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IMPACT AND SURVIVAL

STRATEGIES FOR
NIGERIAN BUSINESSES

All enquiries should be forwarded to:
The Economic Intelligence Group

Access Bank Plc

14/15, Prince Alaba Abiodun,

Oniru Road, Victoria Island, Lagos, Nigeria
T:01-2712005-7,0700 300 0000 more than banking
E: economicintelligence@accessbankplc.com

Disclaimer: This report is our opinion on the Nigerian macroeconomic landscape and investment environment. Reliance upon information in this report is at the sole discretion of the recipient/reader.
Access Bank PLC does not warranty its completeness, timeliness or accuracy. Past performance is not a guarantee of future results. Any forecast contained herein is for illustrative purposes only and
is not to be relied upon as advice or interpreted as a recommendation. Always consult your financial advisor before making investment decisions.
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Macroeconomic Update (April 2020)

e Inresponse to the Coronavirus
outbreak which has been ravaging
the world, global fiscal and
monetary authorities have been
rolling out policies that would
minimize the impact and give
comfort to the populace and
Nigeriaisn't left out. .

¢ The Central Bank of Nigeria
extended the moratorium of
principal repayments for its

amongst others.

intervention funds by 1 year,

reduced the interest rate on
intervention funds to 5% from 9%,
created a N50 billion for household

and SMEs, opened intervention .
facilities for the healthcare industry

The CBN also adjusted the official
exchange rate from N307/$ to
N360/$ as it seeks exchange rate
uniformity. This is expected to

increase investors' confidence and
unfreeze investment flows as
there is better clarity around the
exchange rate policy.

The Nigerian budget was slashed
by N1.5 trillion to align with
dwindling oil prices and pump price
was also reduced to N125/L from
N145/L
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e InApril 2020, bonny light oil price crashed to
$25/b up from $71.31/brecorded as at the
beginning of the year. This reflects a 64.94%
decline within 1 month.

» Thedeclineislargely attributed to the
economic impact of COVID-19 and the
Saudi Arabia — Russia discord.

* Mostavailable data showed that oil
production declined to 2.05 million barrel per
day (mbpd) in October 2019 from 2.07mbpd
in September 2019 while oil export fell by
0.02mbpd to 1.6mbpd in the same period.
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* Allparameters were retained at the March
2020 MPC meeting. The MPR was retained at
13.5% to prevent escalating inflation and
pressure on reserves and forex

¢ Prime Lending Rate (PLR) rose to 15.04% in
February from 14.97% in January whilst the
Maximum Lending Rate (MLR) declined to
30.63% in the same period.

* The 270-Day Treasury Bills rate descended
t0 2.73% in April from 5% in March 2020.
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» Inflation rate edged further for the 6th
consecutive month settlingat 12.26%in
March 2020, 0.06% higher than February
2020 figure.

» The sustainedrise in prices continues to be
driven by the impact of border closure and
food supply shortages amidst the
coronavirus outbreak.

» Foodindex grew by 14.98%, representing a
0.08% increase from February. Core inflation
rate added 0.3% in March 2020, reaching
9.43%.
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* The foreign exchange reserves continued

FX Rate $'bn to trend downwards tumbling to $33.5

55 billion as at April 2020 from an average of
$35.52 billion in March 2020.

45 e Thedecline sits on the back of weakened oil
price and FPI outflows amidst the

35 coronavirus outbreak.

¢ The NAFEXrate depreciated by 4.1% to
25 N387.67/% in March 2020. This stems from
A S S CBN's price adjustment.
SR @7" W

COVID-19 - Implications for Nigerian Businesses

Disruption of global supply chains:
Nigeria is an import-based economy
which relies on China and other
developed countries for merchandise
and raw materials for production. The
outbreak will inhibit businesses ability
to restock after sales.

* Substantial decline in bottom line:
Businesses which cannot generate
enough revenue due to reduced
sales, inability to restock or decline
in exports, to cover running
expenses will be faced with a
substantial drop in profit.

Inflationary pressures: Erodes the
purchasing power of customers
and reduces sales for businesses
Reduction in capital spending:
Capital spending which is
supposed to improve the ease of
doing business has been slashed
by 25% as the budget benchmark
for oil price was reduced to $30/b
from $57/b.

Hindrance to business expansion:
Businesses looking to expand or
buy new machineries would find
difficult given the slowdown in

projected revenue.

Inability to meet financial
obligations: Leveraged businesses
would find it difficult to repay loans
as at when due given the impact of
the virus on businesses

Potential decline in share prices:
For publicly owned businesses,
many investors would want to sell-
off equity investments creating a
knock down in value for these
businesses

Survival Strategies for Nigerian Businesses

* Increased crime rate: Businesses
unable to manage overhead costs
will cut costs by laying off
employees. The impact of such
actions may likely lead to a general
increase in social vices.

»  Observe proper hygiene for both
employees and customers to avoid
being a channel of the spread and
potential temporary shutdown of
the business. Proper hygiene can
be maintained via the
enforcement of hand washing and

use of sanitizers.

Search for alternative source of
imports.i.e. source for countries
that can provide the needed
import at the moment.

Nigerian importers are expected to
prioritize imports to reduce the
pressure on and likely scarcity of
the dollar.

Nigerian manufacturers and
vendors are also expected to
source for local raw materials and
goods to keep businesses a going

concern.
Businesses that have been insured
against interruptions can get pay-
out from their insurance company.
Leveraged businesses that can't
meet up repayment of loans
should engage their accounts
officers on how best to restructure
existing facilities.

Businesses should switch to online
shopping and alternative sources
of payment outside physical cash
to minimise physical interactions.
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smart

business,
smart solutions
with primus”

We hope that you and your loved ones are taking all the necessary precautions to stay safe
and healthy during this Coronavirus (COVID-19) pandemic.

Please remember that you can still carry out your business transactions effectively and
safely with PrimusPlus.

PrimusPlus is a fully integrated, secure web-based electronic platform designed to provide
your business with a comprehensive suite of banking solutions such as:

Local and Foreign Transfers

Intra & interbank transfers using NIP and NEFT.
Also make domestic and international
payments from a single solution

Card and Cheque Services

Request for cards and cheque-books.

The card types include: Fleet card, Payroll card,
and Multipurpose card, You can also load, block
and set limits on the card.

Payroll - Ml Transaction Viewing/ Reporting
Execute various payroll activities, such as, "'" Single view of all accounts, statements and
Salary/Wages, Deductions, Commissions,

transaction history within the bank on the
Allowances, Contributions, Configurable tax platform
and pension rules

Customs Duty - POS Report :
Initiate duty payments to Nigerian Customs < 3 Ability to view POS transactions.
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Service for both import and export products

Give your business the right boost with PrimusPlus solutions.

For more information Services tailored just for you, to meet

T01-2712005-7 your style, taste and comfort
E contactcenter@accessbankplc.com

W www.accessbankplc.com Access Bank will never ask for your complete
card number, PIN or One-Time Password.

o o @ @ If you lose your phone, please call us immediately.
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