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1.0
MACRO-FISCAL FORECASTS COMPUTATION AND ANALYSIS

1.1
INTRODUCTION
Budgeting is the process of estimating revenues and expenditures over a specified period of one year. A Budget is the main instrument for translating government economic policy objectives into a series of activities for annual implementation aimed at improving socio-economic development and welfare of the citizens. The process of assigning financial values, quantities or rational values to economic variables in the budget based on certain underlying assumptions is budget estimation (forecasting). This process transforms the economic variables into fiscal variables. The fiscal forecast is an integral part of budget preparation. It is based on some assumptions. Some of the assumptions used in the preparation of the Federal Government budget include gross domestic product growth, inflation rate, dollar exchange rate, crude oil benchmark, as well as quantity of production of crude oil. Forecasting is about predicting the future with probability of error. This means that fiscal forecast is not always accurate. A forecast error is the difference between predicted and actual value. Regarding budgeting, fiscal forecast errors are the deviations between the amount budgeted and the actual figures.
1.2 EMPIRICAL FRAMEWORK
1.2.1 Database

The data were obtained from the presentation of budget breakdown by the Federal Ministry of Finance, Budget and National Planning (MoFBNP) that were published after approval by the National Assembly. We also extract data from the Budget Implementation Reports published by Budget Office of the Federation. Other fiscal data are obtained from the bulletins of the National Bureau of Statistics and Central Bank of Nigeria. The data covered the period from 2011 to 2021, the summary is given in the table below.
Table 1.1
MACROECONOMIC FISCAL PARAMETERS – BUDGET AND ACTUALS FROM 2011 TO 2021
[image: image1.emf]Budget Actual Budget Actual Budget Actual Budget Actual Budget Actual Budget Actual

FGN Revenue (Nbillion)

3,348 2,567 3,561 3,131 4,100 3,500 3,731 3,242 3,452 3,240 3,856 2,947

FGN Expendiure (Nbillion)

4,485 4,302 4,697 4,131 4,986 4,561 4,695 4,123 5,068 4,767 6,060 5,142

FGN Fiscal Balance Nbillion

-1,137 -1,735 -1,136 -1,000 -886 -1,060 -964 -881 -1,616 -1,527 -2,205 -2,194

FGN Capital Spending Nbillion

1,147 919 1,340 744 1,591 958 1,120 588 557 601 1,587 174

FGN Non Capital Spending 

Nbillion

3,338 3,384 3,357 3,387 3,396 3,603 3,576 3,536 4,511 4,166 4,473 4,968

Borrowing Nbillion

852 852 744 744 577 707 624 624 1,182 330 1,819 300

Oil Benchmark  ($) 75.00 111.26 72.00 111.67 75.00 108.56 79.00 98.97 52.00 48.66 38.00 43.29

Oil Production Volume (mbpd)

2.30 2.37 2.48 2.34 2.53 2.19 2.39 2.05 2.28 2.12 2.20 1.81

Inflation Rate (%)

11.80

10.30

9.50

12.00 8.00

8.00

8.00 9.60 18.60

Average Exchange Rate ($)

150.00

153.86

155.00

157.50

160.00

157.31

160.00

158.55

165.00

193.28

197.00

253.49

GDP Growth Rate (%)

7.85

5.31

7.20

4.21

6.50

5.49

6.75

6.22

5.50

2.79

4.37

-1.58

Budget Actual Budget Actual Budget Actual Budget Actual Budget Actual

FGN Revenue (Nbillion)

5,084 2,658 7,166 3,866 6,998 4,120 5,365 3,418 6,638 4,643

FGN Expendiure (Nbillion)

7,441 6,464 9,120 7,511 8,916.96 8,298.82 9,973.9210,017.3012,512.2411,079.70

FGN Fiscal Balance Nbillion

-2,357 -3,645 -1,954 -3,645 -1,918-4,178.73-4,608.25-6,598.96-5,874.66-6,436.19

FGN Capital Spending Nbillion

2,175 1,440 2,870 1,682 2,094.95 1,165.51 2,488.79 1,601.75 4,188.32 1,903.55

FGN Non Capital Spending 

Nbillion

5,267 5,024 6,251 5,829 6,822 7,133 7,485 8,416 8,076 8,680

Borrowing Nbillion

2,322 2,503 1,643 1,742 1,606 913.00 4,462 2,058 6,449 4,519

Oil Benchmark  ($) 44.50 50.80 51.00 65.23 57.00 56.99 28.00 39.86 40.00 73.00

Oil Production Volume (mbpd)

2.20 1.89 2.30 1.92 2.30 2.01 2.18 1.78 1.86 1.60

Inflation Rate (%)

12.90

15.40

12.40

11.40

9.98

11.98

10.81

15.75

11.95

16.98

Average Exchange Rate ($)

305.00

365.58

305.00

362.05

305.00

361.93

305.00

382.08

379.00

409.08

GDP Growth Rate (%)

2.50

0.82

3.50

1.91

3.50

2.27

2.93

-1.92

3.00

3.40

MACROECONOMIC FISCAL PARAMETER - BUDGET & ACTUAL FROM 2011 TO 2021

Macroeconomic Parameter

2017 2018 2019 2020 2021

Macroeconomic Parameter

2011 2012 2013 2014 2015 2016


Source: BOF, CBN and NCS

Table 1.2 REVENUE FORECAST 2011 - 2021
[image: image2.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Budget 2011 3,348

Budget 2012 3,561

Budget 2013 4,100

Budget 2014 3,731

Budget 2015 3,452

Budget 2016 3,856

Budget 2017 5,084

Budget 2018 7,166

Budget 2019 6,998

Budget 2020 5365.67

Budget 2021 6,637.58    

Budget 2022

Budget 2023

Actual revenue 2,567 3,131 3,500 3,242 3,240 2,947 2,658 3,866 4,120 3,418 4,626.57    

T0 deviation outturn 

(outturn t0-forecast for t0)

30.4 13.7 17.1 15.1 6.5 30.8 91.3 85.3 69.9 57.0 43.5

T+1 deviation outturn 

(outturn t+1-forecast for t+1)

T+2 deviation outturn 

(outturn t+2-forecast for t+2)

Actual GDP 63,713 72,600 81,010 90,137 95,178 102,575 114,899 129,087 145,639 154,252 173,528

Source: Budget Implementation Reports

Revenue In Billion Naira


Table 1.3 REVENUE FORECAST IN % TO GDP 2011 -2021

[image: image3.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Budget 2011 5.2

Budget 2012 4.9

Budget 2013 5.1

Budget 2014 4.1

Budget 2015 3.6

Budget 2016 3.8

Budget 2017 4.4

Budget 2018 5.6

Budget 2019 4.8

Budget 2020 3.5

Budget 2021 3.8

Budget 2022

Budget 2023

Actual revenue 4.0 4.3 4.3 3.6 3.4 2.9 2.3 3.0 2.8 2.2 2.7

T0 deviation 

(outturn t0-forecast t0)

1.2 0.6 0.7 0.5 0.2 0.9 2.1 2.6 2.0 1.3 1.1

T+1 deviation 

(outturn t+1-forecast t+1)

T+2 deviation outturn 

Actual GDP 63,713 72,600 81,010 90,137 95,178 102,575 114,899 129,087 145,639 154,252 173,528

Source: Budget Implementation Reports

Revenue


Note: The worksheets tracks Ministry of Finance projections of real GDP growth and fiscal indicators (revenue, expenditure, balance). A table/matrix for each macro-fiscal indicator is constructed. The rows show the forecasts published in each successive Budget Document or MTEF/FSP. The outturn is reported in the last row of the table. The analysts can use these tables to keep evidence of the past forecasts and produce respective forecast errors (deviations of forecasts from actuals). For example, a forecast error of the year t (forecast for the next budget year): (outturn t-forecast for t); for one year following the budget year, t+1: (outturn t+1-forecast for t+1); for year t+2: (outturn t+2-forecast for t+2). If a forecast error table is constructed for another macroeconomic indicator (in nominal terms, e.g. Naira Billions), a relative forecast error can be calculated as (forecast for t+i - outturn t+i)/(outturn t+1)*100), i=0,1,2. For each indicator, except GDP, the forecasts and actuals are presented in percentage of GDP and the nominal value. Current worksheets are built to allow to track forecast accuracy of MoFBNP published in the respective Q4 Budget Implementation Reports. However, this file could be built to track the projections published in each MTEF and calculate forecast errors for t0, t1, and t2.  

The template was applied to some of the macroeconomic parameters in the table above and the results are populated in tables 1.4 and 1.5 below

Table 1.4 FORECAST ERRORS MEASURED AS RELATIVE CHANGE FROM ACTUALS

[image: image4.emf]Forecast Errors measured as relative change from actulas (forecasts-actuals)/actuals*100  

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021Avg

Revenue 30.4 13.7 17.1 15.1 6.5 30.8 91.3 85.3 69.9 57.0 43.5 43.0

Expenditure 4.2 13.7 9.3 13.9 6.3 17.9 15.1 21.4 7.4 -0.4 12.9 11.8

Capital Exp 24.8 80.0 66.0 90.5 -7.4 100.0 51.0 70.6 79.7 55.4 120.0 70.6

Non-capital -1.3 -0.9 -5.8 1.1 8.3 -10.0 4.8 7.2 -4.4 -11.1 -6.9 -1.7

Balance -34.5 13.6 -16.5 9.4 5.8 0.5 -38.1 -46.4 -54.1 -30.2 -8.7 -16.5

Borrwoing 0.0 0.0 -18.3 0.0 258.2 506.2 -7.2 -5.7 75.9 116.9 42.7 96.9

GDP 1.7 3.0 1.0 0.5 2.7 6.0 1.7 1.6 0.8 1.8 2.1 2.1

Oil Benchmark -32.6 -35.5 -30.9 -20.2 6.9 -12.2 -12.4 -21.8 0.0 -29.8 -45.2 -20.1

Oil Production -3.0 6.0 17.8 16.6 7.5 21.5 16.4 19.8 14.4 22.5 16.3 15.9

Exchange Rate -2.5 -1.6 1.7 0.9 -14.6 -22.3 -16.6 -15.8 -15.7 -20.2 -7.4 -11.1

Inflation Rate 14.6 -20.8 0.0 0.0 0.1 -15.7 -16.2 8.8 -16.7 -31.4 -29.6 -12.2


Table 1.5
FORECAST ERRORS MEASURED IN PERCENT OF GDP
[image: image5.emf]Forecast Errors measured in percent of GDP

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021Avg

Revenue 1.2 0.6 0.7 0.5 0.2 0.9 2.1 2.6 2.0 1.3 1.1 1.2

Expenditure 0.3 0.8 0.5 0.6 0.3 0.9 0.9 1.2 0.4 0.0 0.8 0.6

Capital Exp 0.4 0.8 0.8 0.6 0.0 1.4 0.6 0.9 0.6 0.6 1.1 0.7

non-capital -0.1 0.0 -0.3 0.0 0.4 -0.5 0.2 0.3 -0.2 -0.6 -0.1 -0.1

Balance 0.9 -0.2 0.2 -0.1 -0.1 0.0 1.3 1.3 1.6 1.3 0.3 0.6

Borrwoing 0.0 0.0 -0.2 0.0 0.9 1.5 -0.2 -0.1 0.5 1.6 1.1 0.5

GDP 1.7 3.0 1.0 0.5 2.7 6.0 1.7 1.6 0.8 1.8 2.1 2.1


1.2.2 Analysis of the Forecasts
Our analysis has shown that errors in several years of forecasts have significantly affected the final accuracy of the forecasts.

The formula used in calculating the fiscal forecast error in percentage is given as:
F.Eactual = (Fb-Ua)/Ua*100      

where
 Fb is budget forecast.







Ua is actual outturn.

And
F.EGDP = (Fb/GDP – Ua/GDP) *100   
where error is in percentage of the GDP.
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Figure 1.1 

FGN Revenue Forecast Accuracy
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Figure 1.2 
Note: The error was calculated as difference between forecasts and actuals, in percentage of GDP. Positive means over projections.

It is expected that increased GDP should have corresponding impact on the performance of the related budget parameters such as revenue, expenditure, capital spending and others. Hence, the need to compute the fiscal forecast errors based on the GDP to measure these impacts.
Table 1.6 FGN EXPENDITURE PERFORMANCE FORECAST
[image: image8.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Budget 2011 7.0

Budget 2012 6.5

Budget 2013 6.2

Budget 2014 5.2

Budget 2015 5.3

Budget 2016 5.9

Budget 2017 6.5

Budget 2018 7.1

Budget 2019 6.1

Budget 2020 6.5

Budget 2021 7.2

Budget 2022

Budget 2023

Actual expediture 6.8 5.7 5.6 4.6 5.0 5.0 5.6 5.8 5.7 6.5 6.4

T0 deviation outturn 

(outturn t0-forecast for t0)

0.3 0.8 0.5 0.6 0.3 0.9 0.9 1.2 0.4 0.0 0.8

T+1 deviation outturn 

(outturn t+1-forecast for t+1)

T+2 deviation outturn 

(outturn t+2-forecast for t+2)

Expenditure Forecast and Outturn
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Figure 1.3 
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Figure 1.4                                                         Figure 1.5
Note: The error was calculated as difference between forecasts and actuals, in percentage of GDP. Positive means over projections.

Table 1.7 FISCAL BALANCE PERFORMANCE

[image: image11.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Budget 2011 -1.8

Budget 2012 -1.6

Budget 2013 -1.1

Budget 2014 -1.1

Budget 2015 -1.7

Budget 2016 -2.1

Budget 2017 -2.1

Budget 2018 -1.5

Budget 2019 -1.3

Budget 2020 -3.0

Budget 2021 -3.4

Budget 2022

Budget 2023

Actual expediture -2.7 -1.4 -1.3 -1.0 -1.6 -2.1 -3.3 -2.8 -2.9 -4.3 -3.7

T0 deviation outturn 

(outturn t0-forecast for t0)

0.9 -0.2 0.2 -0.1 -0.1 0.0 1.3 1.3 1.6 1.3 0.3

T+1 deviation outturn 

(outturn t+1-forecast for t+1)

T+2 deviation outturn 

(outturn t+2-forecast for t+2)

Fiscal Balance Forecast and Outturn
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Figure 1.6
FGN Fiscal Balance Forecast Accuracy
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Figure 1.7                                                                Figure 1.8
Note: The error was calculated as difference between forecast and actuals, in percentage of GDP. Positive means over projections.

Table 1.8 FGN CAPITAL SPENDING PERFORMANCE
[image: image14.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Budget 2011 1.8

Budget 2012 1.8

Budget 2013 2.0

Budget 2014 1.2

Budget 2015 0.6

Budget 2016 1.5

Budget 2017 1.9

Budget 2018 2.2

Budget 2019 1.4

Budget 2020 1.6

Budget 2021 2.4

Budget 2022

Budget 2023

Actual expediture 1.4 1.0 1.2 0.7 0.6 0.2 1.3 1.3 0.8 1.0 1.1

T0 deviation outturn 

(outturn t0-forecast for t0)

0.4 0.8 0.8 0.6 0.0 1.4 0.6 0.9 0.6 0.6 1.3

T+1 deviation outturn 

(outturn t+1-forecast for t+1)

T+2 deviation outturn 

(outturn t+2-forecast for t+2)

Capital Spending Forecast and Outturn
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Figure 1.9
FGN Capital Spending Forecast Accuracy
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Figure 1.10                                                        Figure 1.11
Note: The error was calculated as difference between forecast and actuals, in percentage of GDP. Positive means over projections.
Table 1.9 FGN NON-CAPITAL SPENDING PERFORMANCE
[image: image17.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Budget 2011 5.2

Budget 2012 4.6

Budget 2013 4.2

Budget 2014 4.0

Budget 2015 4.7

Budget 2016 4.4

Budget 2017 4.6

Budget 2018 4.8

Budget 2019 4.7

Budget 2020 4.9

Budget 2021 4.6

Budget 2022

Budget 2023

Actual expediture 5.3 4.7 4.4 3.9 4.4 4.8 4.4 4.5 4.9 5.5 5.0

T0 deviation outturn 

(outturn t0-forecast for t0)

-0.1 0.0 -0.3 0.0 0.4 -0.5 0.2 0.3 -0.2 -0.6 -0.4

T+1 deviation outturn 

(outturn t+1-forecast for t+1)

T+2 deviation outturn 

(outturn t+2-forecast for t+2)

Non-Capital Spending Forecast and Outturn
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Figure 1.12
FGN Non-Capital Spending Forecast Accuracy
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Figure 1.13                                                              Figure 1.14

Note: The error was calculated as difference between forecast and actuals, in percentage of GDP. Positive means over projections.

1.4   Observations

Table 1.9 revealed that in years 2011, 2012, 2013 and 2016, the government spent more than its budget projections. 

Meanwhile, FGN could not meet up with expected projections in the following years: 2014, 2015, 2017 and 2018 which might be because of poor revenue generation or unrealistic projections.

1.4.1 Implications
This could probably be responsible for the extra borrowing and low capital investment, resulting in low revenue during the years.
Table 1.10 FGN BORROWING PERFORMANCE
[image: image20.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Budget 2011 1.3

Budget 2012 1.0

Budget 2013 0.7

Budget 2014 0.7

Budget 2015 1.2

Budget 2016 1.8

Budget 2017 2.0

Budget 2018 1.3

Budget 2019 1.1

Budget 2020 2.9

Budget 2021 3.7

Budget 2022

Budget 2023

Actual expediture 1.3 1.0 0.9 0.7 0.3 0.3 2.2 1.3 0.6 1.3 2.6

T0 deviation outturn 

(outturn t0-forecast for t0)

0.0 0.0 -0.2 0.0 0.9 1.5 -0.2 -0.1 0.5 1.6 1.1

T+1 deviation outturn 

(outturn t+1-forecast for t+1)

T+2 deviation outturn 

(outturn t+2-forecast for t+2)

Annual Borrowing Forecast and Outturn
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Figure 1.15
FGN Borrowing Forecast Accuracy
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Figure 1.16                                                           Figure 1.17

Note: The error was calculated as difference between forecast and actuals, in percentage of GDP. Positive means over projections.

Table 1.11 FGN OIL BENCHMARK FORECAST AND OUTTURN

[image: image23.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Budget 2011 75.00          

Budget 2012 72.00          

Budget 2013 75.00          

Budget 2014 79.00        

Budget 2015 52.00           

Budget 2016 38.00           

Budget 2017 44.50         

Budget 2018 51.00         

Budget 2019 57.00         

Budget 2020 28.00           

Budget 2021 40.00         

Budget 2022

Budget 2023

Actual Price 111.26         111.67         108.56         98.97         48.66            43.29            50.80          65.23          56.99          39.86            73.00         

Forecast error ((budget - 

actual)/actual *100) -32.59 -35.52 -30.91 -20.18 6.86 -12.22 -12.40 -21.82 0.02 -29.75 -45.21

Nominal GDP 63,713 72,600 81,010 90,137 95,178 102,575 114,899 129,087 145,639 154,252 173,528

Oil Benchmark Forecast and Outturn
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Figure 1.18
FGN Oil Benchmark Forecast Accuracy
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Figure 1.19 
Note: The error was calculated as relative difference between forecast and actuals, in percentage of actual. Positive means over projections, while negative means under projections.

1.5  OBSERVATIONS

For the years under review, the oil benchmark has been under-projected except in the year 2015 that was over projected.This under-projection means crude oil was sold above the benchmark price for the years under review. 
The under-projection of the extant benchmark over the years under review could have increased savings into the Excess Crude Account for the period.

However, lack of accountability of the Excess Crude Account and fall in volume of production, price or recession affected our economy and erroded the possible increase in Excess Crude Account.

Table 1.12 FGN OIL PRODUCTION FORECAST AND OUTTURN

[image: image26.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Budget 2011 2.30          

Budget 2012 2.48          

Budget 2013 2.58          

Budget 2014 2.39          

Budget 2015 2.28          

Budget 2016 2.20          

Budget 2017 2.20          

Budget 2018 2.30          

Budget 2019 2.30          

Budget 2020 2.18          

Budget 2021 1.86          

Budget 2022

Budget 2023

Actual Price 2.37           2.34           2.19           2.05           2.12           1.81           1.89           1.92           2.01           1.78           1.60          

Forecast error ((budget - 

actual)/actual *100) -2.95 5.98 17.81 16.59 7.55 21.55 16.40 19.79 14.43 22.47 16.25

Nominal GDP 63,713 72,600 81,010 90,137 95,178 102,575 114,899 129,087 145,639 154,252 173,528

Oil Production mbpd Forecast and Outturn
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Figure 1.20
FGN Oil Production Forecast Accuracy
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Figure 1.21

Note: The error was calculated as relative difference between forecast and actuals, in percentage of actual. Positive means over projections, while negative means under projections.
1.6 OBSERVATION

It is evident from table 1.12, that in 2011, oil production was under-projected. This clearly indicates that budget forecast is less than the actual outturn, a lot of factors could be responsible for this. While in the year 2012-2021, oil production was over-projected. This also indicates that, budget forecast is more than the actual outturn. Some factors could be attributable to this, such as: inability to meet production quota, oil theft, oil spillage, pipeline vandalism, etc.

1.6.1 Implications
The implications of under-projection could be that the production quota was exceeded, inflation was controlled, oil theft, pipeline vandalism and oil spillage were in check.

By implication, the over-projection could lead to budget deficit which will affect the overall performance of the budget, low revenue outturn and loss of foreign exchange.

Table 1.13 FGN DOLLAR EXCHANGE RATE FORECAST AND OUTTURN

[image: image29.emf]2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022

Budget 2011 150.00     

Budget 2012 155.00     

Budget 2013 160.00     

Budget 2014 160.00     

Budget 2015 165.00     

Budget 2016 197.00     

Budget 2017 305.00     

Budget 2018 305.00     

Budget 2019 305.00     

Budget 2020 305.00     

Budget 2021 379.00     

Budget 2022

Budget 2023

Actual Price 153.86      157.50      157.31      158.55      193.28      253.49      365.58      362.05      361.93      382.08      409.08     

Forecast error 

((budget - actual) 

/actual *100) -2.51 -1.59 1.71 0.91 -14.63 -22.28 -16.57 -15.76 -15.73 -20.17 -7.35

Nominal GDP 63,713 72,600 81,010 90,137 95,178 102,575 114,899 129,087 145,639 154,252 173,528

Dollars Exchange Rate Forecast and Outturn
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Figure 1.22
FGN Dollar Exchange Rate Forecast Accuracy
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Figure 1.23

Note: The error was calculated as relative difference between forecast and actuals, in percentage of actual. Positive means over projections, while negative means under projections.
1.7   OBSERVATIONS
For the years under review, the actual dollar exchange rate exceeded the budgeted rate in 2011, 2012, 2015, 2016, 2017, 2019, 2020 and 2021. The highest outturn occurred in 2016 with forecast error of 22.28%. The forecast errors of actual and budgeted exchange rate were positively biased in 2013 and 2014, and slightly higher by1.71% and 0.91% in 2013 and 2014 respectively.

The dollar exchange rates were mostly under-projected in most of the years, hence resulting in high negative forecast error average of -10.36%.

1.7.1 Implication
The under-projection of exchange rates for most of the years under review have dire and overbearing effects on the economy as most of the transactions are done in dollars. Foreign investments, oil revenues, debt stock and external debt servicing are computed in dollars. 
Table 1.14 FGN INFLATION RATE FORECAST AND OUTTURN
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Budget 2011 11.80       

Budget 2012 9.50          

Budget 2013 8.00          

Budget 2014 8.00          

Budget 2015 9.01          

Budget 2016 15.68       

Budget 2017 12.90       

Budget 2018 12.40       

Budget 2019 9.98          

Budget 2020 10.81       

Budget 2021 11.95       

Budget 2022

Budget 2023

Actual Price 10.30        12.00        8.00           8.00           9.00           18.60        15.40        11.40        11.98        15.75        16.98       

Forecast error 

((budget - actual) 

/actual *100) 14.56 -20.83 0.00 0.00 0.11 -15.70 -16.23 8.77 -16.69 -31.37 -29.62

Nominal GDP 63,713 72,600 81,010 90,137 95,178 102,575 114,899 129,087 145,639 154,252 173,528

Inflation Rate Forecast and Outturn
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Figure 1.24
FGN Inflation Rate Forecast Accuracy
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Figure 1.25
1.8    OBSERVATIONS
The actual inflation rate exceeded the budgeted inflation rate in 2012, 2016, 2017, 2019, 2020 and 2021 respectively. The highest outturn occurred in 2020 with forecast error of 31.37%.

For the years under review, the economy was able to achieve single digit inflation rate in 2013, 2014 and 2015 respectively. The actual inflation and budgeted inflation rates were accurately the same in 2013 and 2014, and slightly higher by 0.01% in 2015.

The inflation rates were mostly under-projected in most of the years, hence resulting in high negative forecast error average of -12.16%.

1.8.1 Implications
The under-projected inflation rates for most of the years under review have significant and pervasive effects on the economy. High inflation rate erodes the purchasing power of consumers, with its worst effect on capital products. This in turn affected the GDP and interest rate. It is worthy to note that the prevalent and persistent under-projected inflation rate if not checked will worsen.

1.9 CONCLUSION AND RECOMMENDATIONS
1.9.1 Conclusion
Based on the data gathered from the sources, our analysis shows that forecast errors in the years under review have significantly affected the fiscal balance and the overall budget performance. This suggests that estimated budget parameters were not often taken as set targets once they were appropriated, as the implementers made marginal adjustments over the budget period with no recourse to overall effects. Revenue forecasts were overly optimistic resulting in huge deficits leading to accumulation of debt.

1.9.2 Recommendations

· Based on trend analysis over time, FGN should be more scientific and realistic in its revenue projections to minimize forecast errors.

· Agencies of government should be mandated to limit their expenditure within the approved budgets to ensure control of capital and non-capital spending.

· FGN should put more effort in minimizing forecast errors in oil production projection by addressing some factors attributable to the shortfall, such as: inflated production costs, inflation, oil theft, pipeline vandalism, oil spillage and unaccountable volume of production.

· Policy makers should watch closely, the trend in the exchange rate from at least the last two quarters preceding the end of every year to forecast exchange rate that will be feasible and more realistic for a robust economy.

· The forecasting government institutions and authorities should do more in achieving single digit inflation as well as ensuring reasonable forecast such that actual and budgeted inflation rates are always the same, or at worst, with little deviation.

· All relevant stakeholders should be carried along in forecasting future inflation rates.

