.60
per cent in June 2022, compared with 15.63 per cent in the second half of 2021. The 12-
month-moving-average headline inflation, however, moderated slightly to 16.54 per cent at
end-June 2022, compared with 16.95 per cent at end-December 2021.

Food inflation (year-on-year) increased to 20.60 per cent, compared with 17.37 per cent in
the second half of 2021, largely driven by the lingering insecurity, particularly in the food
producing areas and supply chain disruptions induced by the Russia-Ukraine crisis. Core
inflation also rose to 15.75 per cent, compared with 13.87 per cent in the second half of
2021. The rise was due, mainly, to increased electricity tariffs, high price of Automotive Gas
Oil (AGO) and scarcity of Premium Motor Spirit (PMS).
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Figurel.2 Inflationary Trend (Yeabn-Yeal)
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Source: National Bureau of Statistics

1.2.3 Fiscal Operations of the Federal Government

Provisional data on Federal Government Retained Revenue, at N2,134.47 billion in the first
half of 2022, fell short of the budget benchmark by 60.30 per cent, reflecting the subsisting
revenue challenges. Provisional aggregate expenditure, at N8,368.06 billion in the first half
of 2022, was below the prorated budget by 2.30 per cent, owing to the shortfall in capital
expenditure. Consequently, the fiscal operations of the Federal Government resulted in an
overall deficit of N6,233.60 billion, indicative of an expansionary policy stance.

Figurel.3 Federal Government Fiscal Operatio(¥ Billion)
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Source: OAGF & CBN Staff Estimate

The gap between total revenue and expenditure was bridged by borrowing from domestic
and external sources. The consolidated public debt stock at end-March 2022 stood at
N41,604.06 billion, comprising 60.06 per cent and 39.94 per cent of domestic and external
debt, respectively. The total public debt stock indicated an increase of 5.18 per cent over the
level at end-December 2021. The debt stock represented 27.34 per cent of GDP, which was
below the Medium-Term Debt Strategy (MTDS) threshold of 40.0 per cent.
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The total domestic debt of N24,986.87 billion at end-March 2022, reflected an increase of
N286.67 billion or 1.16 per cent, compared with N23,700.80 billion at end-December 2021.
The increase was driven, largely, by Nigerian Treasury Bills, FGN Savings Bond and FGN
Bonds issues. The FGN portion constituted 80.62 per cent, while states and FCT held 19.38
per cent.

At end-March 2022, the FGN domestic debt stood at N20,144.03 billion (54.80 per cent of
total FGN debt), while the FGN external debt was N16,617.19 billion (45.20 per cent) (Fig
1.4). FGN Bond issues maintained its dominance, accounting for 70.70 per cent of the total
domestic debt, followed by Treasury Bills (21.88 per cent), Promissory Notes (3.79 per cent),
FGN Sukuk (3.03 per cent), and others! (0.60 per cent).

Ni g e rcansol@ated external debt comprised multilateral, commercial and bilateral loans,
which accounted for 47.43, 39.83 and 11.25 per cent, respectively, while 6 o t hlaamso
constituted 1.50 per cent.

Figurel.4 FGN External and Domestic Debt Composit{@&hBillion)
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Source: Debt Management Office

1 This includes Treasury bonds (0.38 per cent), Greend{@i3 per cent) and FGN Savings (@09 per
cent).

2 Promissory Notes
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Figurel.5 Federal Government DomesticDebt Sock
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1.2.4 External Reserves

At end-June 2022, gross external reserves decreased by 2.66 per cent to US$39.16
billion, from US$40.23 billion at end-December 2021. A breakdown of the reserves
indicated that the CBN, FGN and Federation holdings were 96.84, 3.07 and 0.09 per
cent, respectively. The currency composition showed that 76.59 per cent of the reserves
was held in US dollars, 12.88 per cent in SDRs, 9.32 per cent in Renminbi and 1.21 per
cent in other currencies.

Total inflow to the external reserves was US$16.40 billion in the first half of 2022,
compared with US$26.01 billion in the second half of 2021, reflecting a decrease of 36.95
per cent. The higher inflow in the preceding half was attributed largely to non-recurring
inflows of US$3.34 billion (SDR allocation) and US$4.0 billion (proceeds of the FGN
Euro bond issuance).

Total outflow decreased by 24.16 per cent to US$16.89 billion, compared with US$22.27
billion in the second half of 2021, owing largelytoadecr ease i n t he Ban!
at the foreign exchange market.
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Figurel.6 External Resern&Position (USh Millions)
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Tablel:9 Foreign Exchange Flows through the C&Ns$billion)

Period Inflow Outflow Net flow
US$ billion US$ billion USS$ billion
H1lg 2021 14.06 17.65 (3.59)
H2¢ 2021 26.01 22.27 3.74
H1¢ 2022 16.40 16.89 (0.49)

1.2.5 Risks to the External Reserves

The level of external reserves remained a key factor in the stability of the financial system.
Downside risks to the external reserves include:

1 Low inflows from crude oil & gas revenue. The non-receipt of inflows from crude oil
and gas sales despite the rise in oil prices has continued to impact negatively on
accretion to the reserves. This was attributed to reduction in crude oil production,
among others.

1 Rising foreign loan repayment obligations. The increase in the foreign debt profile is
an indication that foreign debt service payments are likely to increase, and would
negatively affect the level of reserves.

1 Global inflationary pressures. Global inflation is expected to remain elevated a
situation that was previously anticipated, necessitating the hike in interest rates by the
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Fed and other major centralbanks. Thiss enppobbses a threat to r e
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2 DEVELOPMENTS IN THE FINANCIAL SYSTEM

2.1 Monetary and Credit Developments

Broad money supply (Ms) grew by 10.00 per cent to N48,890.24 billion at end-June 2022.

The development reflected an increase in domestic claims (17.88 per cent), arising from

31.61 and 12.44 per cent growth in net claims on the central government and claims on

6ot her g respecivehoTlse i ncrease in c¢claims on 6ot he
credit delivery to the real economy.

The growth in total monetary liabilities was due, mainly, to the rise in transferable deposits
(16.61 per cent) and other deposits (8.19 per cent). The growth in transferable deposit was
due, largely, to the increase in transferable deposits of commercial and merchant banks,
while the increase in other deposits was hinged on the 13.40 per cent rise in foreign currency
deposits. Narrow money supply (M1) rose by 12.69 per cent to N20,347.59 billion at end-
June 2022, compared with N18,055.86 billion at end-December 2021. The growth in M1 was
due to rise in demand for cash as inflationary pressures persisted in the economy.

Table2:1 Growth Rates of Monetary Aggregates

% ChangéOver preceding_; December) Dec 20 Jun 21 Dec 21 Jun 22
Foreign Assets (Net) 50.95 -18.73 -1.71 -34.73
Net Domestic Asset 3.55 7.64 16.95 21.93
Domestic Claims 12.71 6.85 17.25 17.88
Claims on Central Government (Net) | 13.81 0.88 15.96 31.61
Claims on Other Sectors 12.30 9.15 17.75 12.44
Other Items (Net) 108.48 11.97 23.78 8.60
Currency Outside Depository Corporations | 23.38 -9.91 17.74 -7.46
Transferable Deposits 54.69 3.25 14.15 16.61
Narrow Money Supply (M1) 48.74 1.17 14.72 12.69
Other Deposits 20.63 3.86 16.63 8.19
Monetary Liabilities (M2) 31.00 2.73 15.83 10.02
Securities Other than Shares -81.98 -39.82 -99.92 -681.36
Total Monetary Liabilities (M3) 11.63 1.56 12.63 10.00

Source: Statistics Department, Central Bank of Nigeria

32

Classified as Confidential



FINANCIAL STABILITY REPORTJUNE 2022
2.1.1 Market Structure of the Banking Industry

During the review period, six banks accounted for 68.79 and 66.69 per cent of total deposits
and assets, compared with 63.88 and 63.79 per cent in the second half of 2021, respectively,
reflecting an increase in concentration. This was consistent with the Herfindahl Hirschman
Indices (HHI) of 954.53 and 933.89, for deposits and assets, respectively, compared with
847.43 for deposits and 854.24 for assets at end-December 2021. The shares of individual
banks ranged from 0.07 to 15.56 per cent in deposits and 0.33 to 17.04 per cent in assets.

Figure2.1 Concentration Ratios of the Banking Industry Assets and Deposits
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Source: Research Department, Central Bank of Nigeria

2.1.2 Consumer Credit

Consumer credit outstanding, which accounted for 7.22 per cent of total credit to the private

sector, declined by 6. 78 per cent t o -Jube 2022 3conipd&ed bvithl | i C
N2,073.76 billion at end-December 2021. The decrease was due, largely, to the reduction in
personal loans, owing to the rise in lending rates.

Figure2.2 Consumer Credit
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Total credit to various sectors of the economy grew by 10.12 per cent to N26,846.40 billion
at end-June 2022, owing, largely, to a 12.41 per cent increase in credit to N14,624.15 billion
in the Services Sector. Also, credit to Agriculture and Industry increased by 11.84 and 6.87
per centt o 1, 6 3 0and 810,b91.87Ibillian,respectively.

Services and Industry remained the dominant sectors, accounting for 54.47 and 39.45 per
cent of the total credit, respectively, compared with 53.36 and 40.66 per cent at end-
December 2021. The share of Agricultural Sector increased by 0.09 percentage point to 6.07
per cent, compared with 5.98 per cent, at end-December 2021.

The improved flow of credit to the real sectorr ef | ect ed the Bankoés
supporting productivity and, real output growth and employment generation in the economy.

Table2:2 Sectoral Allocation of Credit

% Change
Jun21 Dec21 Jun22 Percentage Share in Total Between
Jun Dec
(=N="m) (=N="'m) (=N='m) 21 21 Jun22 (2) &3) (1) &((3)
ITEM (1) (2) 3) @ (5) (6)
SECTORAL CREDIT
ALLOCATION
[a] Agriculture 1,154.69 1,457.82 1,630.381 5.27 5.98 6.07 11.84 41.20
[b] Industry 9,274.05 9,911.14 10,591.87 42.36 40.66 39.45 6.87 14.21

of which Construction ~ 1,096.19 1,069,500.7 1,177.24 5.00 4.40 4.39 10.07 7.39

[c] Services 11,466.57 13,009.23 14,624.15 52.37 53.36 54.47 12.41 27.54

of which Trade/General
Commerce 1,376.32 1,708.38 1,913.39 6.30 7.00 7.13 12.00 39.02

TOTAL PRIVATE SECT
CREDIT 21,895.31 24,378.19 26,846.40 100.0 100.0 100.00 10.12 22.61

Source: Central Bank of Nigeria

2.2 Other Financial Institutions

The total number of Other Financial Institutions (OFIs) increased by 15 to 6,697 at end-June
2022, compared with 6,682 at end-December 2021. The increase was due to the licensing
of six Finance Companies (FCs) and nine Microfinance Banks (MFBSs) in the review period.
The 6,697 OFIs comprised Seven Development Finance Institutions (DFIs), 875 MFBs, 106
FCs, 34 Primary Mortgage Banks (PMBs) and 5,675 Bureaux-de-change (BDCs) (Table
2.31).
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Table2:3 Compositionof Other Financial Institutions

S/N Type Number of Institutions Number of Institutions
at endDecember, 2021 at end-June, 2022

1 Microfinance Banks 866 875

2 Bureaux De Change 5,675 5,675

3 FinanceCompanies 100 106

4 Development Financ 7 7
Institutions

5 Primary Mortgage Banks 34 34
Total 6,682 6,697

The total assets of OFIs, excluding BDCs, increased by 8.10 per cent to N5,646.65 billion at
end-June 2022, from the level of N5,223.66 billion recorded at end-December 2021. This
was due largely to increase in investments, cash and bank balances, net loans and advances
and placements. Investments increased by 21.24 per cent to N1,231.45 billion, at end-June
2022, from N1,015.71 billion at end-December 2021, while cash and bank balances
increased by 16.04 per cent to N263.82 billion, from N227.37 billion.

Similarly, net loans and advances and placements increased by 3.19 per cent and 5.58 per
cent to N3,023.61 billion and N708.54 billion at end-June 2022, from N2,930.06 billion and
N671.07 billion, respectively, at the end of the preceding period.

Aggregates har eh ol d grewsbhy 6.91yper dest to N733.92 billion at end-June 2022,
compared with N686.47 billion at end-December 2021, owing to compliance with the new
minimum capital requirement for MFBs and the accretion to reserves.

"Due to other banks6and borrowings increased by 218.64 per cent and 16.81 per cent to
N157.94 billion and N2,125.76 billion, at end-June 2022, compared with N49.57 billion and
N1,819.87 billion, respectively, at end-December 2021. Similarly, deposit liabilities increased
by 7.21 per cent to N1,186.56 billion at end-June 2022, from N1,106.79 billion, at end-
December 2021, while long-term liabilities decreased by 25.27 per cent to N521.94 billion
from N698.45 billion.

35

Classified as Confidential



FINANCIAL STABILITY REPORTJUNE 2022

Figure2.3 Consolidated Balance Sheet GfFb
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2.2.1 Development Finance Institutions

The total assets of the development finance sub-sector grew by 9.16 per cent to N3,334.06
billion at end-June 2022, from the level of N3,054.33 billion at end-December 2021. The
increase was due largely to investments and placements which grew by 23.37 per cent and
8.79 per cent to N1,121.46 billion and N466.51 billion at end-June 2022, from N909.04 billion
and N428.81 billion, respectively, at end-December 2021. Net loans and advances increased
by 0.83 per cent to N1,598.62 billion at end-June 2022, compared with N1,585.39 billion at
end-December 2021.

The growth in assets was driven mainly by the 19.24 per cent increase in borrowings to
N1,886.72 billion at end-June 2022, from N1,582.32 billion at end-December 2021.The
aggregate sharehol der sdé f un dN471i6N lliorea end-duneb y 4
2022, from N453.24 billion at end-December 2021, due to accretion of N18.43 billion to
reserves. Deposit liabilities also increased by 8.45 per cent to N558.36 billion at end-June

2022, from N514.85 billion at end-December 2021; while other liabilities decreased by 15.40

per cent to N371.03 billion from N438.60 billion.
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The breakdown of the total assets by institutions, indicated that the Bank of Industry (BOI),
Development Bank of Nigeria (DBN), Federal Mortgage Bank of Nigeria (FMBN), Nigerian
Export-Import Bank (NEXIM) accounted for 59.83, 14.91, 14.46 and 6.49 per cent,
respectively. Furthermore, Nigeria Mortgage Refinance Company (NMRC), Bank of
Agriculture (BOA) and The Infrastructure Bank (TIB), accounted for 2.58, 1.66 and 0.07 per
cent, respectively. The BOI, DBN, FMBN, NEXIM, BOA and NMRC accounted for 48.75,
20.06, 19.31, 8.53, 1.80 and 1.55 per cent of total net loans and advances, respectively.

Figure2.4 Gonsolidated Balance Sheet @Fb
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2.2.2 Primary Mortgage Banks

The total assets of the sub-sector increased by 4.14 per cent to N526.53 billion, at end-June
2022, compared with N505.61 billion, at end-December 2021, owing largely to increases in
net loans and advances, as well as balances with banks. Net loans and advances and
balances with banks increased by 4.32 per cent and 31.77 per cent to N287.97 billion and
N23.64 billion at end-June 2022, compared with N276.03 billion and N17.94 billion,
respectively, at end-December 2021. Placements with banks increased by 4.63 per cent to
N77.35 billion at end-June 2022, from the level of N73.93 billion at end-December 2021,
while short-term investments declined by 36.26 per cent to N4.39 billion from N6.88 billion.

The shar eholintreasedby 26.45mpdrsent to N41.23 billion at end-June 2022,
from N32.53 billion at end-December 2021, owing to accretion to reserves. Long-term loans
and other liabilities also increased to N86.30 billion and N203.71 billion at end-June 2022,
from N77.06 billion and N194.26 billion at end-December 2021, indicating increases of
11.99 and 4.87 per cent, respectively.
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Figure2.6 Consolidated Balance Sheet of PEIBN'BN)
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TotalLiabilies of N526.53 billon | Paicup TotalLiabilities of N526.53 billion Paidup
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Table2:4 FinanciaHighlights OFPMBs
EndDecember EndJune 2022 Change % Change
2021 MNQ OAf ]| MNQ OAf
NQ OoAf ]
Total Assets 505.61 526.53 20.92 4.14
Net Loans and Advances 276.03 287.97 11.93 4.32
Investments 58.97 57.81 (1.15) (1.95)
Other Assets 53.42 55.62 2.20 411
Cash and Shofferm Funds 97.45 105.24 7.79 8.00
Reserves (76.18) (69.55) 6.62 8.70
Deposit liabilities 180.20 174.20 (6.00) (3.33)
Other liabilities 194.26 203.71 9.46 4.87
Longterm Liabilities 77.06 86.30 9.24 11.99
{ K NBK2f RSN&C 32.53 41.23 8.70 26.75

Investible funds available to the PMB sub-sector at end-June 2022 amounted to N31.41

billion. The funds were sourced mainly from inc

40

Classified as Confidential

reases in long-term loans and other liabilities



FINANCIAL STABILITY REPORTJUNE 2022
by N9.24 billion and N9.46 billion, respectively and were mainly utilised to increase loans

and advances, as well as cash and short-term funds.

The capital adequacy ratio of the PMBs increased to 12.09 per cent at end-June 2022,
compared with 9.95 per cent at end-December 2021 and was above the regulatory minimum
of 10.00 per cent. The increase in the CAR was due to additional capital injection, which
i mpacted positivel y Ao thes lhqaidite Ratolindreases t 4934 ped s .
cent at end-June 2022, compared with 43.65 per cent at end-December 2021 and surpassed
the prudential minimum of 20.00 per cent. Similarly, asset quality improved as non-
performing loans (NPL) ratio reduced by 21.63 percentage points to 27.28 per cent at end-
June 2022, compared with 48.91 per cent at end-December 2021. The NPL ratio, however,
remained above the regulatory maximum of 10.00 per cent.

During the review period, six new FCs were granted licences, bringing the total to 106 at
end-June 2022, compared with 100 at end-December 2021. Similarly, the total assets of FCs
increased by 4.10 per cent to N377.47 billion at end-June 2022, from N362.62 billion at end-
December 2021. The development was attributed largely to the six newly licenced FCs and
increases in net loans and advances and other assets.

At end-June 2022, net loans and advances increased by 8.88 per cent to N181.80 billion and
other assets by 13.84 per cent to N66.20 billion; compared with N166.98 billion and N58.15
billion, respectively, at end-December 2021. Furthermore, fixed assets increased by 7.89 per
cent to N49.79 billion at end-June 2022, from N46.15 billion at end-December 2021.
Investments, however, decreased by 35.43 per cent to N12.76 billion at end-June 2022, from
the level of N19.76 billion recorded at end-December 2021.

Total borrowings and other liabilities increased by 0.63 and 8.42 per cent to N239.04 billion
and N89.31 billion at end-June 2022, compared with N237.55 billion and N82.38 billion at
end-December 2021, respectively. Similarly, sh ar e h ol d eincseésedfby ©b5kb4 per
cent to N47.18 billion at end-June 2022, compared with N40.84 billion at end-December
2021, resulting from additional capital injection and accretion to reserves.
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Table2:5 Financial Positiorof FG
EndDecember 2021 EndJune 2022 % Change

NQO oAf
(Mcbillion)
Total Assets 362.62 377.47 4.10
Cash in Vault 2.37 2.23 (5.94)
Balances with Banks 27.32 27.67 1.28
Net Loans and Advances 166.98 181.80 8.88
Investments 19.76 12.76 (35.43)
Placements 41.89 37.02 (11.62)
Fixed Assets 46.15 49.79 7.89
Borrowings 237.55 239.04 0.63
Other Liabilities 82.38 89.31 8.42
{ KI NBK2f RSND: 40.84 47.18 15.54
Paid up capital 25.65 29.40 14.62
Reserves 15.19 17.78 17.09

Figure2.8 Consolidated Balance Sheet B3
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Figure2.9 Composition of Assets and Liabilities Bf3

TotalAssets of N377.47 billion

Cash & Bank  pjacements
Balances 11.55%
8.19%

Fixed Investment
Assets 5.45%
12.73%

[ — |

16.04%

Net Loans &

TotalAssets of N377.47 billion
Cash & Bank Placements

) Balances 9.81%

Fixed 7.92%

Assets

13.19% BN Investments
3.38%

Other‘

Asset:
17.549
Net Loans &

AdVances Advances
Assets of FCs at EnBec. 2021 46.05% Assets of FCs at Endun. 2022 48.16%
| TotalLiabilities of N377.47 billion TotalLiabilities of N377.47 billion

Other Paidup Paidup

Liabilities Capital Other Capital

Longterm  22.72% 7.07% Liabilities 7.79%
S 23.66%
Liabilities Longterm |

0.51%

Liabilities of FCs at Erfbec. 2021 65.51%

Reserves o
|

\ Borrowings

Reserves

ties 4.71%

0.51%

f

Borrowing
$63.33%

Liabilities of FCs at Eadun. 2022

Investible funds at end-June 2022 amounted to N26.86 billion, compared with N42.17 billion
at end-December 2021. The decline was mainly due to reduction in other liabilities and
borrowings. The funds were sourced mainly from increases in paid-up capital and other
liabilities by N3.75 billion and N6.93 billion, as well as decreases in placements and
investments by N4.87 billion and N7.00 billion, respectively. The funds were utilised mainly
to increase loans and advances, and other assets.

The CAR for the subsector was 11.24 per cent at end-June 2022, compared with 11.12 per
cent at end-December 2021, while NPL ratio declined to 19.17 per cent from 19.91 per cent
over the same period, reflecting an improvement in asset quality and loan repayment.
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During the review period, nine Unit MFBs were licensed, bringing the total to 875 (9 National,
134 State and 732 Unit MFBs), compared with 866 (9 National, 134 State and 723 Unit
MFBs) at end-December 2021.

The total assets of the subsector increased by 8.26 per cent to N1,408.58 billion, at end-
June 2022, from N1,301.11 billion, at end-December 2021. The increase was due to the
newly licensed MFBs and growth in net loans and advances, cash and bank balances, and
fixed assets. Similarly, net loans and advances increased by 5.94 per cent to N955.23 billion,
at end-June 2022, compared with N901.66 billion, at end-December 2021, while fixed assets
increased by 141.93 per cent to N35.45 billion, at end-June 2022, from N14.65 billion, at
end-December 2021. Cash increased by 96.09 per cent to N32.74 billion, at end-June 2022,
compared with N16.70 billion, at end-December 2021.

Sharehol dersé funds icenttoda78.83dbillidnyat eBd-Jidngé 2082 r
compared with N159.86 billion at end-December 2021, owing largely to capital injection and
retained earnings. Similarly, takings from other banks increased by 707.52 per cent to
N133.93 billion at end-June 2022, from N16.58 billion at end-December 2021, while deposits
increased by 10.26 per cent to N453.99 billion, from N411.74 billion. However, long-term
loans declined by 12.95 per cent to N390.36 billion at end-June 2022, from N448.43 billion
at end-December 2021.
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