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Insights from the Meeting

The outlook for the global and domestic economy remains uncertain. Key risks are Russia and

Ukraine, inflation, and China's slowdown. Others are tightened financial conditions and the risk of

rising global debt levels.

Growth in Nigeria is expected to be subdued in 2023, driven by high insecurity, PMS scarcity, rising

debt service costs, and deteriorating fiscal deficit. Therefore, the CBN estimates a 2.88% output

growth in 2023 while the World Bank estimates 3% output growth.

The Committee’s Consideration

Although the recent inflation reading showed a moderation, the MPC was not convinced about the

result, and therefore opined that a Hold or Loose option was not tenable. A Loosening will result in

a reversal of the expected further downward of inflation trend. It will also dampen the effort to

rein in aggregate demand that rose post-COVID.

A hold option would imply that the MPC changed its stance in response to a one-time marginal

inflation decline. Meanwhile, the MPC was unconvinced yet about the result.

The MPC's unanimous position was to tighten, however, the debate was between a moderate or an

aggressive tightening. The argument for a moderate tightening was based on its potential to slow

inflationary deceleration without hurting economic output. On the other hand, the argument for an

aggressive tightening was based on the need to significantly bring down the currently high levels of

inflation and further narrow real return to improve financial market stability.

Overall, the MPC voted to raise the MPR by 100 basis points to 17.50%. The following decisions

were also made:

• Retention of the Asymmetric Corridor at +100/-700 basis points around the corridor.

• Retention of CRR at 32.50%

• Retention of Liquidity Ratio at 30.00%.

Voting Pattern

1 member voted to hike by 150 bps

4 members voted to hike by 50 bps

7 members voted to hike by 100 bps



W  S  T  C

Opinion

We welcome the MPC's decision, and we believe that it is the right decision at this time, given the

current macroeconomic situation. Specifically, high inflation levels are inimical to the economy,

and they result in distortions in the foreign exchange market. Meanwhile, an unstable foreign

exchange market makes it difficult to attract the required foreign investments to power the

economy and create jobs. Although, high rates could also negatively impact the cost of borrowings

for local corporates, we believe that the trade-off for a higher real return is more important.

However, while we see higher rates as positive for real return and financial market stability, we do

not see it solving the problem of inflation. This is because domestic inflation is driven by structural

factors, higher interest rates are just short-term fixes to avoid savers from responding sharply to

inflation by demanding foreign currencies that are better stores of value.

Also, we may not see a significant improvement in the foreign exchange market because of other

policies that serve as constraints. Some examples of such policies are the lack of a free market for

effective price discovery and multiple FX windows.

Impact on Financial Market

Fixed Income

Our overall outlook for 2023 is a rising yield environment. However, we note the recent decline in

fixed-income yields. The MPC's decision would most likely not reverse the trend in the short term

because of a rise in financial system liquidity (read: significant bond maturities and other inflows).

However, we expect to see higher yields in late Q2 2023.

Equities

We expect the positive momentum in the equities market to persist in the short term, driven by

financial system liquidity, as well as expectations for corporate releases and dividend

announcements.

In summary, based on the MPC's policy decision, we expect the following:

• Sustained inflationary pressures due to other structural factors.

• Improved interest in Naira assets as real returns improve. Thus, pressures in the parallel foreign

exchange market should moderate.

• Sustained decline in fixed income yields till at least Q1 2023.

• Sustained positive momentum in the equities market till at least Q1 2023.
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Disclaimer & Disclosures
The value of any investment is subject to fluctuations, i.e., may rise and fall. Past performance is no guide to the

future. The rate of exchange between currencies may cause the value of an investment to increase or decrease.

Hence investors may not get back the full value of their original investment.

Investment Recommendation

WSTC uses a 3-tier recommendation system for stocks under coverage: Buy, Hold, and Sell.

• Buy Rating: estimated fair value is ≥15% above current market price.

• Hold Rating: estimated change in price is between -10% and 15% of current market price.

• Sell Rating: estimated change in price is ≤ -10% of current market price.

This document is not an offer to buy or sell any security. This document does not provide individually tailored

investment advice. It has been prepared without regard to the individual financial circumstances and objectives of

persons who receive it. The appropriateness of a particular investment will depend on an investor’s circumstances

and objectives. The investments and shares referred to in this document may not be suitable for all investors.

This document is based on information WSTC Securities Limited (WSTC Securities) received from publicly available

reports and industry sources. WSTC Securities may not have verified all of this information with third parties.

Neither WSTC Securities nor its shareholders, directors, employees or advisors can guarantee the accuracy,

reasonableness or completeness of the information received from any sources consulted for this publication; and

neither WSTC Securities nor its shareholders, directors, employees or advisers accept any liability whatsoever (in

negligence or otherwise) for any loss howsoever arising from any use of this document or its contents or otherwise

arising in connection with this document. This document is not to be relied upon and should not be a substitute for

the exercise of independent judgment.

This document includes certain statements, estimates and projections concerning the anticipated future

performance of securities listed on the Nigerian Exchange and as to the market for these shares. Such statements,

estimates and projections are based on information that we consider reliable and may reflect various assumptions

made concerning anticipated economic developments, which have not been independently verified and may or may

not prove correct. No representation or warranty is made as to the accuracy of such statements, estimates and

projections or as to their appropriateness for the purpose intended and it should not be relied upon as such.

Opinions expressed are current opinions as of the date appearing on this material only and may change without

notice. Other third parties may have issued other reports that are inconsistent with and reach different conclusions

from, the information presented in this report. Those reports reflect the different assumptions, views and analytical

methods of the analysts who prepared them.

This document is for information purposes only and private circulation. No portion of this document may be

reprinted, sold or redistributed without the written consent of WSTC Securities.

Additional information on recommended securities/instruments is available on request.

WSTC Securities Limited is a Trading License Holder of the Nigerian Exchange Limited (NGX) and is registered with

the Securities & Exchange Commission (SEC) as a Broker/Dealer to conduct Securities Brokerage & Dealing in

Nigeria. Therefore, we may deal in any securities listed on the NGX.

WSTC Securities Limited has its registered office at 2, Maitama Sule Street, South-West Ikoyi, Lagos, Nigeria.

Email: research@wstc.com.ng

Website: www.wstc.com.ng
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