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1.0    FISCAL RISK ANALYSIS




1.1 INTRODUCTION
Macroeconomic risks have been the subject of increasing attention over the last two decades. The financial crisis of the 1990s, the extensive use of guarantees by transition economies, the global insecurity and sovereign debt crisis have all shown that even apparently sound budget and debt positions can be subject to largely hidden risks from off-budget or off-balance sheet fiscal activities and implicit liabilities (Petrie, 2013). Pressure to reduce budget deficit and debt continues to induce some governments to shift activities of off-budget or off-balance sheet in ways that often increase cost or risk.

During the past two years, Nigeria’s economy and public finances have felt the consequences of a global health crisis caused by COVID-19, a global security crisis sparked by Russia’s invasion of Ukraine, and a global energy crisis brought about by both (Price, 2022). Furthermore, the world faced perhaps the greater economic and fiscal challenges of addressing climate change and managing all these pressures and risks against a backdrop of potentially weak productivity growth, higher level of public debt, and rising interest rate. 

Fiscal risks are deviations from fiscal outcomes expected at the time of budget formulation (World Bank, 2023). These deviations create significant impact on government finances and impair the capacity of governments to thrive. Fiscal risks causes fiscal outcomes to differ from expectations and it is needed to ensure sound public finances and macroeconomic stability as well as fiscal transparency in the economy of a country.

Examining the last two decades, fiscal risk outcomes have been costly, occurred frequently and emanated from different sources. Macroeconomic shocks, financial crises, commodity price shocks, natural disasters and bailouts of public enterprises have all pressurized public finances across high and low- income countries. In the most recent times is the COVID-19 pandemic that triggered the largest fiscal risk situations which has led to policy responses and in many cases caused additional fiscal risk exposures for economies around the world, sparing none. 

Nigeria as a country was not exempted from the effects of the COVID-19 pandemic which is still lingering till date. Some of the factors that are identified with Fiscal Risks have been vividly present since the pandemic started. These include:

· Unemployment or underemployment, which is the greatest risk factor world-wide

· Insecurity
· Energy price shocks
· Failure of national governance

· Fiscal crises etc.

Pressures to reduce budget deficits and debt continue to induce some governments to shift activities off-budget in ways that often increase cost and risk, hence the need for Fiscal Risk Management.

1.2   FISCAL RISKS

According to IMF, 2008, fiscal risk is defined as “the possibility of short-to medium-term deviation in fiscal variables compared with what was anticipated in the government budget or other fiscal forecast”. On this basis, fiscal risk is the exposure of the central government to events or circumstances that could cause short to medium term variability in overall revenue, spending, fiscal balance, and assets and liabilities.

“Fiscal risk can arise from macroeconomic shocks or the realization of contingent liabilities, meaning an obligation triggered by an uncertain event” (IMF 2016). These can be either explicit liabilities that are legally grounded like government loan guarantees or implicit liabilities, where there is a public expectation of government responsibility not established in law like bailing out troubled sub-national governments.

1.2.1 Classification of Fiscal Risks 
Fiscal risks can be classified into four different groups:

i. Macroeconomic risks: these are variations in macroeconomic variables used in the government budget or other forecasts, for example, fluctuations in growth rate, inflation rate, interest rate and exchange rate. The causes of these fluctuations may not be predictable and ascertained, e.g., variations in the rate of inflation from the estimate can be attributed to the pressures from the demand-side and the high cost of   production or a wrong foreign exchange policy of government.

ii. Specific risks: these are government explicit or implicit objectives that materialize due to the occurrence of a particular event. For example, State guarantees being called, State-Owned Enterprises going bankrupt, bailouts to sub-national Governments, legal claims, and Public Private Partnerships (PPP).

iii. Institutional risks. These are general weaknesses in institutions and processes. For example, lack of expenditure control, poor revenue collection, ineffective fiscal coordination arrangement, pressure to reduce fiscal deficit and debt to meet fiscal rules or targets, lack of capacity to monitor and manage risks. These kinds of risks can be mitigated and managed by effective and efficient expenditure control measures, prudent and transparent revenue collection mechanisms and effective fiscal and monetary coordination and control measures.

iv. Contingent liabilities. The International Public Sector Accounting Standards (IPSAS) Board defines a contingent liability as: “a possible obligation that arises from past events and whose existence will be confirmed only by the occurrence or non-occurrence of one or more uncertain future events not wholly within the control of the entity; or a present obligation that arises from past events but is not recognized because: (i) It is not probable that an outflow of resources embodying economic benefits or service potential will be required to settle the obligation; or (ii) The amount of the obligation cannot be measured with sufficient reliability”. (IPSAS Board 2011: pp. 584-585). 
IMF (2007) further states that “Contingent liabilities usually arise from explicit or implicit guarantees, including legal entitlements that commit the government to levels of support. Likely contingent liabilities include the following: 
Explicit liabilities 

• Commercial bank deposit and other balance sheet guarantees 

• State insurance programs (crops, flood) 

• Loan guarantees (for other levels of government, public corporations) 

• Exchange rate guarantees 

• Demand/revenue guarantees in public-private partnership contracts 

• Underfunded entitlement programs 

• Uncalled capital and other potential legal obligations 

• Guarantees issued against possible environmental liabilities 
Implicit liabilities 
• Banking system bailouts 

• Coverage of liabilities of privatized entities 

• Investment failure of nonguaranteed pension, employment, and social protection funds 

• Environmental and disaster relief 

• Debt obligations of sub-national governments”.
1.3
FISCAL RISK MANAGEMENT 

Since the early 1990s, the management of fiscal risk has become an increasingly prominent topic in public finance. New sources of risks and unexpected shocks to Government finances have highlighted the importance of managing fiscal risks.

The 2008–2009 global economic and financial crisis, floods and its devastating effects, climate change, Covid-19 pandemic and Russia Ukraine war experience provides dramatic illustration of the magnitude of the risks to which public finances can be exposed, while at the same time underscoring the role of fiscal policy in managing the economic impact of those risks.

Fiscal risks from contingent and other opaque liabilities can cause serious fiscal instability if left unchecked (Budina & Petrie, 2013). But under conventional cash-basis government budgeting and accounting, the treatment of contingent liabilities is often inadequate, and their fiscal consequences frequently overlooked in the standard fiscal analysis. In recognition of these shortcomings, several international initiatives have been taken in the past two decades to improve information on fiscal risks and the effectiveness of fiscal risk management.
Generally, the objective of fiscal risk management for any government is to improve the entity’s financial position and performance while protecting the entity from unacceptable variance in return. In government, however, the overall objective is national welfare maximization rather than a narrower focus on government’s financial position. Government’s fiscal position is both a bearer of risks emanating from other parts of the economy and a source of risk to the rest of the economy. Sound risk management by governments is essential for effective risk management by the rest of the world.

1.4
FISCAL RISK MANAGEMENT PROCESS
Although management of fiscal risks is an ongoing process, breaking it down into discrete stages that constitute a generic risk management process can be useful. 

One outcome of a well-functioning fiscal risk management process can be summarized as “the right information being made available to the right people at the right time.” The information required to manage fiscal risks needs to be lumped with the responsibility for risk management, and those responsible should have the necessary authority to enable them to manage fiscal risks and to be accountable for doing so. The risk management process is a framework for the actions that need to be taken. 
There are five basic steps that are taken to manage risk as follows:

i. Identify the Risk

ii. Analyse the Risk

iii. Evaluate or Rank the Risk

iv. Treat the Risk

v. Monitor and Review the Risk

1.4.1 
Identify the Risk

It is critical to identify the risks that a country is exposed to and as many risk factors as possible. These can be noted manually or inserted into a system and made visible to every stakeholder. Instead of this vital information being locked away in a report which must be requested for anyone who wants to see which risks have been identified can access the information in the risk management system. This is the most essential step in any risk management process.

S. 12 (1) of Fiscal Responsibility FRA, 2007 clearly states that, “the estimates of aggregate expenditure and the aggregate amount appropriated by the National Assembly for each financial year shall not be more than the estimated aggregate revenue plus a deficit, not exceeding three percent of the estimated Gross Domestic Product (GDP) or any sustainable percentage as may be determined by the National Assembly for each financial year”. Based on this provision, any estimate of revenue or expenditure that exceeds three percent of GDP exposes government to macroeconomic or fiscal risks. 

Responsibilities for identification of fiscal risks —a prerequisite for risk management—needs to be allocated clearly and are often centralized in one institution. Information on existing risk exposures needs to be centralized within the government to account for potential interactions and portfolio effects. For instance, some risks offset each other (e.g., in Nigeria, oil price changes have caused partially offsetting effects on government revenues and expenditures) whereas others can have magnifying effects (e.g., when government guarantees issued by diverse entities result in a bunching of exposure). These possibilities suggest a clear role for the Ministry of Finance, Budget and National Planning or similar central agency as the Central Fiscal Institution, (CFI) to aggregate information on fiscal risks to which individual government agencies and the government are exposed.

However, institutional arrangements vary across countries. In some, a single

Ministry of Finance is responsible for most or nearly all the core functions relevant to the management of fiscal risks—macro fiscal policy, macroeconomic forecasting, revenue and expenditure forecasting, revenue and expenditure policy, budget management, asset and liability management, aid management, revenue administration, oversight of GOEs (Government Owned Enterprises) and sub-national governments, and financial sector regulation.

This centralization facilitates the aggregation of information on risks, although clear assignment of roles and operating procedures within a unified ministry is still needed, as is intra-ministry coordination and information sharing. In other countries, budget management is the responsibility of a separate agency, or functions such as macroeconomic forecasting, revenue forecasting, aid management, oversight of GOEs and sub-national governments, and financial sector regulation are led by separate agencies or shared between separate agencies and the finance ministry. The more fragmented the assignment of functions across agencies, and the more autonomy granted to individual agencies, the more challenging the task of coordination and centralization of information on fiscal risks.

Some countries may find it desirable to establish a high-level inter-agency committee on fiscal risk, chaired by the CFI to oversee and coordinate activities and to ensure their proper integration with processes such as the annual budget, public investment planning, and financial market regulation. Many countries do not appear to clearly task a unit (or units) in the CFI with responsibility for risk identification and overall monitoring and analysis of fiscal risk (Budina & Petrie, 2013). According to them, specialized units for managing certain types of fiscal risk have recently been established in several countries—the chief example being public-private partnership (PPP) units—but only a few have established units for fiscal risk management more generally e.g., Indonesia and New Zealand provide examples of a comprehensive framework and clear accountabilities for fiscal risk management. The duo further opined that centralization of information on fiscal risks requires a clear definition of fiscal risks and the obligation of ministries and agencies to submit information on risks to the CFI regularly and routinely. Ministries could be required to submit information on fiscal risks to the CFI in their annual budget returns. Fiscal risks could also be incorporated in the government’s accounting standards—for example, all individual ministries and agencies could be required to record and report their contingent liabilities. 

1.4.2
Analyse the Risk

Once a risk has been identified it needs to be analysed, the scope determined and the link between the risk and different factors within the entity understood. To determine the severity and seriousness of the risk, it is necessary to see how many functions the risk affects. There are risks that can bring the whole country to a standstill if actualized, while there are those that will only be minor inconveniences in the analysis.

It is necessary to have a mapped risk management framework that will evaluate risks and expose the far-reaching effects of each risk.

1.4.3
Evaluate or Rank the Risk
Ranking and prioritizing risks is essential. A risk that may cause some inconvenience is rated lowly while risks that can result in catastrophic losses are rated the highest. Ranking risks allows countries to gain a holistic view of the risk exposure. These risk assessments can either be qualitative or quantitative.

1.4.4
Treat the Risk
Risks can either be eliminated or contained as much as possible. This is done by connecting with the experts of the field to which the risk belongs.
1.4.5
Monitor and Review the Risk
Not all risks can be eliminated – some risks are always present. In the case of market risks and environmental risks, constant monitoring is essential. Those responsible must ensure a close watch on all risk factors in case any factor or risk changes.
1.6
DISCLOSURE OF FISCAL RISKS

Budina & Petrie (2013) further suggested that although nondisclosure of fiscal risks has traditionally been the norm, the trend to greater disclosure among countries at all levels of development is increasing. In general, more developed economies have higher levels of disclosure. Disclosure is often, however, more a political economy issue than a technical challenge. In many countries, information on some fiscal risks is available within government and with political will; it could be published with relatively little effort. Some countries have mandated disclosure of fiscal risks in law (e.g., Australia, Brazil, Chile, the Czech Republic, New Zealand, and Pakistan). An emerging view holds that a presumption should be made in favour of disclosure of information on all material fiscal risks, with exceptions narrowly and clearly defined. The case for publishing information on fiscal risks is that disclosure can create stronger incentives to ensure that all risks are identified, quantified, and carefully managed.

Disclosure can help promote earlier and smoother policy responses to changing circumstances and can also increase confidence among stakeholders in the quality of fiscal management.

Disclosure also reduces uncertainty for investors and taxpayers and can help improve a country’s access to international capital markets. Some empirical evidence indicates a positive impact of risk disclosure on capital market access. Research by IMF staff suggests that fiscal transparency, particularly fiscal risk disclosure, is associated with better sovereign bond ratings and greater access to international capital markets (IMF, 2008). The estimated coefficients on fiscal risk disclosure suggest that countries moving from non-disclosure of macro fiscal risks, contingent liabilities and quasi-fiscal activities to providing even partial information on all these areas would improve their credit ratings on average.

Disclosure of fiscal risks from macroeconomic shocks has become increasingly common. For example, an annual fiscal risk statement includes a sensitivity analysis of the state budget to variations in key macroeconomic assumptions. Uncertainty surrounding baseline projections is sometimes illustrated using a fan chart (e.g., in the United States). With respect to economic risks, half the member countries of the OECD publish a fiscal sensitivity analysis. Periodic assessments are published assessing the reliability of budget macroeconomic and fiscal forecasts compared with the outturn. In addition to disclosing the sensitivity of the annual budget to small changes in key macroeconomic variables, the publication of alternative medium-term macro fiscal scenarios is also desirable. 
A government might go a step further and discuss its fiscal strategy if the economic and fiscal outlook turns out to be less favourable than that contained in the budget forecasts. Providing markets with a broad indication of the sorts of fiscal adjustments that will be made in response to possible negative developments—for example, spending cuts, tax increases, a bigger deficit, or some combination—may reduce the risk of abrupt market reactions to adverse market developments. This advance notice would be particularly important if the deficit and debt are already high or if the structure of public finances or features of the national economy create additional vulnerability.

With respect to contingent liabilities, comprehensive information should be published with the annual budget, within-year fiscal reports, and with end-of-year financial statements. This should include a list of all individual guarantees and other contingent liabilities where feasible, the gross exposure of each contingent liability, its duration, and public policy purpose where possible, an indication of likely expenditure and details of past calls on guarantees. In addition, comprehensive estimated fiscal impacts of tax expenditures should be disclosed, both on the introduction of the tax expenditures and each year they remain in force.

The IMF’s Manual on Fiscal Transparency suggests that disclosure of fiscal risks can be gathered into a single statement presented with the budget. These statements present macroeconomic risks and details of specific risks such as public debt, contingent liabilities, and risks arising from PPPs, SOEs, and sub-national governments. Whether this practice will become institutionalized in these countries and become more widespread remains to be seen. However, this initiative appears likely to promote the more centralized, systematic, and transparent approach to managing fiscal risks that is now widely regarded as desirable, presenting information on general economic risks in the context of the macroeconomic outlook. 

1.7
MITIGATING FISCAL RISKS

Risk mitigation can be used to reduce potential fiscal risks before they are taken on or materialize, or to minimize the cost once a risk has materialized. Risks include both those that can be influenced by an entity and those beyond the entity’s influence. In any case, the risk management objective is to minimize losses should the risk materialize. 
The following risk mitigating measures may be considered:

· Cost-effective risk mitigation starts with sound macroeconomic policies and appropriate debt management strategies, which reduce countries’ vulnerability to crisis and lessen the demand for guarantees. 

· Budina N, (2013) suggests that equally well-regulated capital markets permit investors to spread risks and to allocate them to those most willing to bear them, so that private investors may be more willing to forgo government guarantees on new investments, and less likely to suffer catastrophic losses that might result in calls for government support.

· Mitigation of fiscal risks should be guided by an assessment and identification of which economic agent has the best ability and incentive to manage risk and who is best placed to bear risks. These further measures include modifying activities that reduce risks, transferring risks to or sharing them with other parties.

· There should be sound macroeconomic policies such as fiscal deficit/debt reduction and structural reforms including privatization and public financial management reforms that play a key role in reducing fiscal risks.

· There should be a clear legal and administrative framework on ground to guide fiscal management and the government’s exposure to fiscal risks. Particularly, effective risk management is facilitated by a clear allocation of roles and responsibilities notably between the Central government and the rest of the public sector with respect to the allocation, investment, and the use of public funds. Fiscal risk management may be facilitated by a single house unit with the necessary authority and accountability for monitoring and coordinating the management of the overall level of fiscal risks. This helps consider possible interactions among different sources of risks to ensure effective fiscal risk management.
· Mitigation is an integral part of overall management. Such unit could be within the Ministry of Finance, Budget and National Planning depending on their capacity. It may be desirable for line Ministries, Departments and Agencies to have some responsibility for managing those fiscal risks to which they are exposed.

· Decisions on whether to limit or mitigate risks or bear them outright should be based on an assessment of the likely cost and benefit from a macroeconomic stability, fiscal stability, and efficiency perspective.

· Establishment of intra-governmental coordination mechanisms to assess and monitor risks and policy responses particularly between fiscal and monetary authorities to monitor and manage financial sector exposures.

· There should be coordinated and regulated fiscal-monetary policy to balance the macro-economic framework for smoother operation.

· There should be risk reduction by strengthening financial sector regulations making membership in a deposit insurance scheme compulsory for all eligible members to avoid adverse selection; subjecting fiscal estimates to independent review; acting to reduce tax base erosion; reducing balance sheet leverage by using government financial assets to repay foreign current debt; clarifying institutional responsibilities for fiscal risk management; introducing a comprehensive medium-term budget and reducing operational risks through strengthening internal control. 

1.8 MACROECONOMIC RISK ANALYSIS AND INTERPRETATION OF KEY PARAMETERS/VARIABLES, 2011 - 2021
Macroeconomic risks can be better understood with the use of tables and charts in analyses of fiscal items or variables. The study considered the following key parameters to determine the extent of risk occurrence and materialization, management, and possible mitigation in Nigeria: oil price, oil production, exchange rate, inflation, GDP growth, aggregate revenue, and aggregate expenditure. 
Table 1.1
OIL PRICE (2011-2021)
	Years
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	Oil Price Projection (Dollar/barrel)
	75
	72
	79
	77.5
	53
	38
	44.5
	51
	60
	28
	40

	Oil Price Actual (Dollar/barrel)
	111.28
	110.03
	109.3
	93.17
	46.69
	49.47
	54
	71.05
	63.63
	41.68
	79.73


Source: Budget Implementation Report
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Figure 5.1 
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Figure 1.2

Table 1.1 indicated that, there are deviations or variations between the oil price projections and the actual price, and this can be attributed to the intervention scheme to halt downward trend in economic activities by the European Central Bank and the US Federal Reserve which aided investments in commodities and stocks. It can also be traced to the challenges of a slowing world economic growth and the rising supply of oil from both conventional and non-conventional sources as well as the entry of some new regional oil producers to the international market.

Furthermore, it can be seen from figures 1.1 and 1.2, that from 2015-2017 there was a downward trend in the oil prices. This is because of the transition process of handover from one government to another, global economic melt-down or recession, and global insecurity situations such as insurgency and kidnapping. Flooding activities that almost turned the whole country into a riverine area subjecting people to untold hardships is also responsible. 
Also, there is a sharp increase in prices both projected and actual between 2018 and 2019 because of economic recovery from recession and the global economic melt-down which has positively affected both prices. Meanwhile, there was a downward slope from 2019 to early 2021 because of the Covid-19 pandemic and climate change that negatively affected economic activities globally.  

Table 1.2
OIL PRODUCTION (2011-2021)
	Years
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	Oil Production Projection (mbpd)
	2.3
	2.48
	2.52
	2.39
	2.28
	2.22
	2.2
	2.3
	2.3
	1.8
	1.86

	Oil Prod. Actual (mbpd)
	2.53
	2.2
	2.15
	2.23
	2.19
	1.76
	1.89
	1.93
	1.86
	1.78
	1.56
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Figure 5.3
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Figure 1.4

Source: Budget Implementation Report
A careful evaluation of table 1.2 as well as figures 1.3 and 1.4 shows that, there was a drop in the volume of oil lifted during the period under review compared to what was projected. Reasons for the drop or deviations can be traced to persisting and unrelenting crude oil theft, illegal bunkering and pipeline vandalism experienced in the Niger Delta region. Also, production shut-ins and leakages decrease in demand for oil due to discovery of shale oil in the U.S. and non-commissioning of some oil wells are responsible. Furthermore, the impact of the deteriorating security situation in the country generally, the effects of Covid-19 pandemic which led to passage and approval of additional expenditure known as supplementary budget, the maturity of the fields and the moving away from onshore to deep water are accountable.

There is also a declining capacity to produce from a technical production point of view and a market production point of view because of the Covid-19 pandemic. Technical production is coming out of the wells and fields. This is obviously affected by the number of wells that are put into production and the less producing wells in a field at its peak, less the aggregate field output. Market production on the other hand is what Nigeria can put into the international market and domestic market. Furthermore, war in Ukraine has continued to affect global production, supply and prices of food and energy commodities (Akintunde, 2023).

Table 1.3
EXCHANGE RATE (2011-2021)

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

	Projection (Naira to USD1)
	150
	155
	160
	160
	165
	197
	305
	305
	305
	305
	379

	Actual (Naira to USD1)
	153.86
	157.5
	157.31
	158.55
	193.28
	253.49
	365.58
	362.05
	361.93
	382.08
	409.08
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Figure 1.5
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Figure 1.6

Source: Budget Implementation Report

This variable clearly indicated as can be seen in table 1.3 and figures 1.5 and 1.6 that, from the beginning of the period under review, there were uniform rates between the projected and actual till 2015, before it began to experience shocks. This can be attributed to the notable satisfactory growth of patronage at the investors and exporters (I&E) window of foreign exchange. It can as well be traced to increase due to the support of the CBN proactive exchange rate management policies, stability in the market by the implementation of the Bilateral Currency Swap Agreement (BCSA) with China and inflow of Eurobonds in millions of dollars.  

The appreciations recorded in the foreign exchange market at the beginning of the period under review could also be attributed to the combined effects of improved supply of foreign exchange by oil companies and enhanced capital inflows from portfolio investors. 
The premium between the Wholesale Dutch Auction System (WDAS) and interbank rate narrowed and widened between WDAS and BDCs after 2015 suggesting the need to sustain and further complement existing measures to discourage speculative activities in the foreign exchange market. There was also a slowdown in portfolio and foreign direct investment, thereby resulting in an increased funding of the foreign exchange market by CBN to stabilize the Naira. 
Table 1.4
INFLATION RATE (2011-2021)
	YEARS
	2011
	2012
	2013
	2014
	2015
	2016
	2017
	2018
	2019
	2020
	2021

	Projection %
	11.80
	9.50
	8.00
	8.00
	9.10
	15.68
	12.90
	12.40
	9.98
	10.81
	11.95

	Actual %
	10.30
	12.00
	8.00
	8.00
	9.00
	18.60
	12.40
	11.40
	11.98
	11.98
	16.98


Source: Budget Implementation Report

[image: image7.png]20.00%
18.00%
16.00%
14.00%
12.00%
10.00%
8.00%
6.00%
4.00%
2.00%
0.00%

inflation rate

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021

——Projection =m—=Actual




Figure 1.7
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Figure 1.8

High inflation has been the major global macroeconomic risk since the reopening of economies after Covid-19 pandemic lockdown. Russia’s invasion of Ukraine has further stoked inflationary pressure through high energy prices and shortfalls in the supply of grain from the war region. From table 1.4, figures 1.7 and 1.8 above, it shows that the projected inflation figures were consistently lower than the actual in 2012, 2016, 2019, 2020 and 2021and this may be traced to so many factors some of which are effective demands for goods and services without the corresponding supply of those goods and services putting more pressure on the price of the commodities. Another factor to be considered within the period under review is the historic level of climate change around the world. For instance, in Nigeria, flood devastated many farmlands and businesses making the cost of production and the price of finished products very high beyond the reach of the common man. 

Additionally, crude oil theft, pipelines vandalism and illegal oil bunkering has contributed heavily to the high rate of inflation in Nigeria. The supply does not match the demands ultimately resulting in uncontrollable high prices. Global insecurity has also caused inflation. For example, agricultural products which are major sources of raw materials for industries are not available because farmers’ security is no longer guaranteed to produce the needed goods. Market failure and scarcity of products and services because of the supply chain disruption during the pandemic also caused inflation.

Nigeria is a long-term net-importer of energy products despite being a major producer of crude oil, combined with high external dependence for food and other basic products and the country is highly susceptible to imported inflation that caused the deviations in macroeconomic variables.  Also, wrong macroeconomic policies triggered inflationary pressure in the economy, e g expansionary fiscal and monetary policy that aimed at reasonable economic growth and development triggered inflation.

Table 1.5
GDP GROWTH RATE (2011-2021)

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

	Projection %
	7.000
	7.200
	0.065
	6.800
	5.500
	4.400
	2.500
	3.500
	3.000
	3.600
	0.039

	Actual %
	5.300
	4.200
	0.055
	6.200
	2.800
	-1.600
	8.000
	1.900
	2.200
	-1.800
	0.036


Source: Budget Implementation Report
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Figure 1.9


[image: image10.png]Chart Title
10.000%
8.000%

6.000%

4.000%
o I FLalhh I
0.000%

2011 2012 2013 2014 2015 20 2017 2018 2019 20 2021
-2.000%

-4.000%

= Projection M Actual




Figure 1.10

According to a World Bank report released in Washington on Tuesday October 4, 2022, Nigeria’s economic growth will slow down in 2023.
The report tagged “Africa’s Pulse” says the growth rate will be down from 3.3% to 3.2%.It blamed the development on inflationary pressures. Based on this World Bank prediction, other than inflationary pressures, there are many other factors militating against the GDP growth in the continent which exposed Nigeria, in particular, to terrible fiscal risks, one of which is insecurity in the North- East. According to Jihad Analytic, Nigeria became the second most terrorized country in the world in 2022, after Iraq and ahead of Syria. In the first half of the year, Nigeria recorded 305 terrorist attacks, compared to 337 in Iraq and 142 in Syria. Terror attacks in Nigeria affect economic production, house-hold income, and social development, therefore causing high level of poverty and low economic growth in the country (Akintunde, 2023).

Akintunde (2023) further noted that the scale of the devastation of flood on farmlands, business premises, properties, infrastructure etc, had necessitated the President Buhari government to send a supplementary appropriation bill of ₦819 billion to the National Assembly for approval in December 2022 to fix the affected areas and forestall food shortage in the country. An IMF publication in September 2022 identified the lack of resilience to climate change as the critical factor underlining food insecurity in sub-Saharan Africa, causing lasting adverse macroeconomic effects, especially on economic growth and poverty and which National Bureau of Statistics (NBS) in 2022 Multidimensional Poverty Index showed that 63% of the Nigerian population (i.e., 133 million Nigerians) are multi-dimensionally poor. 

Another factor militating against the GDP growth in Nigeria is unrelenting crude oil theft, illegal bunkering, pipeline vandalism, decrease in demand for oil due to shale oil in U.S. and other alternative sources of energy in the world, shortage in production and leakages, corruption, lack of political will to maintain the existing refineries and the establishment of new ones for optimal productions and distributions. It can also be attributed to trade tension between the United States of America and China causing a decline in business confidence, tightening financial conditions and policies and uncertainty across countries. Also, the GDP growth rate was inhibited by herdsmen attack on farmers, cattle rustling and Covid-19 pandemic. 
Table 1.6
AGGREGATE REVENUE (2011-2021)

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

	Projected Aggregate Revenue(₦'tn)
	3.3
	3.6
	4.1
	3.7
	3.5
	3.9
	5.08
	7.2
	6.1
	5.4
	6.6

	Actual Aggregate Revenue(₦'tn)
	2.6
	3.3
	3.5
	3.2
	3.2
	2.9
	2.7
	3.9
	4.12
	3.1
	4.6


Source: Budget Implementation Report
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Figure 1.11
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Figure 1.12
From table 1.6 and figures 1.11 and 1.12, the projected revenue estimate is always higher than the actual and the reasons can be seen from both oil and non-oil revenue sources. From the oil source, crude oil theft, pipeline vandalism and illegal oil bunkering, decrease in demand for oil at the international market because of shale oil in U.S., shortage in production and leakages, oil spillage, corruption, have contributed heavily to shortfalls of the oil revenue generation in the country. Insecurity in the oil producing regions and oil facilities being vandalized affected the supply as well as revenue generation. The emergence of Covid-19 that shut down the global economy had negative effects in revenue generation.
Meanwhile, from non-oil sources, there was growth in economic activities, expansion of the country’s tax base, and improvement in the performance of the revenue generating agencies. Most of the revenues were largely driven by agriculture, trade, and transportation even though attacks from herdsmen to farmers and climate change like flooding which devastated farmlands and many businesses had exposed the country to fiscal risks which slowed down revenue generation against projections.
Table 1.7
AGGREGATE EXPENDITURE (2011-2021)

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

	Projected Aggregate Expenditure(₦tn)
	7
	7.2
	6.5
	6.8
	5.5
	4.4
	2.5
	3.5
	3
	3.6
	3.9

	Actual Aggregate Expenditure(₦tn)
	5.3
	4.2
	5.5
	6.2
	2.8
	-1.6
	0.8
	1.9
	2.2
	-1.8
	3.6


Source: Budget Implementation Report
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Figure 1.13
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Figure 1.14
Source: Budget Implementation Report

From Table 1.7, there is a consistent deviation from the projected aggregate expenditure which shows that there was poor forecast. That means, there is always a false fiscal space created at the time of budgeting.

1.9  FISCAL RISK REGISTRY 

According to the IMF, a Fiscal Risk Registry (FRR) is a comprehensive summary inventory of fiscal risks that support internal discussions, analysis, and management of fiscal risks. This registry provides a reference for reporting and preparation of the Fiscal Risk Statement where individual risks are identified for each of the risk categories. This document when populated comprehensively, identifies gaps in data and analysis. 
Several countries around the world have started preparing Fiscal Risk Registries including Brazil, the United Kingdom, the ASEAN -4 (Indonesia, the Philippines, Malaysia and Thailand) and the State of Odisha in India among others. These countries generally agree on the assessment of certain items as suggested by the IMF including:

i. A short description of the risk.
ii. The likelihood of materialization. Ideally, this would be a probability drawing on historical analysis, but a qualitative assessment is sufficient.
iii. The severity of the risk materialization. This can be qualitative and used to easily identify the largest and most concerning risks. Color-coding of these cells could also help to quickly assess risks.
iv. A summary of the current and potential future mitigation measures that are currently in place.
v. The sources of information, such as ministry databases.
vi. More detailed information contained in sub-sheets. For some risks, more detailed information can be included in the registry, though this should not replicate the estimates and calculations undertaken in core tools (like the Financial Oversight Tool).
Based on the above, a Fiscal Risk Registry has been proposed. The document has been customized for Nigeria’s circumstances and is expected to be a dynamic document as seen in the table below.
PROPOSED FISCAL RISK REGISTER FOR NIGERIA
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1.10.1
Recommendations on possible ways of mitigating Macro-Economic risks in Nigeria.
Oil Price

i. Overcome the Dutch disease by considering other non-oil sources of revenue especially in agriculture, industry, and technology.

ii. Engage in periodic monitoring of oil price at the international market.

iii. Collaborate with NOSDRA to regulate and enforce safety standards in oil producing areas.

iv. Ensure that Ministry of Health and NCDC Provide quick response to health emergencies and global cooperation in response to pandemics.

v. Resuscitate the Excess Crude Account for the rainy day.

Oil Production

i. Ensure regular surveillance (use of drone technology) and adequate security to secure critical infrastructure; engage more youth in prone areas.

ii. Federal Government amnesty programs should be reviewed and culprits of crude oil theft, illegal bunkering, and pipeline vandalization prosecuted. If Government continues to reward criminality, crime will continue to expand, and the oil and gas industry may soon collapse.

iii. Collaborate with oil stakeholders to coordinate activities in oil producing areas to address production shut-ins.

iv. Encourage regulatory and supervisory agencies to engage more in effective monitoring to curb leakages.

v. Seek new partners and develop other ingenious products from crude oil for sale to the international community.

vi. Provide quick response to health emergencies and global cooperation in response to pandemics.

Exchange Rate

i. Engage in effective regulation of foreign exchange policies.

ii. Better regulate the activities of Bureaus de change (BDCs).

Inflation

i. Provide quick response to emergencies and global cooperation in response to pandemics.

ii. Encourage local production of wheat (which is majorly obtained from Ukraine) and discover alternate sources.

iii. Recommend the relocation of the populace from flood prone areas, creating waterways, dams and dredging of water bodies.
iv. Engage in regular surveillance of critical infrastructure; engage more youth in prone areas to secure infrastructure.
v. Federal Government amnesty program should be reviewed and culprits of crude-oil theft, prosecuted.
vi. Create youth employment/empowerment opportunities, amnesty programs and creation of ranches. 
vii. Government should make adequate provisions for forest guides and preservation to prevent incessant move in and out of miscreants such as Boko Haram, kidnapping and bandits that turn forests into a habitat for illegal business.

GDP Growth rate

i. Create youth employment/empowerment opportunities; amnesty programs; creation of ranches.

ii. Recommend the relocation of the populace from flood prone areas, creating waterways and dams and dredging of water bodies.

iii. Engage in regular surveillance of critical infrastructure; engage more youth in prone areas to secure infrastructure; Federal Government amnesty program should be reviewed, and culprits of crude-oil theft prosecuted.

iv. Engage in constant monitoring of oil price at the international market.

v. Plug revenue leakages and constantly monitor revenue generating agencies, effective monitoring of procurement processes.

vi. Privatize refineries and issue licenses to private individuals to establish new ones.

vii. Encourage local production of wheat (majorly sourced from Ukraine) and find alternate sources.

viii. Provide quick response to health emergencies and global cooperation in response to pandemics.

Aggregate Revenue

i. Engage mitigation measures associated with oil production.

ii. Ensure that oil price is not the only determinant of revenue projections in MTEF and Annual Budget preparation; A simple revenue projection model should be designed to reflect current realities.
iii. Plug revenue leakages, constantly monitor revenue generating agencies, and effectively monitor the procurement process.

Aggregate Expenditure

i. Ensure that debt service is not based on GDP. Debt-GDP ratio should rather be Debt-Revenue ratio in order to properly reflect or define the position of public debt in the country.

ii. Integrate fiscal and monetary policies (Fiscal-monetary mix)

iii. Ensure Due process.

iv. Ensure adequate monitoring of revenue generating agencies.

v. Relocate the populace from flood prone areas; create waterways, dams and dredging of water bodies.

vi. Provide quick response to health emergencies and global cooperation in response to pandemics.

1.10.2
Recommendations on preparation of Macro-Fiscal Forecast Scenarios as well as Revenue and Expenditure Projections

Pursuant to the study conducted, it is proposed that:
i. The Federal Ministry of Finance, Budget and National Planning, hereafter referred to as the Ministry should ensure the use of accurate and reliable data (information) in preparing the Annual Budget to avoid over-projection.
ii. The Ministry should employ economic and financial experts in planning the budgetary process and forecasting budget/economic parameters with minimal errors.
iii. All relevant bodies, agencies and Civil Society Organizations should be involved in budget preparation and implementation process to ensure effective and efficient monitoring of projects and to avoid budget padding and inflation of contract values.
iv. The Ministry should collaborate with Projects’ Stakeholders for speedy and timely execution of projects without protracted delay so that budgetary allocations and provisions can translate into concrete development in all sectors of the economy.
v. The Ministry should assess whether sufficient fiscal headroom exists to accommodate those risks that cannot be insured or mitigated. Some risks may be too large to make provision for, too costly to mitigate or simply not known to a sufficient degree of precision.
vi. The Ministry should consider risks in setting long-term targets for government debt or net worth or at least ensure there is sufficient safe margin relative to debt ceiling defined in fiscal rules.
vii. The Ministry should employ a comprehensive analysis and management of Fiscal risks that can ensure sound and solid fiscal public finances and macroeconomic stability both in the short-run and to promote economic growth over the longer-term. It also allows policy makers to take fiscal risks into account when formulating fiscal targets.
viii. Oil price alone should not be used as a determinant for aggregate revenue; rather, a simple revenue model should be designed to include both oil revenue and non-oil revenue in determining the revenue projections in both the MTEF and National budget.
ix. The Ministry should collaborate with FIRS to expand the tax net to include those that are not currently paying taxes but are making taxable profits.

x. As advised by the IMF, for the purpose of debt limit policy, in order not to expose the public to Fiscal risks, public sector debt coverage should be broad such that it should normally cover public and publicly guaranteed debt and also would typically refer to debt of the non-financial public sector.
xi. The GDP is a weak measure of debt burden, although it measures the size of the economy, but it does not translate into a capacity to pay debt. Unlike government revenue, which is available to service debt, it is also important to note that too much emphasis on GDP could lead to costly borrowing decisions given that it is one indicator that is susceptible to creative accounting. GDP does not translate to standard of living; therefore, it cannot be used as a determinant of economic growth and development, rather, per capita income.

xii. The Ministry should collaborate with Fiscal Responsibility Commission to compel those MDAs who are not remitting what is due to the government to begin doing same to boost Independent Revenue.

xiii. The Ministry should ensure that computation of Operating Surplus/IGR is strictly based on FRC’s robust Operating Surplus Template in order to ensure that GOEs operate in a more fiscally responsible manner.
xiv. The Ministry should support the amendment of relevant Fiscal laws such as the FRA, 2007 in order to strengthen the budgetary process.

xv. Government should consider investing in new industries including renewable energy and create resilient economies because of the opportunities that come with climate risks.
xvi. Addressing climate vulnerabilities can provide a new outlook for fighting poverty through investments in adaptation programs.
xvii. There is a need for inter-agency collaboration and synergy to fight and tackle corruption particularly in the oil and gas sector where most of Nigeria’s revenue is currently generated.

1.10.3   Limitations to Establishing and Maintaining an Effective Fiscal Risk Registry
The Fiscal Risk Register in Nigeria will be a useful tool by the government to identify and manage fiscal risks that may impact the country's economy. However, there are a range of factors that may affect its effectiveness. These include data availability, transparency, capacity, political interference, implementation, and coverage.

i. Limited data availability: The fiscal risk register relies on the availability of accurate and reliable data to identify and assess fiscal risks. However, in Nigeria, data availability is often limited, particularly in areas such as public debt, contingent liabilities, and fiscal risks arising from the oil sector.

ii. Lack of transparency: The information contained in the fiscal risk register if not made available to the public, can limit transparency and accountability. This can undermine public trust and confidence in the government's management of fiscal risks.

iii. Inadequate capacity: The effective management of fiscal risks requires technical expertise and a robust institutional framework. In Nigeria, there may be limited capacity in some areas, such as risk assessment and management, which can affect the effectiveness of the fiscal risk register.

iv. Political interference: Political interference can undermine the effectiveness of the fiscal risk register by influencing the identification and management of fiscal risks.

v. Limited implementation: Even when fiscal risks are identified and assessed, there may be limited implementation of risk mitigation measures due to funding constraints, competing priorities, or other factors.

vi. Inadequate coverage: The fiscal risk register may not cover all potential fiscal risks, particularly those that are difficult to quantify or assess, such as political risks or environmental risks.
1.10.4
  Conclusion

The International Monetary Fund’s (IMF) Fiscal Risk Toolkit has helped policymakers around the world to identify, monitor, analyse, manage and disclose fiscal risks. The understanding of fiscal risks, transparent reporting and effective risk management is a premise for fiscal credibility and the sustainability of public finances. The IMF’s Fiscal Risk Toolkit comprises the tools meant to provide a practical basis to help countries and they are regularly updated as revisions are made. 

Meanwhile, to mitigate these risks, a comprehensive analysis and management of risks can help to ensure sound fiscal public finances and macroeconomic stability. However, it is also critical to allow fiscal policy to assist in stabilizing economic activity in the short-run and to promote economic growth over the longer term. This will help policy makers to take fiscal risk into account when formulating fiscal targets and projections to maximize a sustainable level of national income, economic growth to raise standard of living of citizens in the system and relative price stability.
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AGGRERGATE EXPENDITURE

				2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

		Projection		7.000%		7.200%		0.065%		6.800%		5.500%		4.400%		2.500%		3.500%		3.000%		3.600%		0.039%

		Actual		5.300%		4.200%		0.055%		6.200%		2.800%		-1.600%		8.000%		1.900%		2.200%		-1.800%		0.036%





AGGRERGATE EXPENDITURE

		



Projection

Actual

GDP Growth



		



Projection

Actual



		

		Aggregate revenue

				2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

		Projection		3.3		3.6		4.1		3.7		3.5		3.9		5.08		7.2		6.1		5.4		6.6

		Actual		2.6		3.3		3.5		3.2		3.2		2.9		2.7		3.9		4.12		3.1		4.6





		



Projection

Actual

Aggregate Revenue



		



Projection

Actual

Aggregate Revenue



		

		Aggregate expenditure		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

		Projection		7		7.2		6.5		6.8		5.5		4.4		2.5		3.5		3		3.6		3.9

		Actual		5.3		4.2		5.5		6.2		2.8		-1.6		0.8		1.9		2.2		-1.8		3.6





		



Projection

Actual

Aggregate Expenditure



		



Projection

Actual
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Risk Category


Specific 
Source of 
Fiscal Risk Description of Risk


Likelihood of 
Materialisation


Severity of Risk 
Materialisation Risk Mitigation Measures Risk Owner 


Source of 
Information


FY1 FY2 FY3


Estimated Exposure Amount 
or Proxy (Billions of Naira)


Russian-Ukraine War High High
Encourage local production of 
wheat and alternate sources 


Ministry of Agriculture and 
other Agric. Research Institutes Ditto


Disease Outbreak (e.g Covid-19, 
Ebola, Lassa Fever) Low Low


Provide quick response to 
emergencies; Global 
cooperation in response to 
pandemics Ministry of Health/NCDC


Financial 
Nigeria, 
January, 2023


Risks associated with oil 
production High High


Mitigation measures associated 
with oil production


Ministry of Petroleum; Ministry 
of Niger Delta; FMFBNP; NEITI


Budget 
Implementation 
Reports (2012 
to 2021)


Over-projection of Revenues High High


Oil price should not be the only 
determinant of revenue 
projection in MTEF and Annual 
Budget; A simple revenue 
projection model should be 
designed to reflect realities FMFBNP; Ditto


Corruption and System Leakages High High


Plug revenue leakages and 
constant monitoring of revenue 
generating agencies; Effective 
monitoring of procurement 
process


FRC; EFCC; NOA; BPP; ICPC; 
CCB Ditto


Debt servicing High High


Debt service should not be 
based on GDP rather should be 
based on revenue (Debt service 
to revenue ratio) FMFBNP Ditto


Inflation High High


Integration of fiscal and 
monetary policies (Fiscal-
monetary mix) FMFBNP/CBN Ditto


Inflation of contracts High Medium Ensure Due process BPP Ditto


Extra-budgetary expenditure High High
Ensure adequate monitoring of 
revenue generating agencies FMFBNP; FRC; OAGF; OAuGF Ditto


Flood High Medium


Relocating the populace from 
flood prone areas; creating 
waterways and dams; dredging 
of water bodies


NIMET; NIWA; Ministry of water 
resources; Ministry of 
humanitarian affairs and 
disaster management; Ministry 
of Environment


Financial 
Nigeria, 
January, 2023


Disease Outbreak (e.g Covid-19, 
Ebola, Lassa Fever) Low Low


Provide quick response to 
emergencies; Global 
cooperation in response to 
pandemics Ministry of Health/NCDC


Financial 
Nigeria, 
January, 2023


Aggregate 
Revenue


Aggregate 
Expenditure
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exchange rate

		2011- 2022 MACROCONOMIC PARAMETER, PROJECTIONS AND ACTUAL.

				Oil Price		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				Projection		75		72		79		77.5		53		38		44.5		51		60		28		40

				Actual		111.28		110.03		109.3		93.17		46.69		49.47		54		71.05		63.63		41.68		79.73

				Oil Production		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				Projection		2.3		2.48		2.52mbpd		2.39		2.28		2.22		2.2		2.3		2.3		1.8		1.86

				Actual		2.53		2.2		2.15		2.23		2.19		1.76		1.89		1.93		1.86		1.78		1.56

				Exchange Rate		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				Projection		150		155		160		160		165		197		305		305		305		305		379

				Actual		153.86		157.5		157.31		158.55		193.28		253.49		365.58		362.05		361.93		382.08		409.08

				inflation rate		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				Projection		11.8		9.5		8%		8		9.01		15.68		12.9		12.4		9.98		10.81		11.95

				Actual		10.3		12		8.00%		8		9		18.6		15.4		11.4		11.98		11.98		16.98

				GDP Growth rate		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				Projection		7		7.2		650.00%		680.00%		5.5		4.4		2.5		3.5		3		3.6		390%

				Actual		5.3		4.2		5.50%		620.00%		2.8		-1.6		0.8		1.9		2.2		-1.8		3.60%

				Aggregate revenue		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				Projection		3.3		3.6		4.1		3.7		3.5		3.9		5.08		7.2		6.1		5.4		6.6

				Actual		2.6		3.3		3.5		3.2		3.2		2.9		2.7		3.9		4.12		3.1		4.6

				Aggregate expenditure		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				Projection		7		7.2		6.5		6.8		5.5		4.4		2.5		3.5		3		3.6		3.9

				Actual		5.3		4.2		5.5		6.2		2.8		-1.6		0.8		1.9		2.2		-1.8		36

				Debt service		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

				Projection

				Actual





ExchangeRate

		

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

		Projection Naira to USD1		150		155		160		160		165		197		305		305		305		305		379

		Actual Naira to USD1		153.86		157.5		157.31		158.55		193.28		253.49		365.58		362.05		361.93		382.08		409.08





ExchangeRate

		



Projection Naira to USD1

Actual Naira to USD1

Exchange Rate



inflation

		



Projection Naira to USD1

Actual Naira to USD1

Exchange Rate



GDP

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

		Projection		11.80%		9.50%		8.00%		8.00%		9.10%		15.68%		12.90%		12.40%		9.98%		10.81%		11.95%

		Actual		10.30%		12.00%		8.00%		8.00%		9.00%		18.60%		12.40%		11.40%		11.98%		11.98%		16.98%





GDP

		



Projection

Actual

inflation rate



AGGREGATE REVENUE

		



Projection

Actual

inflation rate



AGGRERGATE EXPENDITURE

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

		Projection		7.000%		7.200%		0.065%		6.800%		5.500%		4.400%		2.500%		3.500%		3.000%		3.600%		0.039%

		Actual		5.300%		4.200%		0.055%		6.200%		2.800%		-1.600%		8.000%		1.900%		2.200%		-1.800%		0.036%





AGGRERGATE EXPENDITURE

		



Projection

Actual

GDP Growth



		



Projection

Actual



		

		Aggregate revenue

				2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

		Projection		3.3		3.6		4.1		3.7		3.5		3.9		5.08		7.2		6.1		5.4		6.6

		Actual		2.6		3.3		3.5		3.2		3.2		2.9		2.7		3.9		4.12		3.1		4.6





		



Projection

Actual

Aggregate Revenue



		



Projection

Actual

Aggregate Revenue



		

		Aggregate expenditure		2011		2012		2013		2014		2015		2016		2017		2018		2019		2020		2021

		Projection		7		7.2		6.5		6.8		5.5		4.4		2.5		3.5		3		3.6		3.9

		Actual		5.3		4.2		5.5		6.2		2.8		-1.6		0.8		1.9		2.2		-1.8		3.6





		



Projection

Actual

Aggregate Expenditure



		



Projection

Actual
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Risk Category


Specific 
Source of 
Fiscal Risk Description of Risk


Likelihood of 
Materialisation


Severity of Risk 
Materialisation Risk Mitigation Measures Risk Owner 


Source of 
Information


FY1 FY2 FY3


Slowing world economic 
growth/Global economic 
meltdown/recession Medium Low


Overcoming the dutch disease 
by considering other non-oil 
sources of revenue especially 
in agriculture, Industry and 
technology;


Ministry of Agriculture, Ministry 
of Science and Technology


Budget 
Implementation 
Reports (2012 
to 2021)


Rising Supply of oil from both 
conventional and non-
conventional sources/entry of 
some new regional oil producers 
(Volatility of international oil 
prices due to OPEC quota) High High


Periodic review and monitoring 
of oil price at the international 
market NMDPRA Ditto


Global insecurity High High Ditto


Climate Change/oil spillage High Medium


NOSDRA should regulate and 
enforce safety standards in oil 
producing areas


Ministry of Environment; 
Ministry of Niger Delta; Ministry 
of Humanitarian affairs and 
Disaster Management Ditto


Disease Outbreak (e.g Covid-19, 
Ebola, Lassa Fever) Low Low


Provide quick response to 
emergencies; Global 
cooperation in response to 
pandemics Ministry of Health/NCDC


Financial 
Nigeria, 
January, 2023


Crude oil theft/Illegal Bunkering/ 
Pipeline Vandalisation High High


Regular Surveillance of critical 
infrastructure; Engage youth in 
prone areas more; Federal 
Govt. amnesty program should 
be reviewed; Prosecution for 
culprits


Ministry of Petroleum; Ministry 
of Niger Delta


Budget 
Implementation 
Reports (2012 
to 2021)


Production shut-ins High Medium


Cooperation between Govt and 
private sector to coordintae 
activities in oil producing areas


Ministry of Petroleum; Ministry 
of Niger Delta Ditto


Leakages High High


Effective Monitoring from 
regulatory and supervisory 
agencies


Federal Ministry of Finance, 
Budget and National Planning; 
NEITI Ditto


Decrease in demand for oil due 
to entry of new international oil 
producers High Medium


Seeking new partners and 
developing other ingenious 
products from crude oil for sale 
to the international community  


NMDPRA; Ministry of Science 
and Technology Ditto


Disease Outbreak (e.g Covid-19, 
Ebola, Lassa Fever, Cholera) Low Low


Provide quick response to 
emergencies; Global 
cooperation in response to 
pandemics Ministry of Health/NCDC


Financial 
Nigeria, 
January, 2023


CBN Open market Policy High Medium
Effective regulation of Foreign 
exchange policies Central Bank of Nigeria


Budget 
Implementation 
Reports (2012 
to 2021)


Currency Speculation High Medium Regulating the BDCs Central Bank of Nigeria Ditto


Ditto


Disease Outbreak (e.g Covid-19, 
Ebola, Lassa Fever) Low Low


Provide quick response to 
emergencies; Global 
cooperation in response to 
pandemics Ministry of Health/NCDC


Financial 
Nigeria, 
January, 2023


Russian-Ukraine War High High
Encourage local production of 
wheat and alternate sources 


Ministry of Agriculture and 
other Agric. Research Institutes


Budget 
Implementation 
Reports (2012 
to 2021)


Flood (affecting farmlands 
thereby affecting production) High Medium


Relocating the populace from 
flood prone areas; creating 
waterways and dams; dredging 
of water bodies


NIMET; NIWA; Ministry of water 
resources; Ministry of 
humanitarian affairs and 
disaster management; Ministry 
of Environment


Financial 
Nigeria, 
January, 2023


Oil theft, Pipeline vandalism, Oil 
bunkering Low Low


Regular Surveillance of critical 
infrastructure; Engage youth in 
prone areas more; Federal 
Govt. amnesty program should 
be reviewed; Prosecution for 
culprits


Ministry of Petroleum; Ministry 
of Niger Delta


Budget 
Implementation 
Reports (2012 
to 2021)


Regional Insecurity High High


Youth 
Employment/empowerment; 
amnesty programs; Creation of 
ranches


Ministry of Agricultue; Ministry 
of labour and productivity; 
National Directorate of 
Employment; SMEDAN Ditto


Insecurity High High


Youth 
Employment/empowerment; 
amnesty programs; Creation of 
ranches


Ministry of Agricultue; Ministry 
of labour and productivity; 
National Directorate of 
Employment; SMEDAN Ditto


Flood Medium Medium


Relocating the populace from 
flood prone areas; creating 
waterways and dams; dredging 
of water bodies


NIMET; NIWA; Ministry of water 
resources; Ministry of 
humanitarian affairs and 
disaster management; Ministry 
of Environment


Financial 
Nigeria, 
January, 2023


Crude oil theft, illegal bunkering, 
pipeline vandalism High Medium


Regular Surveillance of critical 
infrastructure; Engage youth in 
prone areas more; Federal 
Govt. amnesty program should 
be reviewed; Prosecution for 
culprits


Ministry of Petroleum; Ministry 
of Niger Delta


Budget 
Implementation 
Reports (2012 
to 2021)


Decrease in demand for oil due 
to entry of new international oil 
producers Low Low


Periodic review and monitoring 
of oil price at the international 
market NMDPRA Ditto


Corruption High High


Plug revenue leakages and 
constant monitoring of revenue 
generating agencies; Effective 
monitoring of procurement 
process


FRC; EFCC; NOA; BPP; ICPC; 
CCB Ditto


Lack of maintenance of oil 
facilities and establishment of 
new ones High High


Privatize refineries and issue 
licenses to private individuals 
to establish new ones NNPC; Ministry of Petroleum Ditto


Macroeconomic 
shocks


Estimated Exposure Amount 
or Proxy (Billions of Naira)


Oil Price


Oil Production


Inflation


Growth Rate


Exchange Rate







Risk Category


Specific 
Source of 
Fiscal Risk Description of Risk


Likelihood of 
Materialisation


Severity of Risk 
Materialisation Risk Mitigation Measures Risk Owner 


Source of 
Information


FY1 FY2 FY3


Estimated Exposure Amount 
or Proxy (Billions of Naira)


Russian-Ukraine War High High
Encourage local production of 
wheat and alternate sources 


Ministry of Agriculture and 
other Agric. Research Institutes Ditto


Disease Outbreak (e.g Covid-19, 
Ebola, Lassa Fever) Low Low


Provide quick response to 
emergencies; Global 
cooperation in response to 
pandemics Ministry of Health/NCDC


Financial 
Nigeria, 
January, 2023


Risks associated with oil 
production High High


Mitigation measures associated 
with oil production


Ministry of Petroleum; Ministry 
of Niger Delta; FMFBNP; NEITI


Budget 
Implementation 
Reports (2012 
to 2021)


Over-projection of Revenues High High


Oil price should not be the only 
determinant of revenue 
projection in MTEF and Annual 
Budget; A simple revenue 
projection model should be 
designed to reflect realities FMFBNP; Ditto


Corruption and System Leakages High High


Plug revenue leakages and 
constant monitoring of revenue 
generating agencies; Effective 
monitoring of procurement 
process


FRC; EFCC; NOA; BPP; ICPC; 
CCB Ditto


Debt servicing High High


Debt service should not be 
based on GDP rather should be 
based on revenue (Debt service 
to revenue ratio) FMFBNP Ditto


Inflation High High


Integration of fiscal and 
monetary policies (Fiscal-
monetary mix) FMFBNP/CBN Ditto


Inflation of contracts High Medium Ensure Due process BPP Ditto


Extra-budgetary expenditure High High
Ensure adequate monitoring of 
revenue generating agencies FMFBNP; FRC; OAGF; OAuGF Ditto


Flood High Medium


Relocating the populace from 
flood prone areas; creating 
waterways and dams; dredging 
of water bodies


NIMET; NIWA; Ministry of water 
resources; Ministry of 
humanitarian affairs and 
disaster management; Ministry 
of Environment


Financial 
Nigeria, 
January, 2023


Disease Outbreak (e.g Covid-19, 
Ebola, Lassa Fever) Low Low


Provide quick response to 
emergencies; Global 
cooperation in response to 
pandemics Ministry of Health/NCDC


Financial 
Nigeria, 
January, 2023


Aggregate 
Revenue


Aggregate 
Expenditure






