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Market Analysis and Outlook: December 18— December 25, 2020

In the US, the Federal Reserve kept the target range for its

federal funds rate unchanged at 0-0.25% during its

December meeting. The Fed will continue to increase its

holdings of Treasury securities by at least $80 billion per

month and of agency mortgage-backed securities by at least

$40 billion per month until substantial further progress has

been made toward employment and inflation. Regarding new

economic projections, the Fed sees the US economy

shrinking less in 2020 (-2.4% vs -3.7% seen in September)

Indicators Current Figures Comments

GDP Growth (%) -3.62 Q3 2020 — higher by 2.48% compared to —6.1% in Q2 2020

Broad Money Supply (N trillion) 36.08 Increased by 0.32% in October’ 2020 from N35.97 trillion in September’ 2020
Credit to Private Sector (N’ trillion) 29.06 Decreased by 2.26% in October’ 2020 from N29.73 trillion in September’ 2020
Currency in Circulation (N’ trillion) 2.45 Increased by 2.95% in October’ 2020 from N2.43 trillion in September’ 2020
Inflation rate (%) (y-o-y) 14.89  Increased to 14.89% in November 2020 from 14.23% in October 2020
Monetary Policy Rate (%) 15 Adjusted to 11.5% in September 2020 from 12.5%

Interest Rate (Asymmetrical Corridor) 445 (+1/.7)  Lending rate changed to 12.5% & Deposit rate 4.5%

External Reserves (US$ million) 34.83 December 17, 2020 figure — a decrease of 1.43% from December start
Oil Price (US$/Barrel) 51.49 December 18, 2020 figure— an increase of 1.76% from the prior week
Oil Production mbpd (OPEC) 1.48 November 2020, figure — a decrease of 0.68% from October 2020 figure
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expect market to remain bullish following the President's

order oftheimmediate reopening ofland borders with Benin,
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Niger, and Cameroon, more than a year after closing its land

frontiers to crack down onsmuggling.

The debt market was illiquid at the close of last week despite
the inflow of FAAC. Industry wide Cash Reserve Ratio (CRR)
and Retail Secondary Market Intervention Sales (SMIS)
outflows wiped out system liquidity. These outflows led to a
decline in short-term lender's charge such as the Open Buy
Back (OBB) and Over Night (ON) to 4.5% and 4.5% from 0.5%
and 0.88%, respectively. The 30- and 90-day Nigerian
Interbank Offered Rate (NIBOR) settled at 0.73% and 0.82%
from 0.79% and 0.83%, respectively. This week, we expect
rates to remain in single digit barring any significant funding

activity.

The naira depreciated across most markets last week as
importers demand for forex heightened due to the festive
period. The Nigerian Autonomous Foreign Exchange Rate
(NAFEX) and parallelmarket rate depreciated while the official
rateremainedunchanged week-on-week. The NAFEX settled
at N391.74/US$ from N391.53/US$. The parallel rate
depreciated to N477/US$ from N475/US$, while the official
rate remained flat at N379/US$. We expect rates across the
different market segments to meander around similar levels

thisweek.

The bond market was majorly bearish last week as market
players continued to trade cautiously, given the uncertainty in
the market. Consequently, average yields on the 5-, 10-, 15-,
20-, and 25- year papers climbed to 1.39%, 4.29%, 7.18%,
6.5%, and 7.47% from 0.97%, 3.65%, 6.15%, 5.56%, and
6.88% accordingly. The Access Bank Nigerian Government
Bond Index declined to 4,910.65 points from 5,035.80 points,
125.15 pointslower. This week, we expect the market to trade
with mixed sentiments opening the new week as investors
remain cautious in taking investment decisions as the year

drawstoaclose.

The price of crude oil traded above $51 per barrel for the week
ended December 18,2020, alevel not seen since March 2020
assigns of progressin US stimulus talks and post-Brexit trade
deal negotiations, alongside the rollout of COVID-19
vaccines raised hopes of a quicker recovery in fuel demand.
Bonnylight, Nigeria's benchmark cruderose 1.76%to close at
$51.49 perbarrel. Inthe same vein, precious metal pricesrose
due to prospects of additional stimulus in the US buoyed
bullion's appeal as an inflation hedge. US policymakers are
nearing a deal on around $900 billion coronavirus-aid, that
would include a second round of direct payments to
Americans struggling amid the pandemic. Consequently,
gold prices increased by 2.05% or $37.84 to finish at
$1,883.51 per ounce from $1,845.67 per ounce. Silver settled
at $24.09 per ounce, a 7.31% jump from previous week price.
This week, oil prices are expected to remain bullish as data
from Energy Information Administration's (E/A) show alarger-
than-expected draw in US crude inventories. Bullions are
expected find support on dovish US Federal Reserve and a

weaker dollar.
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