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Macroeconomic Update
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* The Monetary Policy rate (MPR) was cut to 11.5% in
September2020from 12.5% in August 2020.

° The asymmetric corridor around the MPR was also
adjustedto+100and-700.

» This decision was informed by the impact of the Covid-
19 pandemic on the economy and need to stimulate
cheaperlendingtobusinesses.

* The 270-Day Treasury Bills (T-Bills) rate maintained its
downward trend, dropping further to 1.96% in
Septemberfrom 2.28%in August.
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* Bonnylightoil price declinedby 4.6%in September 2020
falling to $42.29 per barrel from $44.33 posted in the
previous month.

* Qil production dropped to 1.48 million barrel per day
(mbpd) in August 2020 from 1.49mbpd in the previous
month.

» Dependence on the oil sector will leave the nation's
treasury account vulnerable to swings in commodity
prices,and progressindevelopingalternative sources of
revenueislikely toremain slow.

* Lower government spending impacts negatively on
businessoperations.
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* Inflation rose to 13.22% in August 2020, the highest in
29 months.

 This came on the back of continued border closures,
impact of Naira depreciation and the lingering effects of
coronavirus-induced supply disruptions

* Year-on-Year pricesrose mostly forfooditemsreaching
16% relative to 15.48% in July with core inflation also
rising to 10.52% from 10.1% recorded in the previous
month.
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* External reserves currently sits at ¢.$35.7bn as at 30th
of September 2020, whichis $2.8bn lower than the start
of the year as demand for the forex, aswellas
capital flight continuetopressurethereserves.

° The Naira appreciated in September 2020 as &N/$
settled at N385.8/$ from N386.69/$ in the previous
month at the NAFEX window, reflecting a #&0.89
decrease.

* The external reserves while lower than figures seen in
2019 cancover more than 3 monthsimportcover.
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Directive on Form M Issuance

"As part of continued efforts of the CBN to ensure prudent use of the foreign exchange resources and eliminate
incidences of over-invoicing, transfer pricing, double handling charges and avoidable costs that are ultimately passed to
the average Nigerian consumers, authorized dealers are hereby directed to desist from from opening Form ‘M" whose
paymentareroutedthroughabuyingcompany, agent orany other third parties”.

Key View

The Central Bank of Nigeria (CBN) in a circular "Destination Payment for All Forms M, Letters of Credit and
other Forms of Payment" released on August 24", 2020 wants to mollify one of the potential sources of forex
leakages by limiting forex transactions to occur between local Nigerian businesses and their respective
Ultimate Product Supplier (UPS), without any third-party involvement that is eliminating the services of
Buying Companies (BC) or agents. This new directive has raised concerns in the manufacturing and trading
industries as they perceiveit to be harmfulto theirbusinesses, as their supply chains would be disrupted.

Further Insights on the Form M Directive

+  Oneofthemainaimsofthe currentfiscaladministrationis toimprove the ease of doing businessin Nigeria.

+  Whilethe CBN'sobjective of limiting forexleakage to the barest minimumis key to abetter Nigerian macroeconomic
environment, the newdirective onForm Missuance posesathreat to the operations of many domestic businesses.

+ Some analysts view this directive as replacing the global supply chain disruption, caused by the COVID-19
pandemic, withadomestic supply chaindisruption.

+  Analysts at Andersen Tax believe that the way forward is TRANSFER PRICING. This provides the CBN an assurance
thatno over-invoicing or mispricinghas occurred.

+  TheFormMdirective should be given an all-inclusive review, so that an agreement on the mutual benefit to the CBN
and domestic businesses can be reached. Also inter-governmental agencies should come together to discuss a
unified approachtoimprovingthe ease of doingbusinessinNigeria.

The Commercial Argument
for Buying Companies (BC) or Agents

Minimum Order Quantity (MOQ) Requirement

Most manufacturing and distribution businesses are unable to meet the UPS MOQ. Hence a
Buying Company gathers orders from different businesses, to make up the MOQ and then
reachouttothe UPS.

Country Risk

Some UPS may not want to transact directly with Nigerian businesses due to limited
knowledge of the market. Thus, foreign Buying Companies purchase these products and
reselltothe Nigerianbusinesses.

Volume Discount Benefit

Due to the large quantity usually ordered, the UPS gives the Buying Company a significant
volume discount whichis passed to the various businesses that have given their orders to the
BuyingCompany
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Operational Efficiencies

Many Multinational Enterprises (MNEs) have a Buying Company which acts as anintermediary
to different entities globally. This reduces cost and waste for the MNEs and increases taxable
profits.

Working Capital Requirement

Buying Companies are able to source for funds at cheaperrates. Thisis used to settle the UPS
which sometimes requests for advance payment or have shorter credit terms than those
extendedby the Buying Companiesto thelocalbusinesses.

Industry Peculiarities

In the case of the Nigerian Oil and Gas Downstream sector, the Trading Companies are
effectively the UPS and not the refineries as these local distributors cannot buy directly from
therefineries which are the originalmanufacturers.

We advise customers to speak with their Relationship Managers for clarity on the implications of
evolving FX policies on their businesses. Access Bank will continue to work out modalities to
ensure minimal disruptions to the business of her customers.
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Important Update

on Cheque Books
and NEFT Transfers

Please note the following important information regarding your cheque
books and NEFT transfers.

Cheque Books:

+ The Central Bank of Nigeria (CBN) in September 2019, introduced a
new cheque book design across all banks. To this end, old cheque
leaves will be phased out and no longer honoured on presentation,
effective December 31, 2020.

+  We encourage you to request the new cheque book on or before
October 31, 2020 through any of the following channels:

™

AccessMore app Your Account Officer Any Access Bank branch

We would also like to remind you that all cheques with bank code "063" are
no longer valid for clearing and will not be honoured on presentation for
payment.

Sort Codes for NEFT Transactions:
When sharing bank details for payments, the 06315000 sort code still
applies for NEFT transactions only for former Diamond Bank account.

More Information: Services tailored just for you, to meet
01-271-2005-7 your style, taste and comfort
contactcontarf@eaccasshankple.com

www.accessbankpicoom: Access Bank will never ask for your complete
card number, PIN ar One-Time Password,

ﬂﬁ G‘& If you lose yaur phone, plesse call us immediately.
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A Debit Card
just for your Business

Easily separate your business
and personal expenses.

Access Supplementary
Increased daily todiscountson Cardscanbe
spend limits select Business issued on the
websites account
Manage your cash flow with the
Access Business Debit card
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Visit your branch to get
your Access Business Debit Card

Banking with Access: Branch | ATM | enline | mobile | contact centre Moreinformation:
I ils, A Bank will kf i rd (et e
@ nour emalls, Access Banl never ask for your complete ca 01-271-2005-7

number, PIN or One-Time password. If you lose your phone,
please let us know. Links within our mails will only take you to
information pages on our website. f vy@ in @

accessbankplc.com
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