MPR QUICKENED BY ANOTHER 50 BPS TO 26.75%
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Yet again, the Monetary Policy Committee (MPC) took decisive steps to address the
stubbornly high inflation by implementing another round of measures. One of the significant
changes was adjusting the asymmetry corridor to incentivise banks to deposit excess funds
(Standard Deposit Facility: 25.75%), while simultaneously discouraging banks from
borrowing (Standard Lending Facility: 31.75%). The corridor was modified from +100/-300 to
+500/-100 basis points around the Monetary Policy Rate (MPR), which now stands at
26.75%.

In Summary:

---> Monetary Policy Rate: 26.75% from 26.25%.

---> Asymmetric Corridor: +500/-100 basis points around the MPR.
---> CRR:45.00%.

---> CRR of Merchant Banks: 14%.

---> Liquidity Ratio: 30.00%.

Committee Considerations

The Committee was mindful of the effect of rising prices on households and businesses and
expressed its resolve to take necessary measures to bring inflation under control. It was
observed that the persistence of food inflation continues to undermine price stability as
rising food and energy costs continue to exert upward pressure on price development. The
prevailing insecurity in food producing areas and high cost of transportation of farm produce

are also contributing to this trend.

Members were, therefore, not oblivious to the urgent benefit of addressing these challenges
as it will offer a sustainable solution to the persistent pressure on food prices. It re-
emphasized its commitment to its cardinal mandate of price stability, and they remained
optimistic that despite the June 2024 uptick in Headline Inflation, prices are expected to

moderate in the near term. This also supports our view in our recent inflation report.

In addition, the Committee expressed optimism with the recent stop gap measures by the
Federal Government to bridge the food supply deficit. In particular, the 150-day duty free
import window for food commodities (maize, husked brown rice, wheat and cowpeas),
amongst others, will likely moderate domestic food prices. It is noteworthy that these
measures will not lead to direct injection of liquidity into the economy as to cause further

inflation.


https://wstcng.sharepoint.com/research/Shared Documents/Special Reports/Inflation/2024/June 2024 Inflation - Year-on-Year Moderation in Sight.pdf
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The Committee noted the narrowing spread between the various foreign exchange
segments of the market, an indication of price discovery and improved market efficiency,
thus reducing opportunities for arbitrage and speculation. The Committee also noted that
the increase in the level of external reserves would further build confidence for a more
stable exchange rate and thus urged the Bank to explore available avenues to improve

inflows, especially through diaspora remittances.

To consolidate on the gains thus far achieved, the Committee re-emphasized its
commitment to stay on course with its tightening cycle in view of the urgent need to

address inflationary pressures.

Expected Impacts

The banking sector often serves as the transmission for monetary policy implementation,
thereby, they are likely to increase lending rates and reprice loan portfolios to boost
earnings. As banks adapt to the elevated borrowing costs from the CBN, we anticipate they
will increasingly participate in the fixed income market to seek income from investment
securities. Additionally, the impact on consumer and business loans could result in reduced

borrowing and spending, which is not positive for economic growth.

Furthermore, while the hike is expected to create more attractive yields in the Nigerian
fixed-income instruments, the government’s focus on managing its borrowing cost and

effective debt sustainability may also influence the direction of yields in the near term.

Conversely, the moderate hike implies there might be mixed sentiments in the equities
market as yields in the fixed income market will likely remain attractive in the nearest term.
Although, the release of Companies half year results and corporate action which includes

interim dividend and right issues might spur activities in the equities market.
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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.

J Buy Rating: estimated fair value is >20% above current market price.
J Hold Rating: estimated change in price is between -10% and 19% 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 lkoyi, Lagos,
Nigeria.
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Website: www.wstc.com.ng
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