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Market Analysis and Outlook: December 24 — December 31, 2020

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-o0-y) 1489  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) 14,5 (+1/.7) Lending rate changed to 12.5% & Deposit rate 4.5%
External Reserves (US$ million) 3491 December 22, 2020 figure — a decrease of 1.19% from December start
Oil Price (US$/Barrel) 50.80 December 23, 2020 figure— a decrease of 1.34% 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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Sources: CBN, Financial Market Dealers Quotation, NSE, NBS, Energy Information Agency, Oilprice, Bloomberg and Access Bank

Economic Intelligence Group computation.
* Crude oil (Bonny Light) is as at the previous day.

In the UK, gross domestic product narrowed by 8.6% year-
on-year in the third quarter of 2020, less than a 9.6%
contraction previously estimated and following a record
contraction of 20.8% in the previous three-month period
according to the office for National Statistics (ONS). The
economy started to recover as restrictions on movement
eased across June, July, August and September. Household
consumption dropped 10.1% (vs -24.7 % in Q2) and fixed
investment fellby 11.3% (vs -23.8 %in Q2). At the same time,
public investment declined by 8.8 % (vs -18.1 % in Q2), while
net external demand contributed positively to the GDP as
exports decreased less than imports. In a separate
development, Brazil posted a current account surplus of $0.2
billion in November 2020, compared with a deficit of $3.1
billioninthe correspondingmonthlastyearasreportedby the
Central Bank of Brazil. The goods surplus was unchanged at
$2.9 billion, while the services deficit shrank to $1.8 billion
from $2.3 billion a year earlier and the primary income gap
dropped to $1.0 billion from $3.9 billion. The secondary
income surplus dropped slightly to $0.1 billion from $0.2
billion. Considering January to November, the current
account deficit fell sharply to $7.5 billion, from $46.0 billion in
the same period of 2019. Elsewhere, the Eurozone current
account surplus expanded to €34.1 billion in October 2020
from € 28.9 billion in the same month of the prior year
according to the European Central Bank. The goods surplus
rose to €39 billion from €36.5 billion in October of 2019, the
services surplus widened to €7.9 billion from €0.2 billion and
the secondary income deficit shrank to €11.8 billion from
€12.5 billion. Meantime, the primary income account
recorded a €1 billion deficit, compared to a €4.6 billion surplus

ayearearlier.

Accordingto datareported by the Central Bank of Nigeria, the
Manufacturing PMI in the month of December stood at 49.6
index points, indicating a contraction from the expansionary
level recorded in the month of November 2020 (50.2%). APMI
above 50 represents an expansion when compared with the
previous month. A PMI reading under 50 represents a
contraction, and a reading at 50 indicates no change. 4
subsectors reported expansion (above 50% threshold) in the
review month in the following order: transportation
equipment, non-metallic mineral products, paper products
and food, beverage & tobacco products. Textile, apparel,
leather & footwear subsector remained stationary while the
remaining 9 subsectors reported contractions. In a separate
development, the Federal Government recorded a fiscal
deficit of N1.29 trillion during the third quarter of 2020. This
was disclosed in the third-quarter economic report of the
Central Bank of Nigeria. The CBN reported that at N2.27
trillion, federally collected revenuein the third quarter of 2020
grew by 4.5%, over the level in the preceding quarter.
However, it was below collections recorded in the same
quarter of 2019 and the budget benchmark by 22.1% and
10.7%, respectively. Oil receipt accounted for 42% of the
total collection, while non-oil revenue made up the balance of
58.0%. According to the report, the relatively low oil receipts
underscored the persistent effect of the COVID-19
pandemic on oil prices, thereby dwindling the finances of the

federalgovernment.

The local stock exchange market capitalization hit the 020
trillion-mark last week as the stock market rallied as the year
came to an end. The sustained rally was as a result of buying
interestsinsome highly capitalised equitiesinsectors suchas
transport related services, finance, oil & gas, consumer and
industrial goods. Consequently, the All Share Index (ASI) and

market capitalization closed at 38,800.01 pointsand[120.28

For enquiries, contact: Rotimi Peters (Team Lead, Economic Intelligence) (01) 2712123 rotimi.peters@accessbankplc.com

trillion from 36,804.75 points and 19.24 trillion, respectively
the preceding week. This week, we expect that the market

rally might continue as the year comestoaclose.

The cost of borrowing significantly declined last week due to
net Open Market Operations (OMO) maturity credit of N251
billion. This inflow led to a decline in short-term lender's
charge such as the Open Buy Back (OBB) and Over Night (ON)
to 0.43% and 0.58% from 4.5% and 4.5%, respectively. The
30- and 90-day Nigerian Interbank Offered Rate (NIBOR)
settled at 0.47% and 0.51% from 0.73% and 0.82%,
respectively. This week, we expect rates to remain in single

digit closing the year barringany significant funding activity.

The local unit went in varying directions against the dollar
across most market last week. The Nigerian Autonomous
Foreign Exchange Rate (NAFEX) depreciated while the parallel
market rate appreciated. The official rate remained flat week-
on-week. The NAFEX settled at N392.65/US$ from
N391.74/US$ as paucity of dollars was witnessed in the
Investors' and Exporters' Window as bids continue to
outweigh offers in the market. The parallel rate gained N12 to
close at N465/US$, while the official rate remained
unchanged at N379/US$. We expect rates across the
different market segments to trend around similar levels this
week as the Central Bank continues to intervene in the FX

market.

Average bond yield increased last week as the bond market
continued to witness bearish sentiment. There were selling
interests for the 2023, 2027, 2029 and 2049 securities with
very few consummated trades which may be attributed to
year end sell offs and expectations of a further increase in
market yields. Consequently, average yields onthe 5-,7- 10-,
15-, 20-, 25- and 30- year papers climbed to 1.8%, 4.84%,
4.96%, 7.8%, 6.89%, 7.54% and 7.97% from 1.39%, 3.25%,
4.29%, 7.18%, 6.5%, 7.47% and 7.36% accordingly. The
Access Bank Nigerian Government Bond Index declined to
4,795.97 points from 4,910.65 points, 114.68 points lower.
This week, the bearish interest is expected to continue as

market analysis suggestafurtherincreaseinyields.

Crude oil price declined after industry data showed an
unexpected 2.7 million barrel build in US crude inventories.
The oil market was already under pressure amid persistent
concerns over weakening demand in the light of a worsening
pandemic reports that US President Donald Trump rejected
the $900 billion stimulus bill. Bonny light, Nigeria's benchmark
crude declined 1.34% to close at $50.80 per barrel. In the
same vein, precious metal prices dipped as a stronger dollar
offset support from US Congress passing a long-awaited
near $900 billion coronavirus aid package. Consequently, gold
pricesincreased by 2.05% or $37.84 to finishat $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 be bullish as news that Britain and the
EU were on the verge of striking a narrow trade deal lifts
sentiment and that four drug makers expect their COVID-19
vaccines will be effective against the new fast-spreading
variant of the virus found in Britain. Safe haven asset prices
are expected to turnaround on the back of a weaker dollar and

hopes ofextrafiscal stimulusinthe US.
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