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Rising electricity subsidy 
 

According to recent reports citing the Nigerian Electricity Regulatory Commission (NERC), the 
electricity subsidy in Nigeria increased by 22.16% between 2019 and 2023, rising from N528 billion 
to N645 billion. With the release of the 2024 electricity tariffs in January, it is projected that the 
subsidy payments by the Federal Government could skyrocket to N1.6 trillion this year. The report 
further discloses a historical trend in subsidy payments: N225 billion in 2015, N308 billion in 2016, 
N351 billion in 2017, N440 billion in 2018, N528 billion in 2019, N501 billion in 2020, N251 billion in 
2021, N144 billion in 2022, and N645 billion in 2023. Additionally, NERC data indicates that the 
subsidy for January and February 2024 alone amounted to N264 billion. 
 

Minister of Power, Adebayo Adelabu, highlighted that the government has yet to settle subsidies 
for the previous year and the initial two months of this year. Adelabu emphasized the delicate 
balance the government faces, acknowledging that while continuous subsidy payments strain its 
financial resources, halting them is currently unfeasible due to the economic challenges Nigerians 
are enduring. These challenges stem from the recent removal of petrol subsidies and the 
devaluation of the Naira. In January 2024, NERC introduced the new Multi-Year Tariff Order 
(MYTO), which increased electricity tariffs for consumers across the 11 electricity distribution 
companies. However, the utilities refrained from implementing the hike as the federal 
government committed to subsidizing the new tariffs. 
 

One of the most glaring problems with the power sector is its uncommercial tariff plan. There 
appears to be no correlation between the cost of producing and supplying electricity and the tariff 
charged to the customer. To compound the matter, billing and cash collection remains grossly 
inefficient due to poor metering. The Multi-Year Tariff Order (MYTO) was intended to set 
electricity tariffs for consumers over a 15-year period, from 2008 to 2023. There were to be minor 
reviews of the industry’s pricing structure twice a year (announced on 1 December and 1 June) and 
major reviews every five years. Minor reviews can only consider 4 variables namely: the rate of 
inflation, gas prices, foreign exchange rates and actual daily generation capacity. 
 

In June 2012, a new tariff structure was introduced, primarily aimed at raising tariffs. This move 
was prompted by several factors: key assumptions underlying the 2008 Multi-Year Tariff Order 
(MYTO) were not met, and others failed to accurately represent the operational environment. 
Consequently, the tariff schedule was deemed non-cost-reflective, posing a deterrent to potential 
investors. Since 2014, adjustments have been made to the MYTO II tariff. However, electricity 
distribution companies (DISCOs) continue to assert that the tariffs remain non-cost reflective. The 
sharp devaluation of the Naira since June 2023 necessitates a significant reassessment of the 
tariffs. Yet, increasing tariffs at this juncture is likely to exacerbate the financial burden on the 
average Nigerian consumer, who has already been significantly impacted by both the devaluation 
of the Naira and the removal of the subsidy on Petroleum Motor Spirit (PMS). 
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Indicators 1 year 30-Dec-23 1 day

NGX - ASI* 54,780.44 74,773.77 103,952.47

Naira / US$ 460.85 899.89 1382.95

Brent, US$/bbl 78.12 77.04 81.47

MPR % 18.00 18.75 24.75

Source: NGX, Central Bank of Nigeria, Bloomberg. *All Share Index
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News headlines:               

 

CBN Doubles Down on Monetary Tightening, Again, Raises MPR to 24.75% to Curb 
Inflation: The Monetary Policy Committee (MPC) of the Central Bank of Nigeria (CBN) 
yesterday resolved to raise the Monetary Policy Rate (MPR), the benchmark interest rate by 
200 basis points to 24.75 per cent, from 22.75 per cent. The committee also reversed the 
asymmetric corridor around the MPR from +100/-700 basis points to +100/-300 basis points. 
Also, while it retained the Cash Reserve Ratio (CRR) of deposit money banks (DMBs) at 45.0 
per cent, the central bank however jerked up the CRR for Merchant Banks (MBs) from 10 per 
cent to 14 per cent, and left the Liquidity Ratio (LR) unchanged at 30.0 per cent. The MPC 
decision came just as the naira appreciated on the parallel market yesterday. Source: This 
Day https://www.thisdaylive.com/index.php/2024/03/27/cbn-doubles-down-on-monetary-
tightening-again-raises-mpr-to-24-75-to-curb-inflation 
  
Why We Refused to Validate $2.4bn FX Backlog: The Central Bank of Nigeria (CBN) has said 
that it refused to validate the outstanding $2.4 billion Forex forward transactions because 
they were ineligible for forex allocation. CBN governor, Olayemi Cardoso, disclosed this on 
Wednesday in reaction to foreign airline operators’ claim that CBN was yet to settle all FX 
backlog to its members. Cardoso said the central bank relied on the report by Deloitte 
Consultants to refuse approval for the $2.4billion applications. Deloitte Consultants had 
produced an audit report that revealed that most of the transactions did not qualify for 
payment. “In some cases, some allocations were made without being requested.  
Source: Punch https://leadership.ng/why-we-refused-to-validate-2-4bn-fx-backlog-cbn/ 
 
NCC insists on SIM-NIN deadline, telcos bar lines Friday:  Telecommunication companies 
will disconnect more Subscriber Identity Module (SIM) numbers not linked to National 
Identification Numbers (NIN) on Friday, March 29, 2024, the Nigeria Communications 
Commission has said. The Director of Public Publicity at the NCC, Reuben Mouka, told The 
PUNCH on a telephone call that that there would be no changes to the deadline for the next 
phase of disconnection The NCC’s directive for disconnection is being rolled out in stages, 
with the second phase set for March 29, 2024, continuing as previously announced. The initial 
phase took place on February 28, 2024. Subsequently, while the third phase is slated to begin 
on April 15, 2024. Source: Punch https://punchng.com/ncc-insists-on-sim-nin-deadline-
telcos-bar-lines-friday/ 
 
Respite As CBN Slashes Customs Exchange Rate By 3%: The naira’s continuous rise in both 
the official and parallel markets has brought some measures of reprieve for Nigerian 
importers as the Central Bank of Nigeria (CBN) further slashed the exchange rate for 
computing Customs duties at the nation’s seaports by about three per cent. The 
improvement in the value of the naira to the dollar, many The Customs FX duty rate was 
reviewed downward from N1, 448.386/$ to N1, 405.466/$ on Tuesday, March 26, according 
to information obtained from the official trade portal of the Nigeria Customs Service. The 
value of the naira continued its gaining streak on Tuesday as it closed trading activities selling 
at N1,382.95 to the dollar after the Central Bank. Source: Leadership 
https://leadership.ng/respite-as-cbn-slashes-customs-exchange-rate-by-3/ 
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Analyst Certification 

Each research analyst principally responsible for the preparation and content of all or any identified portion of this research report 
hereby certifies that all the views expressed in this research report accurately reflect his/her personal views about those issuer(s) or 
securities that the research analyst covers in this research report. Each research analyst also certifies that no part of his/her 
compensation was, is, or will be, directly or indirectly, related to the specific recommendation(s) or view(s) expressed by that research 
analyst in this research report. 
 

Important disclosures 

Analysts' compensation is based upon activities and services intended to benefit the investor clients of CSL Stockbrokers 
Limited, Lagos and the affiliates of FCMB Group, Lagos, Nigeria ("the Group"). Analysts receive compensation that is impacted 
by overall profitability of the Group, which includes revenues from, among other business units, Institutional Sales and Trading 
and Capital Markets/Investment Banking. 

CSL Research Ratings Distribution 

    Buy Hold Sell Not Rated Total 

Coverage universe 17 10 5 3 35 

% distribution 49% 29% 14% 9%   

Investment banking clients  0 1 1 0 2 

% distribution 0% 50% 50% 0%   

 

Explanation of CSL Research's equity research rating system 

Buy:  The analyst expects the stock to outperform the Benchmark over the next 12 months or the stated investment horizon. 

Hold:  The analyst expects the stock to perform in line with the Benchmark over the next 12 months or the stated investment 
horizon. 

Sell:  The analyst expects the stock to underperform the Benchmark over the next 12 months or the stated investment horizon. 

Not Rated:  The rating and price target have been suspended temporarily to comply with applicable regulations and/or firm policies in 
certain circumstances including when CSL Capital UK or the Group is acting in an advisory capacity in a merger or strategic 
transaction involving the company or due to factors which limits the analysts ability to provide forecasts for the company 
in question. 

Benchmark:   The benchmark is the trailing three-year average yield of the 12-month T-Bill plus one standard deviation rounded to the 
nearest %.  

Price targets:  Price targets, if discussed, reflect in part the analyst's estimates for the company's earnings. The 
achievement of any price target may be impeded by general market and macroeconomic trends, and by 
other risks related to the company or the market, and may not occur if the company's earnings fall short 
of estimates. 

Asset allocation:  Asset allocation is the responsibility of the strategy team. The recommended weight (Buy, Hold and Sell) 
for equities, cash and fixed income instruments is based on a number of metrics and does not relate to a 
particular size change in one variable. 
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Important Risk Warnings and Disclaimers 

 

CSL Stockbrokers Limited ("CSLS") is regulated by the Securities and Exchange Commission, Nigeria. CSLS is a member of 
the Nigerian Stock Exchange. CSL Capital (UK) Ltd (Firm Reference Number: 913994, Registered Number: 11818051), 
trading in the name of 'CSL Stockbrokers' for its activities, is authorised by the Financial Conduct Authority (FCA). 

 

Both CSLS and CSL Capital (UK) Ltd are members of the FCMB Group ("the Group") of Nigeria, a group of companies which 
also includes First City Monument Bank Ltd. 

 

RELIANCE ON THIS PUBLICATION FOR THE PURPOSE OF ENGAGING IN ANY INVESTMENT ACTIVITY MAY EXPOSE 
YOU TO A SIGNIFICANT RISK OF LOSS. By receiving this document, you will not be deemed a client or provided with the 
protections afforded to clients of CSLS and CSL Capital (UK) Ltd. When distributing this document, CSLS, or any member 
of the Group is not acting for any recipient of this document and will not be responsible for providing advice to any recipient 
in relation to this document. Accordingly, CSLS or any member of the Group will not be responsible to any recipient for 
providing the protections afforded to its clients. 

 

If you are in the UK, you are a person to whom either Articles 19 or 49 of the Financial Services and Markets 2000 (Financial 
Promotion) Order 2005 apply or a person to whom this communication may otherwise be lawfully made. 

 

In the United Kingdom, this document is available only to such persons described above and persons of any other 
description should not rely on this document. Transmission of this document to any other person in the United Kingdom is 
unauthorized and may contravene the Financial Services and Markets Act 2000 (FSMA). If you are not such a person or if 
the distribution of this document is otherwise unlawful where you are, you are required to return the document 
immediately to CSLS. This document is not intended for Retail Clients in the UK. 

 

This document is not an offer to buy or sell or to solicit an offer to buy or sell any securities. This document does not provide 
individually tailored investment advice. It has been prepared without regard to the individual financial circumstances and 
objectives of persons who receive it. The appropriateness of a particular investment will depend on an investor's individual 
circumstances and objectives. The investments and shares referred to in this document may not be suitable for all investors. 

 

CSLS or any other member of the Group may effect transactions in shares mentioned herein and may take proprietary 
trading positions in those shares and may receive remuneration for the publication of its research and for other services. 
Accordingly, this document may not be considered as objective or impartial. Additionally, information may be available to 
CSLS, or the Group, which is not reflected in this material. Further information on CSLS' policy regarding potential conflicts 
of interest in the context of investment research and CSLS' policy on disclosure and conflicts in general are available on 
request. 

 

This document is based on publicly available information obtained from sources which CSLS believes are reliable, but which 
it has not independently verified. Neither CSLS, or their advisors, directors or employees make any guarantee, 
representation, or warranty as to the accuracy, reasonableness, or completeness of this information and neither CSLS or 
their advisors, directors or employees accepts any responsibility or liability whatsoever (in negligence or otherwise) for any 
loss howsoever arising from any use of this document or its contents or otherwise arising in connection with this document. 
The opinions contained in this document are subject to change without notice and are not to be relied upon and should not 
be used in substitution for the exercise of independent judgment. 

 

Past performance is not a guarantee of future performance. Investments may go down in value as well as up and you may 
not get back the full amount invested. Where an investment is denominated in a currency other than the local currency of 
the recipient of the research report, changes in the exchange rates may have an adverse effect on the value, price or income 
of that investment. In case of an investment for which there is no recognised market it may be difficult for investors to sell 
their investment or to obtain reliable information about their value or the extent of the risk to which they are exposed. 
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The information contained in this document is confidential and is solely for use of those persons to whom it is addressed 
and may not be reproduced, further distributed to any other person, or published, in whole or in part, for any purpose. 
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