
 

Nigerian 
Economy & 
Financial 
Market 

(Review & 
Outlook) 

                                                                                                                                                                                                                       

Q2, 
2009 

Disclaimer Policy                                                                            
This publication is produced by FSDH Securities Limited 

(FSDH Sec) a subsidiary of First Securities Discount House 
Limited (FSDH) solely for the information of users who are 
expected to make their own investment decisions without 
undue reliance on any information or opinions contained 

herein. The opinions contained in the report should not be 
interpreted as an offer to sell, or a solicitation of any offer to 
buy any investment. FSDH Sec may invest substantially in 
securities of companies using information contained herein 
and may also perform or seek to perform investment services 
for companies mentioned herein. Whilst every care has been 

taken in preparing this document, no responsibility or 
liability is accepted by any member of the FSDH for actions 
taken as a result of Information provided in this publication. 

Charting 
Ways for 

Certainties 



 

Contents  

Executive Summary 3 

Key Economic, Financial and Social Indicators       6 

1.0      Economic Highlights 7 

 1.1 World Economic Growth 7 

 1.2 Gross Domestic Product (GDP) 8 

 1.3 Crude Oil Price 10 

 1.4 External Reserves 11 

 1.5 Inflation Rate  11 

2.0      Financial Market  

 2.1 Bond Market 12 

 2.2 The Equities Market 13 

 2.3 Return Analysis 19 

 2.4 Money Market  19 

 2.5 Foreign Exchange Market 22 

3.0  Outlook for Q2, 2009                        

 3.1 The Nigerian Economy 24 

 3.2 Fixed Income Securities 25 

 3.3 Equities Market 25 

 3.4 Recommended Stocks 26 

4.0  50 Most Capitalized Stocks as at 31 March, 2009 27 

5.0  Top Performers in  Q1, 2009 28 

6.0  Return on New Listings in  Q1, 2009 28 

7.0  50 Top Losers in Q1, 2009 29 

 



 

EXECUTIVE SUMMARY  

World Economic Growth 

The Monthly Oil Market Report of the Organization of the Petroleum Exporting 
Countries (OPEC), April 2009 edition indicates that the world economic growth 
forecast for 2009 has been revised down by 0.6% to show a contraction of 
0.8%. The report says that despite some positive signals in the US and new aid 
packages in Japan and Germany, the world economy continued to contract. 
Downward revision was also made to all world regions except China and India, 
but primarily in the major Organization for Economic Co-operation and 
Development (OECD) economies. The OECD is now expected to decline by 
3.1% in 2009, following a downward revision of 0.6%.  

GDP 

Provisional figure from the Central Bank of Nigeria (CBN) quoting the National 

Bureau of Statistics (NBS), estimated the aggregate output growth in the first 

quarter of 2009 at 6.32% compared with the 5.78% in the corresponding period 

in 2008. The NBSôs estimate of real output growth in 2009 is 5.75%. Meanwhile, 

FSDH Research had earlier released a forecast GDP growth rate of between 

4% and 5% for 2009 if the current economic management team can put in place 

strong economic framework that can support the Agriculture and the 

Manufacturing sectors especially in the areas of improving infrastructure and 

access to cheap funds.  

Crude Oil Price 

Available data from the Organization of the Petroleum Exporting Countries 
(OPEC) indicated that Nigerian economy recorded a drop in oil revenue as the 
price of oil traded below the Federal Government of Nigeria (FGN) benchmark 
of US$45/b for greater part of the quarter. The OPEC Reference Basket Price 
(ORB) closed Q1, 2009 at US$46.65/b as against US$98.63/b in the 
corresponding period in Q1, 2008. The average price for Q1, 2009 was 
US$42.97/b as against US$92.59/b in the corresponding period in 2008. The 
minimum and maximum prices are US$38.14/b and US$50.77/b as against 
US$83.84/b and US$102.88/b in 2008 respectively.  

External Reserves 

Available data from the January, 2009 Economic Report of the CBN put 
Nigeriaôs external reserves figure at US$50.05bn as at the end of January, 
2009, representing a decline of 6% and 8% from the levels of US$53bn and 
US$54.22bn recorded in the preceding month and corresponding month of 
2008. The report did not comment on the number of months of imports the 
external reserves could accommodate.  

Inflation Rate 

The latest Consumer Price Index (CPI) for the month of February 2009, 
released by the National Bureau of Statistics (NBS), showed that inflation rate 
in Nigeria inched up to 14.58% from 14.03% recorded in the month of January, 
2009. According to NBS, the Composite Consumer Price Index (CCPI) stood at 
195.1points in the month of February, 2009 representing a marginal increase 
of 0.8% over 193.6points observed in January, 2009. The increase in the index 
was caused mainly by the increase in the prices of some staple food  

 

 

 

items, health and miscellaneous services. The percentage change in the 
average CPI for the twelve-month period ended February, 2009 over the 
average of the CPI for the previous twelve-month period was 12.6%. 

FGN Bonds  
As at the end of Q1, 2009, the DMO, on behalf of the Federal Government of 

Nigeria (FGN), offered a total of N150bn worth of FGN Bonds, the same 

amount offered in the corresponding period of 2008. The total subscription in 

Q1, 2009 was N277.51bn, up by 14.13% from N243.15bn subscribed in Q1, 

2008. The subscription level in Q1, 2009 at 185.01% was 22.91% higher than 

the subscription level of 162.10% recorded in Q1, 2008. The total amount of 

FGN Bond sold and allotted in Q1, 2009 was N150bn the same amount sold in 

Q1, 2008. The DMO offered 3-year, 5-year and 20-year FGN Bonds during the 

period under review as against 3-year and the 5-year FGN bonds offered in Q1, 

2008. It is good to note that the 20-year bonds auctions received huge 

subscription level during the period with an average subscription level of 

337.20%. All the Bonds issued in Q1, 2009 were re-opening except the 3-year 

bond issued in the month of January. The coupon rate on 3-year FGN Bonds 

issued in Q1, 2009 was 9.92% while the highest coupon rate in Q1, 2008 was 

9.60%. The 5-year FGN Bonds issued in Q1, 2009 also received higher coupon 

rate than the 5-year bonds issued in Q1, 2008. The coupon rate on 5-year FGN 

Bonds issued in Q1, 2009 was 10.5%. This rate was higher than the highest 

coupon rate of 10.30% on the 5-year FGN Bond issued in Q1, 2008. 

Equities Market 

The bearish trend continued its dominance in the market in Q1, 2009 as the 

NSE-ASI lost by 36.88% (a loss of 47.89%in US$) to close the Q1 at 

19,851.89 while the market capitalisation shed 35.56% (a loss of 46.57% in 

US$) to close at N4.48trn (US$30.76bn). Meanwhile, in the corresponding 

period in 2008, the NSE ASI recorded a gain of 8.67% to close at 

63,016.56pints while the market capitalisation recorded a gain of 19.11% to 

close at N12.13trn. Looking at the monthly performance, the index recorded an 

appreciation of 7.17% (a gain of 5.95% in US$) in February, but losses of 

30.64% (a loss of 40.43% in US$) and 15.08% (a loss of 14.98% in US$) in 

January and March respectively. In terms of trading activities, total shares of 

19.16bn (67.06bn in Q1, 2008) worth N108.17bn (N967.81 in Q1 2008) were 

traded in 419,539 deals (1,179,741 in Q1, 2008) during the quarter. 

Money Market 

The money market ended the quarter on a tight note. Consequently, rates 

leaped in response to the tightness. The current global economic and financial 

crises continue to contribute to the liquidity tightness witnessed in the quarter 

under review. Investors have continued to trade return for safety thus leading to 

high subscription level on government securities in spite of the low yields. This 

further worsened the tightness in the money market. In response to the 

tightness in the money market, the MPCôs meeting of April 09, 2009 embarked 
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on a number of expansionary monetary policy measures to inject funds into the 
system ï the first major expansionary policy measure of the regulatory authority 

in 2009. The committee slashed the Monetary Policy Rate (MPR) by 175basis 

points from 9.75% to 8%.  

Available data from the Money Market Association of Nigeria (MMAN) indicates 

that the average Prime Lending rate to the economy stood at 18% by the end of 

Q1, 2009, up from 16.01% at end December 2008. The Average interest rate 

on savings account stood at 3.46% in Q1, 2009, marginally up from 3.03% as at 

end-December 2008. The average interest rate on Term Deposit (12 months) 

stood at 10.88% in Q1, 2009, marginally down from 11.24% in 2008. 

A cursory look at the inter-bank rates shows that, 7-day Nigerian Inter-Bank 

Offered Rate (NIBOR) for Q1, 2009, closed higher at 16.33% from 14.79% as 

at the end of 2008. A review of the 90-day NIBOR indicated that it closed Q1, 

2009 at 19% from 16.71% as at the end of 2008.  

At the primary market auctions for the government securities, CBN offered 

N70bn worth of 364-day NTB in Q1, 2009, higher by 27.27% from N55bn 

offered in Q1, 2008. A total of N95bn worth of 182-day NTB was offered, down 

by 78.04% over N432.64bn offered in Q1, 2008. At the 91-day NTB auctions, a 

total of N75.22bn was offered which represents an increase of 15.43% from 

N65.16bn on offer in Q1, 2008. 

Foreign Exchange Market 

The analysis of the transactions in the official foreign exchange segment of the 
market in Q1, 2009 showed that the CBN offered a total of US$5,900mn 
through the Retail Dutch Auction System (RDAS) which replaced the Wholesale 
Dutch Auction System (WDAS) on January 19, 2009. The offer represents an 
increase of 257.58% over the US$1,650mn offered in Q4, 2008, and an 
increase of 793.94% over the US$660mn offered in Q1, 2008. The CBN sold a 
total of US$5,809mn in Q1, 2009, an increase of 10.57% over the 
US$5,253.52mn sold in Q4, 2008, and an increase of 1,032.15% over the 
US$513.09mn offered in Q1, 2008. 

The value of the Nigerian Naira depreciated in the parallel and official markets 

against the US Dollar in Q1, 2009, while the inter-bank market remained shut 

as at the end of the quarter. The value of the Naira against the US$ depreciated 

by 23.37% and 11.01% in the parallel and official markets respectively. 

However, in Q1, 2008 the value of Naira appreciated in all the three segments 

of the markets by 0.67%, 0.42% and 0.06% in the inter-bank, parallel and 

official markets respectively. In the parallel market, the value of Naira 

depreciated by 23.37% to close at N170/US$1, while in the  official market, 

Naira depreciated by 11.01% to close at N145.70/US$1.   

Outlook for Q2, 2009 

The Nigerian Economy 

As noted in our earlier report, the current global economic and financial crises 
have serious implications for the performance of the Nigerian economy in 2009. 
But it is interesting to observe that the nationôs economic managers seem to be 
implementing policies that can lay a solid foundation for the economy in the 
medium to long run especially in the area of agriculture and broadening the 
revenue base of the country. However, we note that the country appears not to 

be making real progress in the area of power generation which is fundamental 
to sustainable growth and development of the nation.  
 We maintain that we project a huge drop in the federally collectible revenue 
in 2009, leading to a drop in the amount of money to be shared through the 
Federation Accounts Allocation Committee (FAAC). 

 We maintain our inflation forecast for the year in the range of 12.5%-14.5%, 

year-on ïyear.  

 We believe the proposed deregulation of the down stream sector of the oil 

and gas industry in Nigeria is a good idea as should be supported. FSDH 

Research is confident that it will bring about a lower pricing regime for the 

petroleum products in the country. 

 Bankersô Committee decided to peg the maximum deposit and lending rates 

at 15% and 22% respectively with effect from April 1, 2009 until end of 2009. 

Although this is expected to have salutary effects on the real economy, we 

have our doubts whether this can be adhered to strictly as other 

determinants of high cost of running businesses in Nigeria such as power, 

have not been addressed. 

 We reiterate our earlier suggestion that the CBN needs to inject money into 

the banking industry by way of buying special purpose 5-year corporate 

bond from banks. 

 We hold that there is a limit to which the CBN can manage the foreign 

exchange rates in the face of increasing demand and dwindling supply. The 

determination of the CBN to maintain a band of +/-3% on the official 

exchange rate may be relaxed if the economy does not improve to generate 

adequate foreign exchange. 

 We believe that urgent fiscal and monetary policies targeted at this important 

sector of the Nigerian economy will go a long way to make Nigeria achieve a 

sustainable growth. 

 Learning from the experience of other countries of the world, we still believe 

that a veritable financial institution that the CBN can use to increase access 

to credit among the small and medium scale industry in Nigeria is the Micro 

Finance Banks. 

 We maintain our GDP growth rate of between 4% and 5% in 2009 if the 

current economic management team can put in place strong economic 

framework that can support the Agriculture and the Manufacturing sector 

especially in the areas of improving infrastructure and access to cheap 

funds. 

Fixed Income Securities 

 As expected, the CBN has reduced MPR from 9.75% to 8%. 

 We are of the opinion that the CBN will maintain the MPR at 8% throughout 

Q2, 2009. 

 We still believe that the large fiscal deficits that the Federal Government and 

most of the state governments will run in 2009 will exert upward pressure on 

money market rates, notwithstanding the interest rate peg agreed by the 

Bankersô Committee.  

 We are of the opinion that the DMO will increase Bond issuance in Q2, 2009. 

We also expect re-opening of most of the existing bonds. We expect that the 

marginal rates that will be applied on bond in Q2 will be lower than the rates 

in Q1, 2009. 

 We expect slight volatility in bond prices and yields in Q2, 2009. 
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 We expect the CBN to continue with the use of the expanded discount 

window to inject more liquidity in the financial market as bank of last resort. 

 We expect volatility in inter-bank rates in Q2, 2009 to moderate especially on 

account of the agreement regarding the pegged interest rates.  

 Equities Markets 

 We expect to see a low level of volatility in the equities market in Q2, 2009. 

We are of the opinion that the valuation of stocks quoted on the Nigerian 

Stock Exchange (NSE) appears attractive both in absolute and relative 

terms. Most stocks that have good fundamentals are currently trading close 

to their support level.  

 Meanwhile, coordinated fiscal and monetary policies directed at improving 

the financial and economic health of the nation will set the tone for a real 

recovery in the equities market. 

 We expect corporate earnings of companies quoted on the floor of the NSE 

to decline in 2009, as a result of high cost of funds, exchange rate losses, 

and increase provision for non-performing assets; especially for financial 

institutions. However, this situation may be ameliorated as a result of the 

efforts of the CBN to lower interest rate & inflation expectation. 

 In a period like this; full of uncertainties, we strongly advise investors in the 

capital market to invest only in stocks of companies with sound 

management and good products that can generate and sustain good 

cashflows.  



 

6 
 

Sources: NBS, CBN, NSE, NPC, DMO, MMAN, Budget Office, National Population Commission, FSDH Research Estimate; ^ March, 2008, 1 December 2008 Figure; * Budget 2008 Reviewed, ** January 2009; 

*** February 2009;**** April 2009. 

   

 

KEY INDICATORS 
Q1, 2009 2008 2007 2006 2005 

GDP (Nõtrn) (at 1990 Constant Price) 25.93 24.39 22.91 18.56 14.57 

Real GDP Growth Rate (%) 
6.32 6.41 6.45 5.63 6.51 

Oil Sector GDP Growth Rate (%) 
(4.5)1 (4.5) (5.1) (4.51) 0.50 

Non-Oil Sector GDP Growth Rate (%) 
9.51 9.5 9.8 8.59 8.6 

Inflation Rate (Year-on-Year) % 14.60*** 15.1 6.6 8.50 11.60 

Inflation Rate (12 Months Average) % 
12.60*** 11.90 5.4 8.20 17.90 

External Debt Stock (US$õbn) 
3.721 3.72 3.397 3.54 21.22 

Interest Paid on External Debt (US$õ mn)  
76.601 76.60 66.00 122.11 193.70 

Domestic Debt Stock (Nõtri) 
2.321 2.32 2.17 1.75 1.53 

Interest Paid on Domestic Debt (Nõbn) 
306.20* 306.20* 185.37 166.84 150.45 

External Reserves (US$õbn) 
50.05** 52.82 52.00 45.01 28.29 

Credit to the Private Sector(Nõbn) 
10,656**** 7,400 4,600 2,490.38 1,950.38 

Net Domestic Credit(Nõbn) 
5,196.80** 5,391.8 2,212.67 753.81 2,313.39 

Total Population (mn) 
1491 149 144 140 134 

Unemployment Rate (%) 
11.80̂ 11.80 5.80 5.30 11.90 

 Banks Total Assets(Nõbn) 
15,922.50** 17,031 10,431 6,738 4,389.3 

Banks Non-Performing Loan (%) 
6.20 6.53e 8.44 8.76 18.12 

Total Banks Deposits (Nõ bn) 
5,4751 5,475 5,358 3,441 2,478 

Exchange Rate (N/US$1), RDAS 
145.70 131.25 116.80 127.00 131.60 

Appreciation (Depreciation), N/US$, (%) 
(11.01) (12.37) 8.03 1.57 2.90 

Exchange Rate (N/US$1), BDCs 
170.00 137.80 120.00 129.00 142.60 

Time Deposit (Over 12months) %  
10.88 11.78 9.47 8.28 8.68 

Prime Lending Rate (%) 
18.00 16.01 16.94 16.92 17.95 

Monetary Policy Rate  (MPR) (% ) 
8.00**** 9.75 9.50 10.00 13.00 

NSE All Share Index Growth Rate (%) NGN 
(36.88) (45.77) 74.73 37.80 1.01 

NSE All Share Index Growth Rate (%) US$ 
(47.89) (58.14) 82.76 39.35 3.91 

91-day T-Bill Rate (%) 
2.60 5.00 8.50 7.25 11.89 

182-day T-Bill Rate (%) 
3.00 5.20 8.75 9.99 14.50 

365-day T-Bill Rate (%) 
5.98 7.65 7.93 9.23 17.00 
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1.1 World Economic Growth 

The Monthly Oil Market Report of the Organization of the Petroleum Exporting Countries (OPEC), April 2009 edition 
indicates that the world economic growth forecast for 2009 has been revised down by 0.6% to show a contraction of 0.8%. 
The report says that despite some positive signals in the US and new aid packages in Japan and Germany, the world 
economy continued to contract. Downward revision was also made to all world regions except China and India, but 
primarily in the major Organisation for Economic Co-operation and Development (OECD) economies. The OECD is now 
expected to decline by 3.1% in 2009, following a downward revision of 0.6%.  
 

The January update of the World Economic Outlook (WEO) of the International Monetary Fund (IMF), released on January 

28, 2009, believes that economic recovery will not be possible until the financial sectorôs functionality is restored and credit 

markets are released. It believes that new policy initiatives are needed to produce credible loan loss recognition; sort 

financial companies according to their medium-term viability; and provide public support to viable institutions by injecting 

capital and carving out bad assets. Monetary and fiscal policies need to become even more supportive of aggregate 

demand and sustain this stance over the foreseeable future, while developing strategies to ensure long-term fiscal 

sustainability. Importantly, international cooperation will be critical in designing and implementing these policies. 

Revising down its earlier forecast for global economy in 2009, the IMF said growth is expected to fall to 0.5% when 

measured in terms of purchasing power parity. This represents a downward revision of about 1.75% from the November 

2008 WEO Update and a decline over the growth of 3.4% in 2008. However, it noted that with continued efforts to ease 

credit strains as well as expansionary fiscal and monetary policies, the global economy is projected to experience a 

gradual recovery in 2010, with growth picking up to 3%. It 

added that the outlook is highly uncertain, and the timing 

and pace of the recovery depend critically on strong policy 

actions. 

 

Meanwhile, the Group of Twenty (G-20) Finance Ministers 

and Central Bank Governors, in her London Summit on 

April 02, 2009, agreed to a $1.1trn package of measures 

to restore growth, jobs and rebuild confidence and trust in 

the global financial system. The G-20 said it would do 

whatever necessary to address the crisis in the following 

areas:  restore confidence, growth, and jobs, repair the 

financial system to restore lending, strengthen financial 

regulation to rebuild trust, fund & reform the international 

financial institutions to overcome this crisis and prevent 

future ones, promote global trade & investment and reject 

protectionism, strengthen wealth; and build a 

comprehensive, green, and sustainable recovery.   

 

The G-20 added that it is undertaking an unprecedented 

and concerted fiscal expansion, which will save or create 

millions of jobs that could have been destroyed. These 

jobs will generate economic activities that will amount to $5trn and raise output by 4% by the end of 2010. This is also 

expected to accelerate the transition to a green economy.  And that it is committed to deliver the scale of sustained fiscal 

effort necessary to restore growth. It also revealed that the groupôs central banks have pledged to maintain expansionary 

policies for as long as needed and to use the full range of monetary policy instruments, including unconventional 

The G-20 said it would do whatever necessary 

to address the crisis in the following areas:  

restore confidence, growth, and jobs, repair 

the financial system to restore lending, 

strengthen financial regulation to rebuild trust, 

fund & reform the international financial 

institutions to overcome this crisis and prevent 

future ones, promote global trade & 

investment and reject protectionism, to 

strengthen wealth, and build an 

comprehensive, green, and sustainable 

recovery. 
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instruments, consistent with price stability. In order to ease liquidity in the financial market, and restore domestic lending 

and international capital flows. The Group said it has provided significant 

and comprehensive support to the banking system to provide liquidity, 

recapitalise financial institutions, and address decisively the problem of 

impaired assets.    

 

Acknowledging the role that emerging markets and developing 

economies  play in promoting global growth and the threat the global 

crisis pose to them in the area of slow growth,  the Group plans to make 

available additional $850bn through the global financial institutions to 

support growth in emerging market and developing countries by helping 

to finance counter-cyclical spending, bank recapitalisation, infrastructure, 

trade finance, balance of payments support, debt rollover, and social 

support.  

FSDH Research believes that the commitment by the world leaders will help to allay fears and boost confidence in 

financial market investments and credit creation.   

 

1.2 Gross Domestic Product(GDP) 

Provisional figure from the Central Bank of Nigeria (CBN) quoting the National Bureau of Statistics (NBS), estimated the 
aggregate output growth in the first quarter of 2009 at 6.32% compared with the 5.78% in the corresponding period in 
2008. The NBSôs estimate of real output growth in 2009 is 5.75%. Meanwhile, FSDH Research had earlier released a 
forecast GDP growth rate of between 4% and 5% for 2009 if the current economic management team can put in place 
strong economic framework that can support the Agriculture and the Manufacturing sectors especially in the areas of 
improving infrastructure and access to cheap funds.   
  
 According to the National Bureau of Statistics (NBS), the structure of the Nigerian economy as at December 2008 

(provisional) in terms of sectoral contribution to the GDP are: Agriculture:42.07%; Manufacturing:4.13%;  

Telecomm/Postal Services:2.90%;  Oil & Gas:17.54%; Wholesale and Retail Trade:17.33% and Others:16.03%. 

In its April 08, 2009 meeting the Monetary Policy Committee (MPC) commended the earlier CBN Boardôs decision and Mr. 

Presidentôs approval in respect of the N200bn special 

agricultural fund for large scale agriculture in Nigeria. The 

MPC said the CBN will fully underwrite the cost of the fund, 

and ensure immediate implementation. According to it, this 

initiative will significantly reduce food price inflation, and 

assist the CBN in achieving its core mandate of price 

stability. Similarly, FSDH Research had emphasized that 

with appropriate policies, Nigeria can boost production in 

Agriculture to generate employment, earn revenue and 

conserve foreign exchange earnings ï becoming a net 

exporter rather than a net importer of food as the country is endowed with natural resources to enable her build 

competitive advantage in this sector.    

Currently, more than 95% of the countryôs foreign exchange earnings and about 85% of its revenue are derived from crude 

oil. In addition, the economy has a very high propensity for imported goods. The recent sharp drop in the price of oil in the 

international market as a result of weak demand from the industrialized nations and the weak non-oil export in Nigeria as a 

GDP Growth rate was estimated at 

6.32% in Q1, 2009. NBSôs estimate 

for 2009 is 5.75% while FSDH 

Researchôs estimate is between 4% 

and 5%. 

  

FSDH Research believes that the 

commitment by the world leaders will help 

to allay fears and boost confidence in 

financial market investments and credit 

creation. 
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result of infrastructure deficiency, are responsible for the recent depreciation and subsequent devaluation in the value of 

the countryôs currency. We believe the efforts of the current administration are geared towards the right direction to 

diversify the productive base of the economy so that the economy is less vulnerable to international oil price volatility.   

According to the Nigerian Export Promotion Council (NEPC), Nigeria can boost her economy and promote non-oil export in 

the following areas: manufacturing; processed foods, vegetables & spices; solid minerals; handicrafts; services; 

agricultural commodities; horticultural products and pharmaceuticals.  

FSDH Research believes that if adequate infrastructures are put in place, backed up with the right regulatory framework, 

other areas where Nigeria can generate foreign exchange include: entertainment and tourism. We note that if the epileptic 

power supply in the country can be resolved, Nigeria should be able to grow its GDP at an average of 12%.  
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1.3 Crude Oil Price 

Available data from the Organization of the Petroleum Exporting Countries (OPEC) indicated that Nigerian economy 

recorded a drop in oil revenue as the price of oil traded below the Federal Government of Nigeria (FGN) benchmark of 

US$45/b for greater part of the quarter. The OPEC Reference Basket Price (ORB) closed Q1, 2009 at US$46.65/b as 

against US$98.63/b in the corresponding period in 2008. The average price for Q1, 2009 was US$42.97/b as against 

US$92.59/b in the corresponding period in Q1, 2008. The minimum and maximum prices are US$38.14/b and US$50.77/b 

as against US$83.84/b and US$102.88/b in 2008 respectively. 

This analysis shows that the minimum price recorded in Q1, 

2008 is higher than the maximum price recorded in Q1, 2009. 

The global financial and economic meltdown which weakened 

demand for oil in the international market was responsible for 

the decline in the price of oil. The global oil market shows 

some signs of recovery in the month of March, 2009 as the 

average price increased to US$46.17/b from US$41.39/b in 

February, and US$41.57/b in January while the maximum 

price attained in March increased to US$50.77/b from 

US$43.85/b in February and US$46.27/b in January. The sign 

of recovery may be linked to the expectation of signs of 

gradual recovery in the global economy towards the end of the 

year 2009 as various institutions around the world are 

implementing policies to encourage recovery of economic 

activities.   

The Monthly Oil Market Report of the Organization of the Petroleum Exporting Countries (OPEC), April 2009 edition 

estimates the world oil demand in 2009 to 84.2mb/d representing a decline of 1.64% below the 85.6mb/d in 2008. The 

Non-OPEC supply is estimated at 55.4mb/d representing a growth of 1.28% over 54.7mb/d in 2008 while the supply 

balance representing the total supply expected from OPEC Members is estimated at 28.7mb/d, a decline of 6.82% below 

30.8mb/d recorded in 2008. 

 

The global oil market shows 

some signs of recovery in the 

month of March, 2009 as the 

average price increased to 

US$46.17/b from US$41.39/b in 

February, and US$41.57/b in 

January. 
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  1.4 External Reserves   

Available data from the January, 2009 Economic Report of the CBN put Nigeriaôs external reserves figure at US$50.05bn 

as at the end of January, 2009, representing a decline of 6% and 8% from the levels of US$53bn and US$54.22bn 

recorded in the preceding month and corresponding month of 2008.  The report did not comment on the number of months 

of imports the external reserves could accommodate. The gross external reserves stood at US$59.16bn in the second 

quarter of 2008, compared with US$59.76bn in the preceding quarter. The drop in the commodity prices especially oil was 

responsible for the sharp drop in the external reserves.       

  

 

1.5 Inflation Rate 

The latest Consumer Price Index (CPI) for the month of 

February 2009, released by the National Bureau of Statistics 

(NBS), showed that inflation rate in Nigeria inched up to 14.58% 

from 14.03% recorded in the month of January, 2009. According 

to NBS, the Composite Consumer Price Index (CCPI) stood at 

195.1points in the month of February, 2009 representing a 

marginal increase of 0.8% over 193.6points observed in 

January, 2009. The increase in the index was caused mainly by 

the increase in the prices of some staple food items, health and 

miscellaneous services. The percentage change in the average 

CPI for the twelve-month period ended February, 2009 over the 

average of the CPI for the previous twelve-month period was 

12.6%. This was slightly higher than what was recorded by 

making similar comparison in January 2009. Meanwhile, the 

core inflation (that is all items less food) stood at 7.18% year-on-

year(y-o-y); representing 83basis points decrease from 8.01% 

recorded in January 2009. 

 The CBN staff estimates 

indicate that inflation can 

decelerate to single digit by 

mid-2009, in response to 

subdued aggregate demand, 

lower impact of inflation and 

near completion of pass-

through effect of the 

depreciation of the Naira.  
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At 194.6 points, the Composite Food Index rose by 0.88% in February, 2009 compared with 192.9 points in the month of 
January, 2009. The rise in the index was caused by 
increase in the prices of staple foods like maize, yam, 
guinea corn, millet, meat, fruit and vegetables. The level 
of the composite index was higher than the corresponding 
level a year ago by 20%. The average annual rate of rise of 
the index was 17.5% for the twelve month period ending 
February, 2009. Looking at the corresponding period in 
2008, the y-o-y inflation rate stood at 8.0%, 12-month 
average stood at 5.5% while core inflation stood at 6.4%. 
Nonetheless, CBN staff estimates indicate that inflation 
could decelerate to single digit by mid-2009, in response to 
subdued aggregate demand, lower impact of imported 
inflation and the near-completion of the pass through effect 
of the depreciation of the Naira. 
 

FSDH Research believes that the double digit inflation rate in Nigeria is as a result of demand and supply imbalance in the 

system caused by infrastructure and other supply blockages in the country ï not too much of money in the economy.  

2.0 Financial Market 

 2.1 Bond Market 

As at the end of Q1, 2009, the DMO, on behalf of the Federal 

Government of Nigeria (FGN), offered a total of N150bn worth of FGN 

Bonds, the same amount offered in the corresponding period of 2008. 

The total subscription in Q1, 2009 was N277.51bn, up by 14.13% from 

N243.15bn subscribed in Q1, 2008. The subscription level in Q1, 2009 

at 185.01% was 22.91% higher than the subscription level of 162.10% 

recorded in Q1, 2008. The total amount of FGN Bond sold and allotted in 

Q1, 2009 was N150bn the same amount sold in Q1, 2008.   

The DMO offered 3-year, 5-year and 20-year FGN Bonds during the 

period under review as against 3-year and the 5-year FGN bonds offered 

in Q1, 2008. It is good to note that the 20-year bonds auctions received 

huge subscription level during the period with an average subscription 

level of 337.20%. The longer tenor bond introduced last year was part of 

the efforts of the government to restructure the countryôs domestic debt 

portfolio to longer tenor. The huge level of subscription recorded on the FGN Bonds can be linked to the fair and stable 

Sovereign risk rating of the country, in addition to the quest of investors for safety of their financial assets.   

All the Bonds issued in Q1, 2009 were re-opening except the 3-year bond issued in the month of January. Comparing 

tenor to tenor, the 3-year FGN Bonds issued in Q1, 2009 received higher coupon rate than the bonds issued in Q1, 2008. 

The coupon rate on 3-year FGN Bonds issued in Q1, 2009 was 9.92% while the highest coupon rate in Q1, 2008 was 

9.60%. A total of N60bn worth of 3-year FGN Bond was sold in Q1, 2009, compared with N90bn sold in Q1, 2008. 

The 5-year FGN Bonds issued in Q1, 2009 also received higher coupon rate than the 5-year bonds issued in Q1, 2008. 

The coupon rate on 5-year FGN Bonds issued in Q1, 2009 was 10.5%. This rate was higher than the highest coupon rate 

of 10.30% on the 5-year FGN Bond issued in Q1, 2008. A total of N60bn worth of 5-year FGN Bond was sold in Q1, 2009 
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the same amount was sold in the corresponding period of 2008.The coupon rate of 15% on the 20-year FGN Bond issued 

in 2008 was maintained in Q1, 2009 as a total of N30bn was sold during the period. 

The Bonds on re-opening were allotted at marginal rates that reflect the prices at which similar bonds were traded in the 

secondary market during the auctions.  

The total FGN Bonds issued in Q1, 2009 compared with the corresponding period in 2008 is presented on the Table 1 & 2 

below.   

 Table 1: Q1, 2008 FGN BONDS ISSUE 

Date Issued 
Tenor 
(Years) 

Amount 
Offered (Nõbn) 

Total Subscription 
(Nõbn) 

Subscription 
Level (%) 

Amount 
Allotted (Nõbn) 

Coupon Rate 
(%) 

25 January 2008 3 30.00 49.39 164.63 30.00 9.00 

25 January 2008 5 20.00 45.36 226.80 20.00 9.45 

29 February 2008 3 30.00 40.04 133.47 30.00 9.50 

29 February 2008 5 20.00 24.75 123.73 20.00 10.30 

26 March 2008 3 30.00 44.00 146.67 30.00 9.60 

26 March 2008 5 20.00 39.61 198.05 20.00 10.00 

TOTAL 
 150.00 243.15 162.10 150.00  

Table 2: Q1, 2009 FGN  BONDS ISSUE 

Date Issued 

Tenor 

(Years) 

Amount 

Offered (Nõbn) 

Total Subscription 

(Nõbn) 

Subscription 

Level (%) 

Amount 

Allotted (Nõbn) 

Coupon Rate 

(%) 

28 January 2009 3 20.00 36.57 182.85 20.00 9.92 

28 January 2009 5 20.00 26.58 132.90 20.00 10.50 

28 January 2009 20 10.00 49.55 495.50 10.00 15.00 

29 February 2009 3 20.00 35.49 177.45 20.00 9.92 

29 February 2009 5 20.00 27.37 136.85 20.00 10.50 

29 February 2009 20 10.00 25.21 252.10 10.00 15.00 

18 March 2009 5 30.00 26.70 133.50 30.00 9.92 

18 March 2009 5 30.00 23.64 118.20 30.00 10.50 

18 March 2009 20 20.00 26.40 264.00 20.00 15.00 

TOTAL  150.00 277.51 185.01 150.00  

 

 2.2 The Equities Market 

The bearish trend continued its dominance in the market in Q1, 2009 as the NSE-ASI lost by 36.88% (a loss of 47.89% in 

US$) to close the Q1 at 19,851.89 while the market capitalisation shed 35.56% (a loss of 46.57% in US$) to close at 

N4.48trn (US$30.76bn). Meanwhile in the corresponding period in 2008 the NSE ASI recorded a gain of 8.67% to close at 

63,016.56 while the market capitalisation recorded a gain of 19.11% to close at N12.13trn. 

The current trend can be attributed to investorsô apathy in the market. The fact that interest rate in the money market has 

been on the rise lately has also not helped the equities market. The huge loss the NSE recorded in US$ term was as a 
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result of the depreciation in the value of Naira against the US$ during the period. The implication of this is that the US$ 

investment in the Nigerian equities market suffered a higher loss in Q1, 2009 than the Naira investments in the market. 

This is a major hindrance to the inflow of foreign investments in the market. Looking at the monthly performance the index 

recorded an appreciation of 7.17% (a gain of 5.95% in US$) in February, but losses of 30.64% (a loss of 40.43% in US$) 

and 15.08% (a loss of 14.98% in US$) in January and March respectively.  

In terms of trading activities, total shares of 19.16bn (67.06bn in Q1, 2008) worth N108.17bn (N967.81 in Q1 2008) were 

traded in 419,539 deals (1,179,741 in Q1, 2008) during the quarter. The average value of shares traded during the quarter 

is N1.74bn (N15.87bn in Q1, 2008), while the average volume of shares was 309.05mn (1.10bn in Q1, 2008), in an 

average of 6,763 deals (19,340 in Q1, 2008).  

The most actively traded stock during the quarter was Intercontinental Bank with 2.056bn share exchanging hands. 

 

 

 

All the FSDH Indices recorded depreciation in their value 

during the quarter. The FSDH Petroleum Marketing 

Index recording the highest loss of 55.56%, while the 

FSDH Manufacturing and Allied index recorded the 

lowest loss of 20.93%. Looking at the risk associated with 

the FSDH sectoral indices as measured by Standard 

Deviation(SD), FSDH Petroleum Marketing sector had 

the highest risk of 37.04% followed by the Insurance of 

22.36%, banking of 17.63% and Manufacturing and Allied 

of 9.47%. All the FSDH Indices in the period under review 

recorded negative Sharpe ratios meaning that they all 

performed below the risk free assets (in this case, the 20-

year FGN Bonds of coupon 15%).    
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Table 3: Q1, Performance of the NSE and FSDH Indices (2004-2008)  

Index Q1 ó09 Q1 ó08 Q1 ó07 Q1 ó06 Q1 ó05 
5-year 

Average 
Standard 
Deviation 

Sharpe 
Ratio 

NSE ASI (36.88) 8.67 30.93 (3.11) (13.26) (2.73) 25.20 (0.70) 

BANKING (39.32) (0.10) 0.47 0.07 (0.07) (7.79) 17.63 (1.29) 

INSURANCE (40.92) 20.14 0.99 (0.03) (0.31) (4.03) 22.36 (0.85) 

MANUFACTURING & 
ALLIED  (20.93) 1.03 0.16 (0.07) (0.21) (4.00) 9.47 (2.01) 

PETROLEUM 
MARKETING  (55.56) 49.08 0.13 (0.06) (0.17) (1.32) 37.04 (0.44) 

 

FSDH Petroleum Marketing Index Dropped by 55.56% 

The FSDH Petroleum Marketing Index depreciated by 55.56%(a loss of 66.57% in US$) to close the quarter at 

291.55points in contrast to the gain of 49.08% to close at 819.55points in the corresponding period of 2008. The 

depreciation in the index was due to losses recorded in share prices of African Petroleum (Down 78.77% to N62.40), 

Mobil (Down 72.22% to N92.01), Chevron (Down 46.22% to N86.00), TOTAL (Down 32.99% to N136.50), Oando (Down 

20.23% to N 63.66) and Conoil (Down 14.25% to N67.23).      

FSDH Insurance Index Down by 40.92% 

With a depreciation of 40.92% (a loss of 51.93% in US$) in contrast to an appreciation of 20.14% in Q1, 2008, the FSDH 

Insurance Index closed the quarter at 171.89points, down  from 345.02points in the preceding quarter as a result of the 

losses recorded in the share prices of Equity Assurance (Down 61.07% to N1.97), Standard Alliance Insurance (Down 

58.39% to N0.62), N.E.M Insurance (Down 55.17% to N0.65), Lasaco Assurance (Down 53.67% to N0.82), Mutual 

Benefits Assurance (Down 52.70% to N0.70), Law Union & Rock (Down 51.86% to N1.42), AIICO Insurance (Down 

49.16% to N0.91), International Energy Insurance (Down 49.03% to N1.05), Continental Re-Insurance (Down 48.89% 

to N0.92), Consolidated Hallmark Insurance (Down 47.66% to N0.56), Goldlink Insurance (Down 46.81% to N0.50), 

Niger Insurance (Down 46.15% to N1.75),  STACO Insurance (Down 45.37% to N3.66),  Intercontinental WAPIC 

(Down 36.41% to N2.41), Linkage Assurance (Down 26.47% to N0.50), Prestige Assurance (Down 26.08% to N4.62), 

Custodian & Allied Insurance (Down 23.95% to N2.35), Cornerstone Insurance (Down 20.00% to N1.28) and Oasis 

Insurance (Down 9.58% to N4.91).  

FSDH Banking Index Down by 39.32% 

The FSDH Banking Index depreciated by 39.32% (a loss of 50.33% in US$) to close at 245.12points, in contrast to the 

marginal depreciation of 0.10% in Q1, 2008. The loss recorded in the index was due to depreciation in the share prices of 

Stanbic IBTC (Down 51.38% to N5.30), Intercontinental Bank (Down 51.31% to N6.30), Skye Bank (Down 50.29% to 

N4.27), Zenith Bank (Down 46.50% to N11.77), Oceanic Bank (Down 46.06% to N6.50), Bank PHB (Down 44.04% to 

N5.73), Afribank (Down 41.62% to N5.61), UBA (Down 39.16% to N8.00), Diamond Bank (Down 36.19% to N4.76), 

FCMB (Down 35.00% to N3.90), Union Bank (Down 33.55% to N10.10), Access Bank (Down 31.40% to N4.85), First 

Bank (Down 25.15% to N15.80) and GT Bank (Down 23.10% to N9.92).  
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FSDH Manufacturing & Allied Index Lost 20.93% 

Also, the FSDH Manufacturing & Allied Index recorded a depreciation of  20.93% (a loss of 31.94% in US$)  to close at 

152.09points following the losses recorded in the share prices of Flour Mills (Down 55.61% to N14.20), Julius Berger 

(Down 54.26% to N25.43), Ashakacem (Down 52.67% to N8.05), Presco (Down 52.03% to N4.85), NAHCO (Down 

43.83% to N6.51), R.T. Briscoe (Down 43.63% to N9.64), UACN Property (Down 40.83% to N15.88), Lafarge WAPCO 

(Down 40.31% to N15.22), Nigerian Bottling Company (Down 38.91% to N21.49), Dangote Flour Mills (Down 38.04% 

to N7.90), Nestle (Down 27.91% to N138.00), Unilever (Down 26.40% to N7.64), UACN (Down 23.44% to N26.49), CAP 

(Down 15.01% to N36.01), Dangote Sugar (Down 13.29% to N13.44), Nigerian Breweries (Down 12.48% to N35.75), 

Guinness (Down 9.65% to N89.90) and Okomu Oil (Down 4.97% to N29.61). However, there were appreciation in the 

share prices of PZ Cussons (Up 40.57% to N15.80), Benue Cement (Up 9.67% to N19.74), GlaxoSmithKline (Up 

marginally 2.18% to N15.00) and  7-Up Bottling (Up marginally 1.01% to N39.00).  

The FSDH 20-Nigerian Equity Growth Index (NEGI) depreciated by 36.36% (a loss of 47.36% in US$) to close at 194.76 

points; FSDH 40-Nigerian Equity Value Index (NEVI) lost 36.48% (a loss of 47.49% in US$) of its value to close at 

193.85points, while the FSDH Ethical Index also depreciated by 29.67% (a loss of 40.68% in US$) to close at 48.84 

points.  

 A cursory look at the sectoral contribution to market capitalization as at March 31, 2009 shows that the Banking sector 

had the highest contribution to the entire market capitalization with 52.08% as shown on Table 4 below. 

Table 4: Sectoral Contribution to the Market Cap. 

as at March 31, 2009 

Sector Contribution % 

Banking 52.08 

Breweries 9.26 

Food/ Beverages & Tobacco 8.99 

Petroleum Marketing 5.94 

Insurance 4.44 

Conglomerates 3.51 

Building Materials 3.04 

The Foreign Listings 2.42 

Construction 1.43 

Other Sectors 8.90 
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Other Top Gainers and Losers 

Other top gainers during the quarter were: Cement Company of Northern Nigeria (Up 40.15% to N7.47), Northern 

Nigeria Flour Mills (Up 21.05% to N17.14), Cappa & DõAlberto (Up marginally 5.26% to N105.80), G. Cappa (Up 

marginally 5.24% to N24.10) and Premier Paints (Up 5.23% to N16.09); while other top losers were: Longman (Down 

87.18% to N3.56), MTI (Down 74.84% to N0.79), ETI (Down 72.09% to N11.33), Wema Bank (Down 67.11% to N4.70) 

and BAGCO (Down 63.90% to N1.26).   

A look at some of the World Stock market performance in Q1, 2009, compared with NSE shows that the NSE was the least 

performing market amongst the selected markets. The only two (2) markets that returned positive in the four continents 

covered in Table 5 were the Brazilian Stock Market Index and the Indiaôs BSE 30 Index. 

Table 5: Some Selected Stock Market Indices as at March 31, 2009 

 YTD Change (%)  YTD Change (%) 

North / Latin America Africa 

Dow Jones Industrial Average (13.30) NSE All- Share index (36.88) 

S& P 500 Index (11.67) JSE All-Share Index (South Africa) (5.32) 

NASDAQ Composite (3.07) GSE All- Share Index (Ghana) (11.35) 

Brazil Stock Market Index 12.22 Cairo SE Gen (Egypt) (11.98) 

Europe Asia/ Pacific 

Swiss Market Index (10.97) NIKKEI 225 Index (Japan) (8.47) 

FSTE 100 Index (UK) (11.46) BSE 30 Index (India) 0.63 

CAC 40 Index (France) (12.76) Hang Seng Index (Hong Kong) (5.64) 

DAX Index (Germany) (15.08)   

SMSI Index (Spain) (15.91)   
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New Listings  

New securities that were listed during the quarter were: 

V IHS Nigeria Plc 
V Pinnacle Point Group Plc 

 

Delisting 

Universal Trust Bank was delisted from the Daily Official List following the successful takeover of the bank by Union 

Bank Nigeria Plc. 

Supplementary Listings 

There were supplementary listings in Q1, 2009, namely: 

V AIICO Insurance Plc 
V Custodian & Allied Insurance Plc 
V First Aluminum Nigeria Plc 
V Finbank Plc 
V Intercontinental Bank Plc 
V Longman Nigeria Plc 
V R.T. Briscoe Plc 

 

Technical Suspension 

The share price of Eterna Oil & Gas Plc and Staco Insurance Plc were placed on technical suspension during the 

quarter by the NSE. Also, the NSE lifted the technical suspension on the following stocks during the quarter. The stocks 

are: 

V C & I Leasing Plc 
V Crusader (Nig) Plc 
V Deap Capital Management & Trust Plc 
V DN Meyer Plc 
V Ecobank Transnational Incorporated Plc 
V Equity Assurance Plc 
V Eterna Oil & Gas Plc 
V First Aluminum Nigeria Plc 
V Ikeja Hotels Plc 
V Linkage Assurance Plc 
V Longman Nigeria Plc 
V Nigeria-German Chemicals Plc 
V Oasis Insurance Plc 
V Royal Exchange Plc 
V Staco Insurance Plc 
V Trans-Nationwide Express Plc and 
V Triple Gee & Co. Plc 
V UTC Nigeria Plc 
V Wema Bank Plc 
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Change of Name 

V Platinum Habib Bank Plc changed to Bank PHB Plc 
 

2.3 Return Analysis 

Our return analysis for the entire market in Q1, 2009 showed only twelve (12) stocks recorded gains to end the quarter, 

most of which was due to capital appreciation. The best performing stock was PZ Cussons leading with a return of 

40.57%. PZ Cussons achieved this return due to the capital appreciation recorded in its share price from N11.24 as at 

December 31, 2008 to N15.80 as at March 31, 2009. Cement Company of Northern Nigeria with a capital appreciation 

of 40.15%, Northern Nigeria Flour Mills ð 21.05%, Benue Cement ð 9.67% and Cappa & DõAlberto ð 5.26%. 

On the other hand, Longman Publishing led the losers chart with a total loss of 87.18% as a result of decline in its share 

price from N27.76k to N3.56k. Others on the worst performers list were: African Petroleum ï 78.77%, MTI ï 75.93%, 

Mobil Oil ï 72.22% and Ecobank Transnational Incorporated ï 72.09%.  

2.4 Money Market 

The money market ended the quarter on a tight note. Consequently, rates leaped up in response to the tightness. The 

current global economic and financial crises continue to contribute to the liquidity tightness witnessed in the quarter under 

review. Investors have continued to trade return for safety 

thus leading to high subscription level on government 

securities in spite of the low yields. This further worsened the 

tightness in the money market. In order to chart the way 

forward for the financial market and boost confidence among 

stakeholders, the Monetary Policy Committee (MPC) of the 

CBN convened two meetings during the quarter. The MPCôs 

meetings of January 14 and February 09, 2009 did not 

concentrate on easing liquidity in the financial market but on 

stabilizing the value of the naira which was very volatile since 

the end of last year. However, the CBN noted the fact that 

rates were high, even though it left the Monetary Policy Rate 

(MPR) unchanged at 9.75% during the first quarter of 2009.  

However, the MPCôs meeting of April 09, 2009 embarked on 

a number of expansionary monetary policy measures to inject funds into the system ï the first major expansionary policy 

measure of the regulatory authority in 2009. The committee slashed the MPR by 175basis points from 9.75% to 8%. Prior 

to the MPC meeting of April 09, FSDH Research had stressed the need for the MPC to reduce the MPR to 8% and 

implement other expansionary policy measures to ease liquidity in the financial market and stimulate credit creation. 

In addition, the MPC commended the earlier CBN Boardôs decision and Mr. Presidentôs approval in respect of the N200bn 

special agricultural fund for large scale agriculture in Nigeria. The MPC said the CBN will fully underwrite the cost of the 

fund, and ensure immediate implementation. According to it, this initiative will significantly reduce food price inflation, and 

assist the CBN in achieving its core mandate of price stability. Similarly, FSDH Research had emphasized that with 

appropriate policies, Nigeria can boost production in agriculture to generate employment, earn revenue and conserve 

foreign exchange earnings ï becoming a net exporter rather than a net importer of food.    

The MPC slashed the MPR by 175 

basis points from 9.75% to 8%. Prior to 

the MPC meeting of April 09, FSDH 

Research had stressed the need for 

the MPC to reduce the MPR to 8% and 

implement other expansionary policy 

measures to ease liquidity in the 

financial market and stimulate credit 

creation. 
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The major inflows into the market during the period were from statutory allocations, excess crude oil revenue shared 

amongst the tiers of the government and repayment of matured bills. These inflows, however, were not enough to 

cushion the effect of liquidity tightness in the system. Strategies the CBN employed during the quarter to inject liquidity into 

the system and stabilize the foreign exchange market include:  

ü Maintain exchange rate band within +/-3% until further notice;. 
ü Difference between CBN buying and selling for forex will not be more than 1%, while that of banks and BDCs will 

not be more than 1% and 2%, respectively around the CBN rate;  
ü Reintroduction the Retail Dutch Auction System (RDAS) to replace the Wholesale Dutch Auction System 

(WDAS); 
ü Reduction of the foreign exchange Net Open Position of banks from 10% to 5%.  

Despite these measures, the market remained tight all through the first quarter of the year. The CBN further employed the 

following expansionary monetary policies at it meeting on April 09, 2009 to further inject liquidity into the system. These 

measures are:  

ü Reduction in MPR to 8% from 9.75% 
ü Reduction in Cash Reserve Ratio from 2% to 1%; 
ü Reduction in liquidity ratio from 30% to 25%; 

 

Available data from the Money Market Association of Nigeria (MMAN) indicates that the Average Prime Lending rate to the 

economy stood at 18% by the end of Q1, 2009, up from 16.01% at end December 2008. The average interest rate on 

savings account stood at 3.46% in Q1, 2009, marginally up from 3.03% as at end-December 2008. The average interest 

rate on Term Deposit (12 months) stood at 10.88% in Q1, 2009, marginally down from 11.24% in 2008. In our opinion, at 

14.54% spread, the gap between the average prime lending rate and the average savings rate is not supportive of achieving 

capital formation and stimulating sustainable economic growth in the country. The high cost of doing business in Nigeria 

occasioned by infrastructural deficiencies is still responsible for this excessively high spread. 

 

Looking at 7-day Nigerian Inter-Bank Offered Rate (NIBOR) for Q1, 2009, the rate closed higher at 16.33% from 14.79% 

as at the end of 2008. The lowest rate recorded in Q1, 2009 was 7.25% as against 9.50% in Q1, 2008. The highest rate 

recorded was 26.08% in Q1, 2009 up from 11.65% in Q1, 2008. The average rate for Q1, 2009 was 15.91%, while it was 

10.81% in Q1, 2008. The average rate of 15.91% for Q1, 2009 is higher than the average rate of 10.81% recorded in Q1, 

2008. 
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A review of the 90-day NIBOR indicated that it closed Q1, 2009 at 19% from 16.71% as at the end of 2008. The lowest rate 

recorded in Q1, 2009 was 12.63% as against 12.28% in Q1, 2008. The highest rate was 25.69%, up from 14% in Q1, 2008, 

while the average rate recorded in Q1, 2009 was 18.52%, up from 13.40% recorded in Q1, 2008. The average rate of 

18.52% for Q1, 2009 was higher than 13.40% recorded in Q1, 2008.     

 

At the primary market auctions for the government securities, CBN offered N70bn worth of 364-day NTB in Q1, 2009, 

higher by 27.27% from N55bn offered in Q1, 2008. At 198.58% level of subscription, N209bn worth of bids was subscribed, 

while N144.39bn, representing a subscription level of 162.54% in Q1, 2008 was recorded. A total of N70bn worth of 364-

day NTB was sold, higher by 30.31% from N53.72bn sold in Q1, 2008.  

A total of N95bn worth of 182-day NTB was offered, down by 78.04% over N432.64bn offered in Q1, 2008. The level of 

subscription over the amount offered was 141.02% as N228.97bn worth of bid was received, while total sale was N95bn,  

down by 62.14% from N250.92bn sold in Q1, 2008. A total of N55bn worth of 182-day NTB was repaid into the system, 

leading to an outflow of N40bn in Q1, 2009.  

At the 91-day NTB auctions, a total of N75.22bn was offered which represents an increase of 15.43% from N65.16bn on 

offer in Q1, 2008. The level of subscription was 149.64%, as N187.77bn worth of bids was received, while N75.22bn was 

sold. A total of N45.22bn worth of bill was repaid leading to an outflow of N30bn in Q1, 2009 through 91-day NTB. 
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 At the secondary segment of the market, a total of N72.29bn 

worth of bills was sold in Q1, 2009, down by 74.55% from 

N284bn offered in Q1, 2008. A total of N346.85bn was repaid 

into the system resulting in an inflow of N274.56bn in Q1, 2009 

from this segment of the market. 

The CBN introduced the Expanded Discount Window 

Operation (EDW) in Q1, 2009 to ease liquidity crunch in the 

financial system as a result of the secondary impact of the 

global economic and financial crisis on the Nigerian Financial 

System. At the OMO Repo & EDW market, the CBN injected a 

total of N831.74bn into the system, while it withdrew a total of 

N869.17bn, representing a net outflow of N37.43bn from the 

system in Q1, 2009 from this segment of the market. 

The average discount rate on the 91-day NTB in Q1, 2009 was 2.50% lower than 8.63% in Q1, 2008. The lowest and the 
highest rates in the period were 1.90% and 3.70%, as against 8.30% and 9.50% recorded respectively in Q1, 2008.   
 
The average discount rate on the 182-day NTB in Q1, 2009 was 3.01% while it was 9.18% in the preceding year. The lowest 
and the highest rates in the period were 2.55% and 4.40%, as against 8.70% and 9.50% recorded respectively in Q1, 2008.  
 
The average discount rate on the 365-day NTB in 2008 was 5.41% while it was 8.91% in the preceding quarter. The lowest 
and the highest rates in the quarter were 4.75% and 5.98% as against 8.23% and 9.50% recorded respectively in Q1, 2008.  
 
The average discount rate on the Open Market Operation (OMO) transactions in Q1, 2009 was 2.43% while it was 9.18% in 
the corresponding quarter. The lowest and the highest rates in Q1, 2009 were 2% and 2.85% as against 8.65% and 9.50% 
recorded respectively in Q1, 2008. 
 
The low rates recorded at both the primary and secondary markets of the NTB Markets was due to investors flight to safety, 
as investors moved to  government securities as a safe haven for their financial assets.   

 

2.5 Foreign Exchange Market 

The analysis of the transactions in the official foreign 

exchange segment of the market in Q1, 2009 showed that the 

CBN offered a total of US$5,900mn through the Retail Dutch 

Auction System (RDAS) which replaced the Wholesale Dutch 

Auction System (WDAS) on January 19, 2009. The offer 

represents an increase of 257.58% over the US$1,650mn 

offered in Q4, 2008, and an increase of 793.94% over the 

US$660mn offered in Q1, 2008. The CBN sold a total of 

US$5,809mn in Q1, 2009, an increase of 10.57% over the 

US$5,253.52mn sold in Q4, 2008, and an increase of 

1,032.15% over the US$513.09mn offered in Q1, 2008. The 

amount sold at US$5,808.93mn in Q1, 2009 was 1.54% 

lower than the amount offered at US$5,900mn. In Q4, 2008, the total amount sold was US$5,253.52mn, which was 218.4%, 

higher than the amount offered at US$1,650, while the total amount sold in Q1, 2008 was 22.26% lower than the amount 

offered at US$660.  
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The value of the Nigerian Naira depreciated in the parallel 

and official markets against the US Dollar in Q1, 2009, while 

the inter-bank market remained shut as at end of the quarter. 

The value of Naira against the US$ depreciated by 23.37% 

and 11.01% in the parallel and official markets respectively. 

However, in Q1, 2008 the value of Naira appreciated in all the 

three segments of the markets by 0.67%, 0.42% and 0.06% 

in the inter-bank, parallel and official markets respectively. 

At end-December 2008 the value of the Nigerian Naira 

depreciated in the 3 segments of the market depreciating by 

18.26%, 14.83% and 12.37% in the inter-bank, parallel and 

official markets respectively.  

The average premium between the parallel market rate and the official market rate was 9.68% in Q1, 2009, compared to 

2.72% in Q1, 2008. The highest premium recorded in the quarter was 20.33% while the lowest premium recorded during the 

period was 3.77%. Meanwhile, in Q1, 2008 the highest premium was 3.86% and the lowest was 1.97%. The high premium 

between the parallel and official markets was because the official market was not adequately supplied during the quarter. 

This can encourage round-tripping if not checked. 

In the parallel market, the value of Naira depreciated by 

23.37% to close at N170/US$1 from N137.80/US$1 at the 

end of December, 2008. In the official market, Naira 

depreciated by 11.01% to close at N145.70/US$1 from 

N131.25/US$1 from end-December 2008. The inter-bank 

market remained shut as at the end of the quarter. 

A further analysis of the exchange rate during Q1, 2009, 

showed that the average exchange rate recorded in  the 

official market was N143.87/US$1, up from N116.79/US$1 in 

Q1, 2008. The minimum and maximum exchange rates 

recorded in Q1, 2009 in this segment of the market were 

N131.25/US$1 and N150/US$1 from N116.81/US$1 and 

N116.73/US$1 in Q1, 2008 respectively.   

At the inter-bank market, the average exchange rate in Q1, 2009 was N147.53/US$1, from N117.44/US$1 in Q1, 2008. The 

minimum and maximum exchange rates recorded during the period in this segment of the market were N139.65/US$1 and 

N151.01/US$1 from N116.63/US$1 and N118.24/US$1 in Q1, 2008 respectively.    

At the parallel market, the average exchange rate Q1, 2009 was N159.81/US$1 from N120.05/US$1 in Q1, 2008. The 

minimum and maximum exchange rates recorded during the quarter in this segment of the market were N137.80/US$1 and 

N184/US$1 from N119.10/US$1 and N121.50/US$1 respectively in Q1, 2008.    
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3.0 Outlook for Q2, 2009 

 3.1 The Nigerian Economy 

As noted in our earlier report, the current global economic and financial crises have serious implications for the 
performance of the Nigerian economy in 2009. But it is interesting to observe that the nationôs economic managers seem 
to be implementing policies that can lay a solid foundation for the economy in the medium to long run especially in the area 
of agriculture and broadening the revenue base of the country. However, we note that the country appears not to be 
making real progress in the area of power generation which is fundamental to sustainable growth and development of the 
nation.  

 

 As we have noted earlier, we project a huge drop in the federally collectible revenue in 2009, leading to a drop in the 
amount of money to be shared through the Federation Accounts Allocation Committee (FAAC). In another 
development, the projected drop in the price of oil and other commodities will have a negative impact on the current 
account position of the country.   

 

 Looking at supply bottleneck in production especially food in the country, which is exerting pressure on food price 
inflation; we do no see how the CBN can achieve a single digit inflation rate at mid-year. We note that here is a time-
lag within which the N200bn agriculture funds will bring about the desired result if it is properly managed. We 
therefore maintain our inflation forecast for the year in the range of 12.5%-14.5%, year-on ïyear.  

 

 We believe the proposed deregulation of the down stream sector of the oil and gas industry in Nigeria is a good idea 
as should be supported. FSDH Research is confident that it will bring about a lower pricing regime for the petroleum 
products in the country. We hold this view because of the competition that will set in and the drop in the price of oil at 
the international market. We note that the extent of the drop will depend on what happens to the value of Naira. 

 

 Bankersô Committee decided to peg the maximum deposit and lending rates at 15% and 22% respectively with effect 
from April 1, 2009 until end of 2009. Although this is expected to have salutary effects on the real economy, we have 
our doubts whether this can be adhered to strictly as other determinants of high cost of running businesses in Nigeria 
such as power, have not been addressed.  

 

 The recent initiative of the CBN to inject liquidity into the domestic financial market is a welcome development. But it 
should be noted that such measures have not satisfactorily addressed similar problem in the advanced economies. 
We therefore reiterate our earlier suggestion that the CBN needs to inject money into the banking industry by way of 
buying special purpose 5-year corporate bond from banks.     

 

 Except the price of oil appreciates at the international market and production disruptions in the Niger Delta region of 
Nigeria is addressed to guarantee foreign exchange earnings in order to sufficiently supply the foreign exchange 
market, the current stability of rate around the corridor of N145/US$1 may not be sustained. We hold that there is a 
limit to which the CBN can manage the foreign exchange rates in the face of increasing demand and dwindling supply. 
The determination of the CBN to maintain a band of +/-3% on the official exchange rate may be relaxed if the 
economy does not improve to generate adequate foreign exchange.   

 

 We reiterate that current credit squeeze in the financial market, depreciation/devaluation, weak aggregate demand as 
result of the global economic crisis, and high costs of doing business in Nigeria are detrimental to the real sector of 
the Nigerian economy. However, urgent fiscal and monetary policies targeted at this important sector of the Nigerian 
economy will go a long way to make Nigeria achieve a sustainable growth.    

 

 Learning from the experience of other countries of the world, we still believe that a veritable financial institution that 
the CBN can use to increase access to credit among the small and medium scale industry in Nigeria is the Micro 
Finance Banks. In order to achieve this, the CBN need to intensify its efforts in capacity building for the industry 
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operators. Also, observance of good corporate governance especially among the top executives, will determine how 
effective the financial sector can contribute to the growth and development of the nationôs economy.   

 

 We maintain our GDP growth rate of between 4% and 5% in 2009 if the current economic management team can put 
in place strong economic framework that can support the agriculture and the manufacturing sector especially in the 
areas of improving infrastructure and access to cheap funds.  

 
 

3.2 Fixed Income Securities 

 As expected the CBN has reduced MPR from 9.75% to 8%. It also implemented other expansionary measures in 
the financial market in order to boost liquidity. We are of the opinion that the CBN will maintain the MPR at 8% 
throughout Q2, 2009.  
 

 We still believe that the large fiscal deficits that the Federal Government and most of the state government will 
run in 2009 will exert upward pressure on money market rates, notwithstanding the interest rate peg agreed by 
the Bankersô Committee.   
 

 At the time of this report, we have not received from the DMO the Bond issuance calendar for Q2, 2009. But we 
are of the opinion that the DMO will increase Bond issuance in Q2. We also expect re-opening of most of the 
existing bonds. We expect that the marginal rates that will be applied on bond in Q2 will be lower than the rates in 
Q1, 2009. This is because of the cut in the benchmark interest rate (MPR) and expected increase in bond price in 
Q2.  
 

 We expect slight volatility in bond prices and yields in Q2. The Volatility will depend on the tenor of the bonds ï 
short tenored bonds will be less volatile while the long tenored bonds will be more volatile.   
 

 We expect the CBN to continue with the use of the expanded discount window to inject more liquidity in the 
financial market as bank of last resort.  However it appears that there is a mismatch between the lending rate to 
the bank through this window. The CBN lends at MPR plus a maximum of 5% depending on the tenor of the 
facility while it borrows money from the financial market, using the treasury bills (where banks is the major player) 
at a rate of about 3%.   
 

 We expect volatility in inter-bank rates in Q2, 2009 to moderate especially on account of the agreement regarding 
the pegged interest rates.  
 

3.3 Equities Markets 

 We expect to see a low level of volatility in the equities market in Q2, 2009. We are of the opinion that the 
valuation of stocks quoted on the Nigerian Stock Exchange (NSE) appears attractive both in absolute and relative 
terms. Most stocks that have good fundamentals are currently trading close to their support level.  
   

 Meanwhile, coordinated fiscal and monetary policies directed at improving the financial and economic health of 
the nation will set the tone for a real recovery in the equities market.   

 

 As we noted in our outlook report for 2009, we expect corporate earnings of companies quoted on the floor of the 
NSE to decline in 2009, as a result of high cost of funds, exchange rate losses, and increase provision for non-
performing assets; especially for financial institutions. However, this situation may be ameliorated as a result of 
the efforts of the CBN to lower interest rate & inflation expectation.    
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3.4 Recommended Stocks 

While we advise investors to take medium to long term positions in the market, we observe that there are opportunities for 

short-term trading in the market. In period like this; full of uncertainties, we strongly advise investors in the capital market to 

invest only in stocks that have good management, have good products that can generate and sustain good cashflow and 

can increase investorsô wealth in the long run. In addition, investors should take advantage of the low prices in the market 

for strategic positioning as the market will not continue like this for too long. Once recovery starts and the level of 

confidence in the economy improves both in domestic and international scenes, stocks may not trade at the current 

prices for many years to come.  

Table 6: Recommended Stocks 

Sector Stock Current Price Trailing P/E Ratio Sector Trailing P/E Ratio 

Banking Diamond 4.51 3.42 5.77 

 
First bank 14.01 7.99 5.77 

 
GT Bank 10.10 5.13 5.77 

 
UBA 8.60 4.37 5.77 

Breweries Guinness 88.85 8.89 8.93 

 Nigerian Breweries 36.66 10.79 8.93 

Building Materials Lafarge WAPCO 16.80 4.48 9.64 

Conglomerates UACN 29.01 10.11 11.04 

Food/Beverages & 

Tobacco Dangote Sugar 14.31 7.74 11.20 

 Flour Mills 14.99 7.38 11.20 

 Nestle 150.00 11.89 11.20 

Petroleum (Marketing) Oando 68.00 8.23 14.04 

Real Estate UACN Property Dev. Coy 16.48 6.29 6.29 

 For Sell-side Analyst Research Report on the companies recommended here, please visit our website at                           

www. fsdhgroup.com, or www.fsdhsecurities .com  

 

 

 

 

http://www.fsdhsecurities/


 

27 
 

 


