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Post-COVID, the recovery across the globe is gaining traction, better than expected particularly 
in the emerging and developing economies, slightly slower in the advanced economies but 
conservatively we are expecting a world growth of about 4.9 percent.

For a world that has experienced two consecutive years of COVID-induced stagnation or 
stutter- depending on which side of the globe you are- the growth forecast are the first signs 
that we are gradually re-opening for business and it is essential that Nigeria in general and 
Southwest Nigeria in particular, repositions itself in a world that will, as we can see, be markedly 
different from the pre-COVID economy.

The Southwest economy as the major driver of the Nigerian economy particularly as it 
remains the numero uno in attracting foreign direct investment, must adapt to the new 
global practices and quickly plug-in to the new opportunities that are now presenting itself. 
We do not have the right to remain investment attractive if we go to bed and believe it is now 
business as usual. As a Region presenting itself as an economic bloc, it behooves on us to 
keep redefining the space within the entity called NIGERIA. Policies must be geared towards 
tackling the monster of unemployment particularly among the under 35 population, we must 
continue to think in sync on how we can improve and open new vistas on the infrastructure 
front. There can be no GDP growth without efficient infrastructure. Hence, going into this new 
year 2022, the byword must now be regional infrastructure that drives growth. This will be the 
signpost to the outside world that the Southwest Nigeria means business.

As a region, we must continue to improve on our security. Thankfully, a lot has been done, but 
so much more needs to be put in place as a critical flank of the southwest economy in 2022. 
Afterall, without security, there can be no business.

As the world is coming out of a two-year economic lull, it is evident that foreign financial 
inflow will be at a premium as the financiers themselves will be needing the funds to float 
their respective economies. Hence, the six states in the region must continue to be creative, 
innovative and where applicable, work together in attracting funds at competitive interest 
rates.

Lenders will increasingly be choosy and selective as to where they put their funds. therefore, 
our domestic policies must be reformative and adaptable as we ensure we avoid policy 
summersaults which has been our bane as a country in the past. 

Foreword
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Inflationary pressures and fluctuating currency will test the resolve of our states as they strive 
to bring the much-needed growth into their respective domain, but the desire to explore new 
frontiers and partnership must continue to be at the forefront of policy decisions. 

The opportunity to lay the foundations for a durable, equitable and sustainable economy 
in the Southwest must be seized, notwithstanding the attendant challenges the political/
electioneering seasons will present. Southwest Nigeria is open for business in 2022 and all 
hands must be on deck for the populace in the region to benefit from the renewed growth in 
the global economy. 

Seye Oyeleye. M.A LL.B (Lond)

Director General 
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The Southwest Economic Outlook abstracts from the projected dynamics in global and 
domestic economies in 2022 to underscore the potential implications for the region. Based 
on a ‘top-down’ approach, the outlook pitches the plausible regional equivalent of global and 
domestic economic experience. From a twin perspective, the Outlook suggests important 
strategies to position the region against any impending shocks in the world economy. First, 
it is quipped that the region should hedge against the prospective negative consequences 
of tightened global financial space due to the pandemic. Second, the region should prepare 
itself to take advantage of the investment windows provided by these dynamics.

Ostensibly, the global narratives have been dominated by COVID-19 Pandemic discourse 
such as the fourth wave, vaccination, new variants, etc; as countries strive to cushion the 
effects of increased economic uncertainties compounded by the long-term effects of the 
global short-down. The probable effects of this on the region include;

• Reduced access to foreign borrowing due to the expectations of tightened global 
financial conditions, 

• Higher costs of external borrowing which would debar the states from taking this 
financing route and 

• Low volume of FDI inflow into the region and by extension into the country, etc.

From the domestic perspective, the analysis of the Nigerian economy and the performance 
of 2021 approved budget shows a rise in the national budget with a corresponding rise in the 
percentage of debt servicing. This raises the need to seek alternative revenue generation 
such as fiscal efficiency. The Nigerian economy has been projected to grow by 4.2% in 2022 
but this economic outlook is hinged on several factors such as the implementation of the 

Editorial
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national development plan (NDP, 2021-2025), fuel subsidy and Dangote Refinery narratives, 
the FOREX market and the level of insecurity, among others. The economy is thus susceptible 
to sub-optimal performance whenever these fundamentals change. 

As a buffer, the Region should leverage regional competitive advantages and shared 
opportunities to create developmental roadmaps that will reposition the Southwest as a 
OneBloc investment destination in the country and accelerate comparative development 
across the constituent states.  One of such is to leverage on development of transportation 
infrastructure to open up the region for investment.

For instance, the proposed construction of the Araromi to Akodo-Lekki road is arguably the 
most important infrastructure project which Ondo state must prioritize. It will effectively link 
Ondo State with Lagos State in 40 minutes or less. This will open up Ondo State Trade and 
Commerce space to larger markets by increasing accessibility to the State. In the regional 
spirit, a critical road for Ekiti State will be the Ikere to Araromi in Ondo State, which will eventually 
link the proposed road to Lekki in Lagos State.

Other game-changing regional oriented projects that can improve commerce and industry 
in the Southwest include: 

• Establishment of industrial centres along the economic corridor in the region

• Establishment of export processing zones and dry- ports across agricultural belts in the 
region

• Completion of the Seaport in Ilaje, Ondo State and the Dry Port in Ibadan, Oyo State.

• Leveraging regional opportunities to actualize the proposed Ilu -Tuntun Industrial Zone 
in Oyo state.

The Economic Outlook is thus presented as an anchor to advance conversations around 
regional integration and shared opportunities and as well assist the implementation of various 
developmental oriented policies in the Southwest in 2022.
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Global 
Outlook

For two consecutive years now, the global economy has contended with the Coronavirus 
pandemic (COVID-19 Pandemic) with its attendant challenges. In 2021, the world had to grap-
ple with economic consequences such as disruptions in supply chain, job loss and labour 
market quagmire, and sundry adjustments to the way we live. More importantly, the persis-
tent nature of the pandemic in form of the new variants shows that the world needs to adjust 
to this new reality. Indeed, the global economy has become murky as the pandemic reaches 
its fourth wave. This is easily perceptible as early successes recorded in the previous years 
as a result of the containment strategies adopted are crowding out as nations revert to pre-
vious restrictive measures to combat the spread of these new variants. From all indications, 
it seems that COVID-19 has come to stay like the common flu and the best bet is to increase 
vaccination rate, increase advocacy on the safety of the vaccines and set the world on the 
path for full recovery.
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The global output has been projected to grow at 4.9% in 2022, showing a 1.0% decline in the 
growth projection for 2021 . Although, this value is higher than the pre-pandemic growth of 
2.8%, the downward review of the growth projections by the IMF was probably driven by the 
resurgence of the new variants of COVID-19. Developed economies like the United States of 
America, China, United Kingdom etc are expected to contract as the growth rate dropped 
from 5.2% in 2021 to 4.5% in 2022. The growth rates of emerging markets and developing 
countries are expected to shrink to 5.2% in 2022 from 6.4% growth rate of 2021. 

However, these two countries are faced with 
further challenges of Omicron, the new variant 
of COVID-19 pandemic which is currently having 
devastating effects on the two economies. 
This has necessitated the need for increased 
advocacy for COVID-19 vaccines booster jabs 
for citizens who had earlier completed the full 
dose of the vaccines. 

1Report from IMF projections show that Advanced economies is projected to grow at 5.2% in 2021 & 4.5% in 2022 while low income developing countries’ GDP Growth is projected 
to accelerate to 3.0% in 2021, and 5.3% in 2022.

Table 1 depicts the United States domestic economy is expected to shrink in 2022. This 
contraction is however projected to reduce headline inflation by about 9% and labour market 
shrinkage to 4.3%. The Chinese economy is to follow suit with the GDP expected to decline by 
2.7% in 2022 from the growth estimates of 8.2% in 2021. However, an inflationary rate of about 
2.3% is expected in 2022 with a slight decline in labour market outcomes from 5.1% in 2021 to 
5.0% in 2022 respectively. 

US 2020 2021 2022
GDP -3.4 5.5 4.4
Inflation 1.2 4.7 4.3
Unemployment rate 8.1 5.4 3.1
China
GDP 2.3 8.5 5.5
Inflation 2.5 0.1 2.3
Unemployment rate 5.6 5.1 5.0

World Bank Economic Outlook Update | DAWN Research

Table 1: Country Specific Analysis(Percentage)

World Economic 
Output Projections For 
2022

The United States and China were the main 
drivers of the global economy in 2021.
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Nigeria’s economy is projected to grow from 2.6% in 2021 to 2.75 in 2022. However, South Africa’s 
economy is expected to shrink from 5.5% in 2021 to 2.2% in 2022. This could be due to the new 
variants of COVID-19 such as Omicron and Deltacron variants discovered in the country. These 
new variants, if not well managed, could repeal the previous successes recorded against the 
COVID-19-pandemic. 
Low-income developing countries’ economy is expected to grow from 3% in 2021 to 5.3% in 
2022. This growth projection is commensurate with the pre-pandemic estimated output 
growth of 5.3%. This is indicative of a projected increase in economic activities in the region in 
2022. Achieving this ambitious economic growth projections in these low-income developing 
countries would equally require deliberated efforts at increasing the vaccination drives and 
positioning of the economies to harness country-specific potentials. 

Table 2: Global Economic Outlook, 2022

Source: IMF, World Economic Outlook Update; DAWN Research. 

Estimates   Projections
Real GDP (Annual percent change) 2019 2020 2021 2022
World Output 2.8 -3.1 5.9 4.9
Advanced Economies: 1.7 -.4.5 5.2  4.5
• United States 2.2 -3.4 6 5.2
• Euro Area 0.6 -6.3 5 4.3
Emerging Market & Developing Countries: 3.7 -2.1 6.4  5.1
• China 6.1 2.3 8 5.6
• India 4.2 -7.3 9.5 8.5
• Brazil 1.1 -4.1 5.2 1.5
Sub – Saharan Africa: 3.2 -1.7 -3.7 3.8
• Nigeria 2.2 -1.8 2.6 2.7
• South Africa 0.2 -6.4 5.5 2.2
Low- Income Developing Countries 5.3 0.1 3  5.3

The case is expected to be different for sub-Saharan African (SSA) countries whose 
economies are projected to grow at 3.8% in 2022, which is higher than the previous post-
pandemic negative growth rate of 3.7% in 2021 (Table 2). This impressive growth potentials 
portend an increase in foreign direct investment (FDI) inflow into the SSA countries in 2022. 
Harnessing this projected growth potentials would, however, require increase in vaccination 
rates in the region. A precarious rate of vaccine distribution across the globe, most especially 
to developing countries, has the capacity to compound the trajectory of the pandemic’s 
control. Given the interconnectedness of our world today, a huge unvaccinated population 
poses grave danger to the rest of the world in this era of globalization. 
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The dynamics in global economy in 2022 is expected to have great implications for the 
Southwest region of Nigeria. The first probable effect is reduced access to foreign borrowing 
by the States in the region due to the expectations of tightened global financial conditions 
induced by the pandemic. Second, higher costs of external borrowing would definitely debar 
the States from taking this financing route. In addition, it would affect the volume of FDI into 
the region and by extension into the country. 
To mitigate the effect of the global economic dynamics in 2022, it is important for the region 
to reposition itself to deal with the trajectory of global output growth. 

• There is need to attract increased FDI to develop the region. Achieving this requires 
improvement in the level of competitiveness and showcasing the investment opportunities 
in the region. Also, the infrastructural gap should be addressed to liberalise the region for 
logistics advantage. 

• The Region should prepare to fully participate in the Africa Continental Free Trade 
Agreement (AfCFTA) which has been ratified by Nigeria. This would involve mobilizing 
every State in the region to participate in establishing flourishing export processing zones 
in the region. 

• The Region should leverage on its competitive advantages to create developmental 
roadmaps that will reposition the region as One Block investment destination in the 
country. 

• Increased advocacy for vaccination against COVID-19 pandemic should be encouraged 
to increase the safety of the citizens and curb perpetuating the spread of the virus.

Implications of Global 
Economic Outlook for 
Southwest Nigeria 
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After witnessing episodes of consecutive contractions in Q2 and Q3 of year 2020 by 6.1% and 
3.26% respectively - ostensibly caused by the COVID-19 pandemic - the Nigeria economy 
recorded some positive figures in 2021. As depicted in Figure 1, Nigerian real GDP grew by 0.51%, 
5.01% and 4.03% in Q1, Q2 and Q3 of 2021 respectively. Prior to this, the real GDP growth values 
in Q1 and Q2 were 1.87% and 0.11% in year 2020, representing the two immediate growth figures 
before and after the two recession periods. These growth rates were mainly driven by the 
performance of the non-oil sectors. Thus, the projections for 2022 shows an optimistic growth 
rate value of 4.2%. 

•Real GDP Growth

Domestic Economy:
X-raying the Nigerian Economic 
Performance in 2021

Figure 1: Trends in Real GDP Growth in Nigeria in 2021

 Note: * represents projected figures
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•Inflation
The values of consumer price index (CPI) in Nigeria showed that the country witnessed a 
galloping inflationary trend in 2021 as the headline inflation surged to an all-time high of 18.17% 
in March 2021 (see Figure 2). This had serious negative effect on the living standards and large 
number of the Nigerian population slipped into poverty. Specifically, food inflation was about 
22.95% in March 2021 while core inflation remained a double digit at 12.74%. As at November and 
December 2021, the CPI in Nigeria were 15.40 and 15.60 respectively. This implies that, although 
headline inflation consistently declined from April to November, 2021; the narrative was slightly 
different for December, 2021. Given the trajectory of other macroeconomic fundamentals, the 
CPI, most especially food inflation, is expected to rise in year 2022 as shown in Figure 2. 

Source: IMF, World Economic Outlook Update; DAWN Research.  Figure 2: Trend of Consumer Price Index in 2021
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•Unemployment Rate

•Financial Indicators

•Debt Analysis, Trade Balance and Exchange rate 

The unemployment rate, according to National Bureau of Statistics (NBS), remained high in the 
year 2021.  The total labour force population for Q4 2021 was 69 million while unemployment and 
underemployment rates were 33.3% and 22.8%, respectively. These figures remained constant 
throughout the four quarters of year 2020 and 2021. However, this was higher than the pre-
pandemic unemployment value of 23.13% in Q3 of 2018.  With this figure, Nigeria still records 
one of the highest unemployment figures in the world. A better employment outlook for 2022 
it to take a proactive step to solve the labour crisis in the country. This would depend on the 
country’s ability to meet the employment targets in the Mid-Term National Development Plan 
(MTNDP) scheduled to be achieved by 2025. 

The financial indicators show that in 2021, most of the parameters remained the same 
throughout the year. This was probably driven by the non-conventional approach adopted by 
the Central Bank of Nigeria to conduct the monetary policy. As shown in Table 3, the monetary 
policy rate (MPC) was retained for the year 2021 as it remained at 11.5% throughout the period. 
Also, the prime lending rate and Max lending averaged 11.50% and 28% respectively in 2021. 
This narrative is the same for other monetary policy variables in the year 2021. This perhaps 
explained the low capital investment and low level of employment generation in the country 
in 2021 as access to liquidity became static due to unchanging monetary policy environment. 

The debt data released by the Debt Management Office (DMO) showed that Nigeria’s public 
debt profile, comprising both domestic and foreign sources, increased consistently in 2021. 
According to DMO, Nigeria’s debt profile stands at ₦38trillion as at Q3 2021 which was about 
₦2.5trillion higher than the ₦35.47trillion in Q2 2021. This increase could be due to the $4 billion 
Eurobond which was obtained from the international debt market by the Federal Government. 
As shown in Figure 3, this position was further compounded by the negative trade balance 
which was ₦1,551.19 billion in Q4 2020. The negative trade balance continued in Q1, Q2 and Q3 
of 2021 with ₦2,959.92 billion, ₦1,656.60 billion and ₦1,093.21 billion respectively. The trade deficit 
reflects the disequilibrium between the country’s import and export and, in fact, shows the 
precarious nature of the economy. As the trade data show, Nigeria’s import value exceeded 
the export equivalence. This stance places pressure on the exchange rate due to its effect 
on the balance of payment account. Therefore, the Nigeria’ official exchange rate closed at 

₦435/$1 as at 31st December 2021 
with annual average of ₦410.3/$1, 
while at the parallel market, the 
naira exchanged for ₦565/$1. 
This continuous depreciation of 
naira explains the continuous 
intervention of the Centra Bank of 
Nigeria (CBN) to ensure the stability 
of the local currency.

 Figure 3: Trend of Trade Balance between Q3 2020 -Q3 2021 (Billion Naira)
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Table 3: Selected Financial Market Indicators in 2021
Month March April May June July August September October
Inter-Bank Call Rate 10.1 30.00 15.23 16.57 12.38 13.45 13.00 10.00
MPR 11.5 11.5 11.5 11.5 11.5 11.5 11.5 11.5
Treasury Bill 2.0 2.0 2.5 2.5 2.5 2.5 2.5 2.5
Savings Deposit 1.86 1.86 1.83 1.81 1.82 1.82 1.28 1.28
One Month Deposit 2.06 2.33 2.84 3.36 3.27 3.60 3.71 3.80
Three Months Deposit 3.05 3.32 4.00 4.96 4.78 4.80 4.65 5.02
Six Months Deposit 2.80 3.50 4.47 5.14 4.83 5.30 5.83 5.61
Twelve Months Deposit 4.94 5.78 6.14 6.54 6.3 6.73 6.72 7.4
Prime Lending 11.13 11.24 11.29 11.67 11.57 11.62 11.73 11.61
Max Lending 28.74 28.64 28.39 29.05 27.99 28.00 27.10 27.10

Source: Nigeria Burau of Statistics (NBS, 2022)

The Honourable Minister of Finance, Budget and Planning, Mrs Zainab Ahmed presented 
the 2022 Federal Government approved budget anchored on the medium-term National 
Development Plan (2021-2025). The size of the national budget for 2022 stands at ₦17.13 trillion 
which represents the highest in the country’s history. The projected revenue available to 
fund the 2022 budget was ₦10.74trillion while the deficit was ₦6.7trillion. The deficit is to be 
financed by domestic and external sources such as multilateral and bilateral loans as well as 
proceeds from sales of government moribund assets. As depicted in Figure 4, about 45% (or 
₦5.96trillion) was devoted to capital expenditure while ₦6.91trillion is for recurrent expenditure. 
Debt servicing will gulp about 23% of the total budget (i.e. ₦3.62trillion) with a sinking fund of 
₦270.71billion. This analysis shows a rise in national budget with a corresponding rise in the 
percentage of debt servicing. This raises the need to seek alternative revenue generation 
avenue such as fiscal efficiency. Also, recurrent expenditure continuously surpassed capital 
expenditure from 2020-2022. This trajectory of high cost of governance and overheads has 
persisted from the pre-pandemic era. 

Nigerian Budget Analysis

Figure 4: Trend of Nigeria Budget from 2020-2022 (Trillion Naira)
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The financing structure of the 2022 budget is based on some key assumptions (see BOX 1). As 
depicted, exchange rate is benchmarked at ₦410.15/$ while oil production and oil price are 
based on 1.88mbpd at $62/b respectively.

In addition, GDP growth and inflation rates are projected 
at 4.20% and 13% respectively while nominal consumption 
level is benchmarked at ₦119.28trillion and the nominal 
GDP figure is projected at 184.34trillion. This shows that 
changes in these macroeconomic fundamentals may 
cause unintended disruptions which might affect the 
overall performance of the 2022 budget. It is therefore 
essential to provide a buffer to mitigate the budgetary 
susceptibility such as making provision for supplementary 
budget whenever these macroeconomic fundamentals 
change.

The budget performance differentials between the proposed and actual values in 2021 reflect 
the possible trajectory of the 2022 budget. As shown in Figure 5, about 67.9% of the ₦8.1trillion 
revenue projections for 2021 was achieved depicting a revenue shortfall of ₦2.6trillion. This 
induced a 31.7% reduction in capital expenditure and 3.33% reduction in recurrent expenditure. 
At the same time, total debt and debt servicing costs increased significantly in order to 
finance the revenue shortfall. This antecedent may subsist in 2022 and thus create significant 
policy gaps underlining the macroeconomic environment in the country. A similar turn in the 
2022 budget is the action of the National Assembly to tinker with the budget process. The 
legislative adjustments showed that capital projects were reduced by 10733 while about 6,376 
new projects were added. Also, the oil price benchmark was increased from $57/bbl to $62/
bbl. These sundry adjustments will have significant distributional effects on the execution 
of capital projects in different regions in the country.  This may have ripple effects on the 
economy of the Southwest, most especially in the quantity of Federal projects in the region. 

The Nigerian Budget and Southwest Economy: 
Prospects in 2022
• Budget Performance

    Figure 5: Proposed and Actual Budget Differential in 2021 (Billion Naira)

Box 1: Key Assumption
Oil Production 1.88 mbpd
Oil Price $62/b
Exchange Rate: ₦410.15/$
Normal Consumption ₦119.28trn
Normal ₦184.38trn
GDP Growth Rate 4.20%

Inflation Rate 13%
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The 2022 approved budget is premised on the identified key assumptions which define the 
performance expectations. However, the degree to which these assumptions reflect the 
economic reality both at the global and domestic levels would determine the extent of the 
budget performance. This becomes important as economic activities in the Southwest Region 
may be driven by set of different assumptions which will have serious implications on the 
overall budget performance in the country.

The Nigeria 2022 budget was based on the mid-term National Development Plan (NDP) from 
2021-2025 which succeeded the Economic Recovery Growth Plan (ERGP) that expired in 2020. 
However, greater percentage of the NDP is expected to be funded by the private sector. This 
implies that the private sector in the Region must be supported to undertake this task. There 
is need to introduce policies and programmes to boost capacity of the private sector in the 
Southwest and create investment opportunities. This could also be accompanied by requisite 
incentives that would encourage and facilitate the investment process. 

The size and rate of foreign direct investment inflow into the country had declined significantly 
since 2011. Specifically, between 2004-2011, Nigeria witnessed high FDI inflow into the country 
due to privatization policy at that time. However, in recent times, FDI has been autonomously 
driven by the proceeds from oil. Also, the huge potential for the inflow of foreign direct 
investment into the country has been offset by the pandemic. It is expected that the volume 
of FDI inflows might decline in 2022 unless the best strategy is selected from the basket of 
policy options available to the government. 

There has been a huge uncertainty surrounding the fuel subsidy removal in Nigeria. Recently, 
despite the fact that provision was not made for oil subsidy in the 2022 budget, the Federal 
Government declared the suspension of the removal of oil subsidy and this is expected to gulp 
between N3trilion to N4trillion. This is another anchor that would moderate the performance 
of 2022 budget. The implication is that the bill on oil subsidy rises as global oil prices rises. 
Due to the policy signalling potential of fuel subsidy discourse in Nigeria, it is expected that 
Southwest Region should be prepared for this reality. This would include providing a buffer to 
mitigate the socioeconomic effects in the region. 

Foreign exchange demand had been dominated by fuel importation instead of other 
productive economic activities. This generated a lot of foreign exchange crisis in 2021. The 
balance of trade and overall investment inflow into the country in 2022 will be driven by the 
performance of the foreign exchange (FOREX) market. This would have implications on the 
access to adequate FOREX for businesses in the region. It is therefore important for businesses 
in the Region to position themselves to edge against foreign exchange risks by depending 
less on imported component of inputs but rather manufacture with higher percentage of 

• Changes in Macroeconomic Fundamentals 

• Mid-Term National Development Plan (2021-2025).

• Decline in Foreign Direct Investment (FDI) Inflow

• Fuel Subsidy Narratives

• Foreign Exchange Market
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local inputs. However, the completion of Dangote Refinery is expected to have significant 
impact on FOREX market when it starts operation. This should reduce the demand for foreign 
exchange, induce naira appreciation and subsequently improve the balance of payment 
equilibrium. 

The level of insecurity has continued to rise in the country despite government efforts. 
Insecurity has affected the inflow of foreign portfolio investment into the country and led to 
the relocation of some companies’ headquarters to neighbouring countries. This has also 
affected agriculture, most especially food production with the attendant rise in food prices 
(inflation) in the country. It is thus important for the Region to further strengthen AMOTEKUN- 
the Regional Security Network- to effectively undertake the role of securing the region in 
collaboration with other security agencies. 

• Insecurity

Several regional specific issues will affect the economic performance of the Southwest Region 
in 2022. One of these is the elections coming up in two states of the region. Apart from the 
general elections coming up in the country in 2023, EKITI and OSUN states will be conducting 
their elections in 2022. While elections in EKITI will be held in June, 2022; OSUN state elections 
had been fixed for November, 2022. It is expected that sundry electoral spendings will affect 
fiscal performance in these States in 2022. However, regional specific advantages need to be 
explored to enhance the performance potentials and improve economic outlook of the region 
in 2022. This becomes important as we examine the State-by-State 2022 budget analysis to 
benchmark performance trajectories.

  Lagos State Investment Deal book

Southwest Nigeria 
Economic Outlook for 2022 
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Lagos state remains not only the economic hub of West Africa but also the powerbase of the 
Nigerian economy. Apart from being the former Federal Capital Territory and commercial 
capital of the country, Lagos state is unique in many ways . It contributes about 30% to the 
GDP of Nigeria, thus, the state continues to blaze the trail in various area such as internally 
generated revenue (IGR), investment destination, rural-urban migration, industrial capacity 
etc. Specifically, the state accounts for about 60% of industrial investments in Nigeria while 
90% of companies in Nigeria locate their headquarters in Lagos. Lagos state also remains the 
largest market in the sub-Sahara Africa and this has facilitated the inflow of FDI, not just into 
the state but into the country. Lagos state is deliberate about its investment and development 
strides as it is often reflected in the composition of the annual budgets.   

Lagos state
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The trend analysis in Figure 6 shows that the size of Lagos 
State budget increased from 2019-2022, except for year 
2021 budget which shrunk by 21% from 2020 budget. From 
₦873.5billion in 2019, the state’s budget size increased to 
₦1.168 trillion in 2020. This was caused by the ripple effects 
of COVID-19 pandemic where most macroeconomic 
indicators have performed abysmally. This necessitated 
the supplementary budget which increased the 2020 
budget form ₦920.469billion to ₦1.168 trillion. However, the 
budget declined to ₦1.163 trillion in 2021. For year 2022, the 
Lagos state approved budget increased to ₦1.758 trillion 
to showcase government direction for the year. In terms 
of composition, capital expenditure was ₦1.166trilion while 
recurrent expenditure was ₦591.28billion.

A tint about Lagos state approved budget is that 
capital expenditure has continuously exceeded 
recurrent expenditure.  From 15% in 2019, capital 
expenditure overshot recurrent expenditure by 35% 
and 34% in 2020 and 2021 budgets respectively. 
This capital-recurrent expenditure differential 
became more pronounced in 2022 budget at 
49.3%. This capital expenditure centric economy 
explains why Lagos state’s economy remains 
the driver of national economy; as the state is a 
hub of productive economic activities. In terms of sectoral composition (Figure 7), the health 
sector, general public services, economic affairs and others represent the main priorities of 
Lagos state 2022 budget. This further shows the direction of the flow of funds and productive 
economic activities in the year

Budget Analysis:

Figure 6: Lagos State Budget 
(2019-2022)

Figure 7: Sectoral Composition of 2022 Lagos State 
Budget

3Lagos Investment Deal Book
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The volume of the projected capital expenditure is expected to increase the level of economic 
activities in the state. The GDP of the state has been projected to grow at an ambitious 10% 
annually until 2025 . This projection is predicated on improvements in investment, fiscal, legal, 
and fiscal environment. This further incorporates better performance in other development 
indicators.   Other specifc strategies to harness this economic growth trajectory include:

Aggressive campaign for increased vaccination among the citizens. Lagos state has been 
the epi-centre of COVID-19 pandemic since its inception in 2020. As the world experience 
the fourth wave of the pandemic, Lagos state needs to intensify campaign for increased 
vaccination among its citizens. This bcomes germane because of the strategic position the 
state occupies in trade, commerce and industry.  Also, there is need to improve on the level 
of budget performance in the state to increase the level of economic activities in the state. 

Leverage on Regional Integration: Lagos state serves as both the investment destination and 
human migration from the hinterland. This has increased the level of the precariousness of 
the state in terms of housing, traffic congetion, water and sanitation, and others. It is however 
important to leveraging on regional collaborration to decongest Lagos state by improving 
economic activities across other states in the region. Lagos must continue to key into the 
drive to establish industrial zones across the Region to boost investment opportunities.  Rail 
transport to other parts of the Southwest can be better utilized as a model to house people in 
other states outside Lagos.

Lagos State Economic outlook 
for 2022
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Ogun state is another important state in the Southwest as it also represents a major economic 
hub in the region. Apart from having the largest concentration of industries in the Southwest 
and one of the largest in the country, the state serves as an economic corridor where 
commercial activities such as the transportation of goods, services and people take place. 
As a Gateway to other industrial zones in Nigeria and West Africa, Ogun state contributes 
greater percentage to the economic growth of the region. The state ranks next to Lagos in 
IGR and is an important economic hub in the region.  As at 2021 Q3, the IGR of Ogun state was 
₦73.04billlion implying about 79.98% budget performance.

Ogun State
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The size of Ogun state annual budget has fluctuated 
significantly from 2019 to 2022 (Figure 8). From the ₦400 billion 
in 2019, the state’s budget increased to ₦4409.974 billion 
in 2020, obviously due to the effect of the pandemic. The 
budget shrank in 2021 to about ₦338.6 billion reflecting the 
recovery period from the pandemic which had moderated 
fiscal responsibilities and necessitated allocative efficiency 
occasioned by dwindling revenues. However, the state’s 
annual budget increased marginally in 2022 to ₦350.73 billion 
showing a recovery process towards the pre-pandemic eras.

Like Lagos state, the budget analysis shows that capital 
expenditure for Ogun state significantly exceeds the recurrent 
expenditure. This budgeting structure reflects an economic 
structure that focuses on infrastructural development. This 
is corroborated by the sectoral composition of the budget 
figure. As shown in Figure 9, infrastructure, education and 
health accounted for 22%, 16% and 10% of the 2022 budget 
respectively while Agriculture represented about 4.3% of the 
total budget. The remaining percentage is allocated to other 
sectors. 

Budget Analysis:

Figure 8: Ogun State Budget (2019-2022)

Figure 9: Sectoral Composition of Ogun 
State 2022 Budget
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Ogun state is central to the economy of the Southwest region. Apart from hosting the largest 
road network with strategic link to other regions of Nigeria, the state is home to 3 largest 
industrial zones in the country with about 74% arable land available. It contributes about 30% 
to national solid minerals while manufacturing, agriculture and trade contribute about 85% of 
the state’s GNP. The ISEYA mantra, showcasing the investment roadmap of the State, should 
be pursued vigorously by facilitating the execution of all the planned based projects.  This 
has the potentials to generate massive productive activities which would improve the level 
of growth and employment generation in the State. However, achieving this would require 
providing enabling business environment to attract more investors to be attracted into the 
state. This includes requires improving on the State’s Ease of Doing (EoD) business index. 
Budget performance is an important indicator to benchmark the level of progress in the State 
as it shows the overall effectiveness of government actors and systems in translating policy 
into actions

Ogun State Economic Outlook 
for 2022
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Ondo State
As the Sunshine state, Ondo is blessed with arable fertile land and waters for agriculture 
which also employs about 65% of the State’s labour force. With over 75,000 tons of quality 
Cocoa annually, the State has the largest bitumen deposit in Africa and the 2nd longest 
defined Coastline of 75km. Ondo state also has a Deep Seaport coupled with Free Trade Zone 
while the natural transit hub provides access to the country’s hinterlands. Essentially, Ondo 
state economy is dominated by oil & gas and agriculture which jointly contributes about 90% 
of the State’s Gross Domestic Product (GDP). Ondo State’s aggressive stride is to become 
an investment hub in the region, significantly improve the volume of IGR and percentage 
contributions to the nations’ GDP. 
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Figure 11: Sectoral Composition of Ondo State 
2022 Budget

Figure 10 depicts the size of the Ondo State budget from 2019 to 2022. As shown, from 
₦193.90billion in 2019, Ondo State’s 2020 budget shrank to ₦187.85billion in 2020 representing 
a 3.10% reduction from the 2019 budget. This trend continued in 2021 with the budget of 

₦174.87billion, representing another 6.95% reduction in 
2020 budget. This was ostensibly due to the effect of 
the pandemic which affected the budget performance 
trajectory for the state. The State’s economic recovery 
also lingered given the size of 2021 budget. However, 
the 2022 budget of ₦199 billion depicts about 12.56% 
increase from 2021 budget and infact, surpassed the 
precovid-19 budget of ₦193.90billion in 2019.
Further analysis in Figure 11 shows that the three 
important focus of Ondo state’s budget in 2022 include 
economy (53.9%), social development (29%) and 
administration (12.4%) respectively. 
An important trend in Ondo State budget since the 
pandemic in 2020 is the continuous overshoot of 
recurrent expenditure above the capital expenditure. 
This economic structure implies that the State is 
prioritising maintaining the status quo and providing 
government services instead of increasing productive 
economic activities through increased allocation to 
capital expenditure. However, this structure will have 
to be disrupted once the State accelerates the level of 
productive activities.

Figure 10: Ondo State Budget (2019-2022

Budget Analysis:
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Ondo State Economic Outlook 
for 2022

An important framework to actualize effective implementation of the State’s 2022 budget is to 
deliver on the targeted capital projects for the year. For instance, the proposed construction 
of Araromi to Akodo-Lekki road is arguably the most important infrastructure project which 
the State must prioritize. It will effectively link Ondo State with Lagos State in 40 minutes or less. 
This will open up Ondo State Trade and Commerce space to larger markets by increasing 
accessibility to the State. Given it’s strategic position as an interface between Lagos and other 
states in the hinterland, these roads will facilitate growth along major economic corridors.
There is also need for aggressive investment advocacy especially as it relates to Ondo State 
Seaport and Free Trade Areas. These projects have the potential to liberalise trade and 
commerce in 2022 by improving the livelihoods, employment level and general economic 
activities in the States. This would increase the influx of major SMEs and multinational 
companies into the States. It also expected to increase the State’s IGR, increase the tax base 
and the general fiscal environment. 
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Oyo State
Oyo, the Pace setter State, is the 6th largest non-oil economy in Nigeria. Given its proximity to 
Lagos State international airport and seaport (approx 130 km), Oyo state offers the requisite 
alternative to Lagos residents. In terms of natural resources, Oyo state has abundant deposits 
of Marble and Gemstones and can as well boast of interesting tourist attractions such as 
Iyake lake, Ado Awaye one of the two suspended lakes in the world, Agodi Gardens, etc. In 
terms of agriculture, the state has over 27mha of arable land, with 11 Farm Settlements on 103 
163 ha. To boost the economy of the state, most especially to improve economic activities 
along economic corridor provided by some routes, the State established Special Economic 
Zones (SEZ) such as the proposed Inland Dry Port. The current economic stride in positioning 
the State for huge investment opportunity is the proposed ILU TUNTUN- a special economic 
zone where investors can invest in several aspects of the project. 
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The size of the Oyo state budget has increased over time 
similar to other states in the region. As shown on Figure 12, 
Oyo state budget for 2019 was ₦182billion after the transition 
effect of about 45% reduction from the initial ₦285billion. The 
State’s budget increased by 14.5%, 20.5% and 8.7% in 2020, 
2021 respectively with the size of ₦213billion and ₦268.8billion. 
In 2022, state’s fiscal allocation increased by 8.7% to stand at 
₦213billion. 
In terms of composition, state’s recurrent expenditure was 
higher than the capital expenditure from 2019 to 2021 with 
about 10.15%, 6.36% and 4.41% respectively for each year. 
This trend is similar to some of other states in the region 
and thus depicts the structure of the state’s economy 
which concentrates on maintaining government statutory 
responsibilities in those periods. The percentage of capital-
recurrent expenditure differentials however decreased in 
year 2022 where the trajectory changed in favour of capital 
expenditure. This change is further reflected in the sectoral 
composition of the State’s 2022 budget on infrastructure 
(32.8%), education (18.3%), health (5.9%), agriculture (3.8%) 
while the remaining 39.0% represents allocation to other 
sectors (see Figure 13)

Budget Analysis:

Figure 12: Oyo State Budget (2019-2022)

Figure 13: Sectoral Composition of Oyo 
State 2022 Budget
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Based on the 2022 budgetary allocation which prioritize capital expenditure, the State’s 
economy is expected to experience growth in the direction of the degree of budget 
implementation and fiscal discipline. Execution of capital expenditures is expected to generate 
employent opportunities for the citizens and boost the level of economic activities thereby 
reducing poverty.

• Another anchor on which the State’s economy is predicated the Oyo State Development 
Plan (2021-2040). The full implementation of this Plan will boost the level of investment 
inflow into the State, acclerate economic growth and provide opportunities for increased 
trade and commerce. 

• Harnessing investment opportunities embeded in the proposed Ilutuntun Idustrial Zone in 
the State is also pivotal to Oyo state economic performance in 2022.

• The completion of Oyo State Dry Port as well as the Special Agro-Industrial Processing 
Zone, facilitated by AfDB, would enable the State’s economy to grow substantially. The 
impacts of the projects on households would insure livelihoods through job creation and 
other attendant benefits. 

• The state can also leverage regional capacities and shared investment opportunities to 
marshall better performance of economic variables in the State in year 2022.

• Oyo State, mainly Ibadan, will experience a population explosion over the next 3 years 
particularly with the completion of the Lagos-Ibadan express way and the rail. Oyo State 
will have to step up on facilities for the new influx in order to harness the benefits, most 
especially increase in IGR.

Oyo State Economic Outook 
in 2022
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Despite its size, Ekiti state is pivotal to the economic development of the Southwest region. 
The state is investment driven and indeed has a dedicated IPA and strong executive support 
for facilitating investment into the state. This State also has special agricultural processing 
zones with arable land for irrigation purposes while a special economic zone focus of the 
knowledge economy is also an important feature of the State. In terms of tourism, several 
tourist assets exist in Ekiti state. Some of these include Arinta Waterfalls, Ikogosi Warm Spring 
Resort, Olosunta hills and many more. 

Ekiti State
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Figure 14: Ekiti State Budget (2019-2022) Figure 15: Sectoral Composition of Ekiti State 2022 Budget 

In terms of the composition of 2022 budget, Figure 15 shows that the following areas are the 
focus of Ekiti State for the 2022 fiscal year. Knowledge economy accounts for 20% of total 
expenditure while governance takes 36%. Infrastructure and industrial development and social 
investment were allocated 28% and 14% respectively while agriculture and rural development 
takes only 2% of the 2022 appropriation bill. 

As shown in the Table 14, the pre-pandemic Ekiti state budgets in 2019 was ₦129.9 with recurrent 
expenditure higher than capital expenditure. In 2020, the state’s budgetary allocation reduced 
significantly to ₦91 billion from the initial ₦124.5 billion to reflect the economic realities of the 
Coronavirus pandemic. The budget increased to ₦109.6billion in 2021 only to shrink again to 
₦100.8billion in 2022. In addition, recurrent expenditure was higher than capital expenditure 
during these periods reflecting the structure of Ekiti state economy and explains the aggressive 
investment promotion in order to improve the level of productive activities which would drive 
economic growth in the state.

Budget Analysis:
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Ekiti State Economic Outlook 
for 2022

Ekiti state economy in 2022 will be driven by several factors. First. Ekiti State’s ability to leverage 
on its connection to other Southwestern States in the region is needed to improve its level 
of economic activities. Exploring this advantage is important to grow the economy in 2022. 
For instance, the state needs to be opened up with good road network which would allow 
vehicular movement and considerable access to the State. Such transportation model could 
spur the State into becoming an investment hub for both local and foreign investors. A critical 
road for Ekiti State will be the Ikere to Araromi in Ondo State, which will eventually link the 
proposed road to Lekki in Lagos State.
Also, the State’s proposed ‘Agro-Cargo Airport’ is expected to have a long-term positive 
impact on agriculture and investment. Essentially, Ekiti state economic performance in 2022 
will be driven by election spending. Being an election year for the State, fiscal performance 
will be moderated by election-related activities most especially as the State awaits a change 
in administration. 
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Osun- the State of the Living Spring- is unique in the Region based on historical significance. 
With about ₦19.6billion in 2020, Osun State ranks as the 3rd largest exporter of Cocoa in Nigeria 
and has the largest gold deposit with at least 11 gold licenses. The State is reputed to have a 
constant supply of electricity in the State capital (up to 16 hours/day). Like other Southwest 
States, agriculture contributes significantly to the State’s GDP. Most especially, the forestry 
sub-sector has placed the State in 5th position in the country. Also, tourism sub-sector is 
highly central to the State’s GNP. The State can boast of a World Heritage Site (i.e., the Osun 
Groove) and subsequently hosts the annual famous Osun-Osogbo festival. The State has 
lowest poverty rate in the country sequel to the strategic place it takes in the region which 
creates a spill over effect of economic activities from other states in the Region.

State of Osun
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Figure 16 depicts Osun state’s budget trajectory from the pre-pandemic era. Although, the 
State’s budget has witnessed some percentage increase from 2020 to 2022, the value is still 
lower than the 2019 budget by about 16%. Specifically, from ₦154.4billion in 2019, the state’s 
budget decreased to ₦82.2billion in 2020 but increased slightly to ₦109billion in 2021. During 
these years capital expenditure was more than the recurrent expenditure. indicating the 
government’s prioritization of creating productive sector instead of maintaining the status 
quo. In 2022, the state’s budget was ₦129.7billion while maintaining the episodes of higher 
capital expenditure more than recurrent expenditure. In terms of sectors, Figure 17 shows that 
infrastructure accounts for 14% of the budget while others include education (20.5%), health 

(12.3%) and agriculture (5.4%). The remaining 47.2% 
account for the other sectors that are not captured 
under the items we already discussed.

Budget Analysis

Figure 16: Osun State Budget (2019-2022)
Figure 17: Sectoral Composition of Osun State 2022 
Budget
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Like Ekiti state, Osun state’s economy in 2022 will be driven by election spendings. This is 
important because of the potential increase in socio-economic activities due to increased 
electioneering campaigns. Although, Osun state is one of the four states in the southwest 
whose capital expenditure is higher than the recurrent expenditure, the tendencies of fiscal 
performance during an election year may alter the trajectory of the budget implementation 
process and the eventual performance metric in the year.

State of Osun Economic 
Outlook for 2022 
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The Southwest in 2022 has a budget size of ₦2.833 trillion with the capital and recurrent 
expenditure accounting for ₦1.721 trillion and ₦1.111 trillion respectively. As shown capital 
expenditure exceeds recurrent expenditure by 10%. This position is driven by the contributions 
of states like Lagos and Ogun with massive capital expenditures relative to recurrent 
expenditures. However, in specific analysis, capital expenditure exceeds recurrent expenditure 
in Lagos, Ogun and Oyo respectively while in Ondo and Ekiti, recurrent expenditure exceeds 
capital expenditure. In terms of 2022 budget size, Figure 18 shows that Lagos state takes the 
lead in the composition of both capital and recurrent expenditure, while Ogun, Oyo and Ondo 
states take the 2nd, 3rd and 4th positions respectively with Osun and Ekiti States ranks 5th and 
6th respectively.

Regional Budget Analysis

Southwest Nigeria
Regional Aggregates

Figure 18: Southwest 2022 Budget Analysis
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 Figure 19: State-by-State Analysis of 2022 Budget Composition

Potential Drivers of Economic Growth and 
Development in Southwest Nigeria in 2022

Increased leverage on regional collaboration and shared opportunities would facilitate 
development across the six states in the region. Developing infrastructural facilities across the 
states, such as improving transportation facilities, will increase access to constituent states 
and facilitate improvement in economic activities. From the regional integration perspective, 
the proposed construction of Araromi to Akodo-Lekki road will effectively link Ondo State with 
Lagos State. Thus, Ekiti State will do well to construct another road from Ikere to Araromi in 
Ondo State which will eventually link the proposed road to Lekki in Lagos State. This will aid 
easy movement of persons, goods and services and ultimately enhance interconnectivity 
within the region.

Economic activities and social cohesion revolve around the feeling of safety of lives and 
properties. The spate of insecurity had increased significantly in the country. This has rendered 
farmers ineffective and in turn affected the agricultural production capacity of the region. 
The establishment of the regional security outfit- AMOTEKUN -– was a proactive step by the 
Southwest Governors to ensure their citizens are safe and secure. Therefore, this security 
outfit should be strengthened to combat the maunders that are attacking the farmlands and 
protect the region against the onslaught on incessant attacks from various quarters. 

Increased Regional collaboration 

Security



DAWN Commission | Managers of Western Nigeria Integration Agenda

Southwest Region Economic Outlook for 2022

39

Proactive step is needed to improve the level of e-commerce in the region. Due to the 
adjustments and permanent changes that the pandemic has brought, new solutions 
and approaches are required to transverse the realities of the post-pandemic era. Digital 
solutions are therefore increasingly required to conduct business and economic activities 
remotely. Given the position of the Southwest Region as the major player in the digital and 
e-commerce space, it is important for the Region to develop a sustainable e-commerce 
space to reposition the region’s economy and facilitate effective business environment. This 
would further transform trade and commerce in the region. 

Informal sector dominates the market structure in Nigeria and hence the region. The business 
environment in the region should be fortified to accommodate the informal sector’s specific 
characteristics. The ease of doing business (EoD) index in the region should be improved for 
business to have better experience and improve the level of investment. This would create 
the pathway to harness the opportunities embedded in the informal sector and improve 
the sector’s contribution to regional economy. Government policies aim at empowering and 
facilitating the growth and development of this sector is thus highly essential in order to record 
spectacular economic growth in region in 2022.

Data released by the Budget Office on Nigeria’s 2021 revenue performance showed that 
non-oil revenue exceeded oil revenue by about 32.6%. This was plausible because of the 
contribution of the service sector such as the creative industry. Given this potential therefore, 
the Region could invest in the creative industry in 2022 as a strategy for improving the socio-
economic development. The employment potential of the sector could also be harnessed by 
creating a structure that allows the sector to generate employment and increased revenue 
for the government.

Diaspora remittance constitutes an important part of foreign portfolio investment inflow into 
the country. According to the data released by the Central Bank of Nigeria in 2021, diaspora 
remittances into Nigeria increased by 15.6% to $9.22 billion in H1 2021 compared to $7.98 billion 
recorded in the second half of 2020. It also represents a marginal 2.2% increase compared 
to $9.02 billion recorded in the corresponding period of 2020. The Region should harness the 
revenue potentials of diaspora remittance by identifying the preferred remittance channel 
(i.e., formal or informal channel) and leveraging on this to develop the region.

e-Commerce

Informal Economy

Creative Economy

Diaspora Remittances
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This Outlook has been issued and approved by the Development Agenda for Western 
Nigeria (DAWN) Commission and is based on information from various sources that we 
believe are largely reliable. However, no representation is made that it is accurate or 
complete. Whilst every care has been taken in preparing this document, no responsibility 
or liability is accepted by any member of the Commission for actions taken as a result of 
information provided in this publication. This document is for information purposes only. 
DAWN Commission accepts no liability whatsoever for any direct or consequential loss 
arising from any use of this Outlook or its contents. This Outlook is for private circulation 
only and may not be reproduced, distributed or published by any recipient for any purpose 
without prior express consent of DAWN Commission. 

Disclaimer
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