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N159.3tn: Nigeria’s Rising Debt Masks Deeper Strain from Costly Servicing and Weak Revenue Base.....

Nigeria’s total public debt rose to #159.28 trillion (about
$110.98 billion) as of December 31, 2025, reflecting a 10.10%
increase from §144.67 trillion at the end of 2024. While this
growth appears measured, it continues a steady upward trend
in the country’s borrowing profile. Also, Nigeria’s total public
debt stock increased by 4% quarter-on-quarter from N153.3
trillion as at end-September 2025.

It is also important to note that this figure does not fully capture
all obligations, as quasi-fiscal liabilities such as AMCON debts,
power sector obligations, and contractor arrears remain outside
the official debt stock, suggesting that the broader fiscal
exposure is higher than reported.

A closer look at the composition shows a near-even split
between domestic and external debt. Domestic debt stood at
§84.85 trillion (53.27%), largely driven by Federal Government
borrowings through instruments like bonds and treasury bills.
This form of borrowing is relatively easier to access but comes
at a cost, especially in a high-interest rate environment.

External debt, which stood at #74.43 trillion (46.73%), is made
up of multilateral, bilateral, and commercial loans. While
concessional multilateral loans from institutions like the World
Bank and African Development Bank provide some relief due to
lower interest rates, commercial borrowings such as Eurobonds
carry higher costs and expose the country to global market
conditions.
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In addition, exchange rate movements continue to inflate the
naira value of external debt, increasing repayment pressures.
Although Nigeria’s debt-to-GDP ratio is estimated at about 30.8%,
which is below the 60% benchmark set in the Medium-Term Debt
Strategy, this metric alone does not fully reflect the country’s debt
sustainability.

The more pressing issue lies in the cost of servicing the debt
relative to government revenue. In 2025, domestic debt servicing
reached about §8.61 trillion, largely due to high interest rates and
the need to frequently refinance short-term borrowings at
elevated yields.

Federal Government bonds accounted for the bulk of this cost at
#§5.49 trillion, followed by treasury bills at #2.55 trillion. Other
instruments such as Sukuk bonds, promissory notes, savings
bonds, and green bonds contributed smaller portions. On the
external side, debt servicing was estimated at $5.15 billion,
further adding pressure to public finances.

This rising cost of debt servicing highlights a key vulnerability. The
2026 budget projects total revenue of &#36.9 trillion against debt
service obligations of #15.8 trillion, implying a debt service-to-
revenue ratio of about 42.9%.

Although this is an improvement from the estimated 65% in 2025,
it still indicates that a significant portion of government earnings
is being used to service debt, leaving limited room for capital
expenditure and social investments. In simple terms, a large share
of what the government earns is already committed before new
spending decisions are made.
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Disclaimer

This report is produced by the Research Desk of Cowry Asset Management Limited (COWRY) as a guideline for Clients that intend to invest in securities on the basis of their
own investment decision without relying completely on the information contained herein. The opinion contained herein is for information purposes only and does not
constitute any offer or solicitation to enter into any trading transaction. While care has been taken in preparing this document, no responsibility or liability whatsoever is

accepted by any member of COWRY for errors, omission of facts, and any direct or consequential loss arising from the use of this report or its contents.
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