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Domestic Scene:

Ÿ A combination of events played out in the global market in       

January 2019 that resulted in the stability of the Nigerian   

economy and financial market

Ÿ FSDH Research notes, however, that these events are not 

permanent in nature and may not guarantee short-to-medium 

term stability of the economy and financial market

Ÿ FSDH Research notes that the outcome of the February 

general election may determine the direction of the Nigerian 

financial market this month

Ÿ The progress made with the US-China trade re-negotiations 

and the trade concessions that China has made so far have 

lifted the global oil price

Ÿ These actions have provided some temporary fiscal relief in 

Nigeria

Ÿ The US sanctions on Venezuela also reduced supply and help 

crude oil price increase. The US may also however adopt a 

strategy to increase global crude oil supply to keep price low

Ÿ FSDH Research believes Nigeria needs to adjust the crude oil 

budget benchmark in line with realities. It also needs to build 

the strong structure for non-oil exports

Ÿ FOMC of the US Federal Reserve System maintained interest 

rate in January. Market expectation is that the FOMC may not 

raise interest rate in the first half of the year 2019

Ÿ Investors who had anticipated interest rate hike in the US in the 

first half of the year may reconsider their investment strategy in 

emerging and developing markets

Ÿ Purchasing Manager's Index (PMI) figures dropped in January 

2019: FSDH Research notes that the drop is in line with the 

historical trend of low manufacturing activities associated with 

January

Ÿ FSDH Research observed downward movement in the 

external reserves in early February

Ÿ The current external reserves position continues to provide 

short-term stability for the value of the Naira

Ÿ However, the medium-term stability in the foreign exchange 

market will depend on the country's foreign exchange receipts 

from both crude oil and non-oil products

Ÿ There was a significant increase in capital importation via 

Foreign Portfolio Investors (FPI) in the Investors' and 

Exporters' Foreign Exchange Window (I&E window) in January 

2019. This resulted in the accretion in the external reserves

Ÿ The increase in the external reserves supported by the 

increase in the FPI led to an appreciation in the foreign 

exchange rate in January

Ÿ The equity market continued on a downward trend in January 

2019, following a M-o-M appreciation in December 2018

Ÿ As noted earlier in our short-term Economic and Financial 

market outlook, FSDH Research expects uncertainties 

surrounding elections to dominate Q1 2019 and deter some 

investors

Ÿ However, the outcome of the general elections in February will 

determine the direction of the equity market in February.

International Scene:

Ÿ The International Monetary Fund (IMF) revised downwards its 

global economic growth forecast for 2019 and 2020 citing the 

negative effects of US – China tariff increases, new automobile 

fuel emission standards in Germany, sovereign and financial 

risks in Italy and weak market sentiments in Turkey.
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1.0 Global Developments:

A combination of events played out in the global market in January 2019 that resulted in the 

stability of the Nigerian economy. FSDH Research notes, however, that the outcome of the 

February general election may determine the direction of the Nigerian financial market 

going forward. As December 2018 figures were released showing the negative impacts of the 

US-China trade war on the global economy and on the two economies, both countries made 

concerted efforts to end the trade dispute. China's exports dropped in December, recording the 

largest drop since 2016. Its imports from US also dropped. Its PMI recorded the steepest 

contraction since February 2016. The progress made with the trade re-negotiation and the trade 

concessions that China has made so far have lifted the global oil price. The US trade sanctions on 

Venezuela crude oil exports and the commencement of implementation of the cut in Organization 

of Petroleum Exporting Countries (OPEC) crude oil output also helped the crude oil price to 

recover from the opening levels in January 2019. The crude oil price closed the month at US$63/b 

(Bonny Light) and US$59.71/b (Brent).

Meanwhile Federal Open Market Committee (FOMC) of the US Federal Reserve System 

maintained the interest rate in January. The Fed said it would be “patient” regarding its short-term 

guardian on interest rate decision. The statement was interpreted to mean that the FOMC may not 

raise interest rate in the first half of the year 2019. Investors who had anticipated an interest rate 

hike in the US in the first half of the year may reconsider their investment strategy in the emerging 

and developing markets. These developments are positive for the short-term outlook of the 

Nigerian economy and financial market.

FSDH Research observed that, of the countries that we monitored in January 2019, the prices of 

sovereign bonds increased more than decreased. The 8.8% September 2023 Turkey 

Government Bond recorded the highest month-on-month (M-o-M) price increase of 7.84% to 

79.80. 

The Kenya Government Bond offered the most attractive real yield amongst the selected 

bonds in January.
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1.1 The Global Economic Growth:

The International Monetary Fund (IMF) revised downwards its global economic growth 

forecast for 2019 and 2020 citing the negative effects of US – China tariff increases, new 

automobile fuel emission standards in Germany, sovereign and financial risks in Italy and 

weak market sentiments in Turkey. Consequently, the IMF revised downwards its global growth 

forecast for 2019 and 2020 from the forecast in October 2018 to 3.5% and 3.6% respectively. 

The expected slow growth in the global economy also supports the FSDH Research view 

that crude oil price may not rally strong in 2019. Therefore, Nigeria needs to develop strategies 

to guard against a possible drop in crude oil exports. FSDH Research has noted the possible 

implications of the foregoing may be pressure on the exchange rate resulting in a movement 

towards N390/U$, increase in the yields on fixed income securities and high inflation rate. The 

FGN may also limit foreign borrowing in the short-term.

The expected slow growth in 

the global economy also 

s u p p o r t s  t h e  F S D H 

Research view that crude oil 

price may not rally strong in 

2019.
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1.2 High Unemployment Rate in Nigeria – FSDH Research Suggests Solutions:

“The devil finds work for idle hands”. This rings true in the current situation in Nigeria where a 

significant number of people are unemployed despite being able and willing to work. FSDH 

Research notes that the unemployment rate in Nigeria is unsustainably high and urgent measures 

are required to avert the consequences of such a high unemployment rate. According to data from 

the National Bureau of Statistics (NBS), 20.93 million Nigerians were unemployed as at Q3 2018, 

representing an unemployment rate of 23.1% of the total labour force of 90.47million. The labour 

force population signifies all persons aged 15 to 64 years who are willing and able to work, 

regardless of whether or not they have a job. Out of the total unemployed, 63% (13.15 million) are 

youths within the age group of 15 to 34 years.

FSDH Research suggests the following measures to create jobs in Nigeria and to reduce the 

number of unemployed: urgent restructuring of the nation's educational system to enable it to 

provide relevant training that is needed in the modern digital age. Deliberate and consistent 

investments in the educational sector will also create jobs for teachers and administrators in the 

sector.  Establishment of well-funded technical training centres in all local government areas in 

the country in conjunction with private sector operators. FSDH Research observes that certain 

workers from neighbouring countries come into Nigeria to do certain unskilled and semi-skilled 

jobs that Nigerian workers are not well equipped to do.
 
These measures and other complementary measures that will encourage investment in the 

labour-intensive sectors of the Nigerian economy are required as a matter of urgency. This is to 

enable the job growth rate in the country to overtake the population growth rate. If nothing is done, 

FSDH Research estimates that about 24 million Nigerians may be without jobs by 2022.

FSDH Research notes that 

the unemployment rate in 

Nigeria is unsustainably 

high and urgent measures 

are required to avert the 

consequences of such a 

high unemployment rate.
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1.3 Purchasing Managers' Index (PMI):

Although there was a drop in PMI figures that the Central Bank of Nigeria (CBN) published 

for the month of January 2019, FSDH Research notes that the drop is in line with the 

historical trend of low manufacturing activities associated with January. The Manufacturing 

PMI stood at 58.5 points in January, from a four year high of 61.1 points in December 2018. 

Production levels, new orders, supplier delivery times, employment levels and inventories grew at 

a slower rate in January than the level recorded in December. The Non-Manufacturing PMI also 

decreased to 60.1 points in January from 62.3 points in December. Business activity, new orders, 

FSDH Research notes that 

the drop in the PMI is in line 

with the historical trend of 

low manufacturing activities 

associated with January.
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1.4 Inflation Rate:

FSDH Research expects the January 2019 inflation rate to drop to 11.40% from 11.44% 

recorded in December 2018. The drop is not because the prices of consumer goods are 

dropping, but because the Consumer Price Index (CPI) increased faster in January 2018 (0.8%) 

than in January 2019 (0.78%). The NBS will release the inflation report for the month of January on 

Friday, 15 February 2019.

 We however anticipate a spike in the inflation rate from June 2019 due to adjustments to the price 

of Premium Motor Spirit (PMS) and electricity tariff. FSDH Research believes the CBN will 

continue to adjust its policies to keep yield above that inflation rate. FSDH Research also expects 

the inflation rate to remain in double-digits in 2019.

F S D H  R e s e a r c h  a l s o 

expects the inflation to 

remain in double-digits in 

2019.
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1.5 Movement in the External Reserves: 

FSDH Research observed downward movement in the external reserves in early February. This 

may be a pointer to demand pressure at the foreign exchange market. This may lead to 

depreciation in the value of the Naira. This in the short-term is in line with our expectation. 

The current position of external reserves continues to provide short-term stability for the 

value of the Naira. However, the medium-term stability in the foreign exchange market will 

depend on the country's foreign exchange receipts from both crude oil and non-oil 

products. The 30-Day moving average external reserves increased by 0.13%, from US$43.12bn 

at end-December to US$43.17bn at end-January 2019. 

FSDH Research observed 

downward movement in the 

external reserves in early 

February
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1.6 Currency Transaction at the I&E Window

There was a significant increase in capital importation via Foreign Portfolio Investors (FPI) in 

the Investors' and Exporters' Foreign Exchange Window (I&E window) in January 2019. FPI 

contribution in January stood at US$1.32bn in January, accounting for 51.34% of total inflows, the 

highest contribution since April 2018. This is based on data obtained as at Monday, 4 January 2019 

from the FMDQ OTC Securities Exchange. This may be a reflection of foreign investors taking 

advantage of higher yields on fixed income securities. The total capital importation through the I&E 

window in January 2019 stood at US$2.57bn. From inception to January 2019, capital importation 

through the I&E totalled U$51.22bn.

FPI contribution in January 

stood at US$1.32bn in 

January, accounting for 

51.34% of total inflows, the 

highest contribution since 

April 2018.
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T h e  d a i l y  c r u d e  o i l 

p roduc t i on  i n  N ige r i a 

increased by 0.63% to 

1.75mb/d in December 

2018, from 1.74mb/d in 

November.

In its monthly report for 

January 2019, the EIA 

forecasts an average price 

o f  B r e n t  c r u d e  o i l  o f 

U S $ 6 0 . 5 2 / b  a n d 

US$64.76/b in 2019 and 

2020, respectively.

1.7 Crude Oil Market and Bonny Light Price:

Crude oil price recovered in January 2019 compared with the position as at close of December 

2018. This provides some temporary fiscal relief in Nigeria. Despite the increase, FSDH Research 

believes Nigeria needs to adjust the Budget benchmark. It also needs to build a strong structure 

for non-oil exports. Crude oil price is forecasted to be lower in 2019 compared with 2018, mostly as 

a result of expected oversupply. According to secondary data available from OPEC's report for the 

month of January 2019, the daily crude oil production in Nigeria increased by 0.63% to 1.75mb/d in 

December 2018, from 1.74mb/d in November. This is above the production quota from OPEC of 

1.685mb/d but below the benchmark in the 2019 budget of 2.30 mb/d. 

In its monthly report for January 2019, the US Energy Information Administration (EIA) forecasts 

an average price of Brent crude oil of US$60.52/b and US$64.76/b in 2019 and 2020, respectively. 

The forecast is lower than the average price of Brent in 2018. However, the EIA indicated that it 

expected some upward price movements in early 2019 from the need for global oil inventories to 

rise slightly to keep pace with demand growth and maintain five-year average levels of demand 

cover.
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FSDH Research expects 

the CBN to maintain the 

current t ight monetary 

policy stance to ensure 

continued stability in the 

foreign exchange market.

1.8 Foreign Exchange Rate:

The increase in the external reserves, supported by the increase in FPI, led to an 

appreciation in the foreign exchange rate in January. The premium between the inter-bank 

and parallel markets narrowed in January 2019 compared with December 2018. However, 

FSDH Research expects the CBN to maintain the current tight monetary policy stance to ensure 

continued stability in the foreign exchange market. 

Month-on-month, the value of the Naira appreciated marginally by 0.08% and 0.27% to close at 

N306.75/US$ and N364/US$ at the inter-bank and parallel market respectively at the end of 

January compared with December 2018. Similarly, at the I&E window, it appreciated by 0.27% to 

stand at N363.03/US$ at end-January. The highest rate recorded at the inter-bank, parallel 

market and I&E window in January were N306.95/US$, N365/US$ and N365.87/US$. The lowest 

values were N306.75/US$, N364/US$ and N362.42/US$.

The average exchange rate at the inter-bank and parallel market also appreciated by 0.03%and 

0.57% to stand at N306.84/US$ and N364.36/US$ respectively in January compared to the 

average of N306.92/US$ and N366.42/US$ in December 2018 . At the I&E window, it averaged 

N363.73/US$ in January.
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The average yield on all the 

three tenors were up to in 

the month of January 2019 

compared with what was 

recorded in November (last 

auction in 2018).

2.0 Interest Rate and Yield Analysis:

In line with expectations of FSDH Research,the CBN continued with its tight monetary 

policy stance throughout January 2019 as it continued to mop up excess liquidity through 

the use of Open Market Operations (OMOs). The goal is to curb inflation and maintain 

stability in the foreign exchange market.This approach led to an increase in the yields on 

Nigerian Treasury Bills (NTBs) in January 2019 compared with December. 

The fixed income market analysis for the month of January shows a net outflow of N924mn, 

compared with a net outflow of N1.02trn in December. The major outflows in January were the 

Open Market Operations (OMO) and Repurchase (REPO) Bills of N2.73trn, CBN's Foreign 

Exchange Sale of N499bn, Primary NTBs of N481bn and the FGN Bond auction of N117bn. 

Meanwhile, in December, the major outflows were the OMO and REPO of N3.21trn, CBN's 

Foreign Exchange Sale of N497bn and the FGN Bond auction of N6bn. The major inflows in 

January were the matured OMO and REPO Bills of N1.29trn, matured NTBs of N639bn, and the 

Federation Account Allocation Committee (FAAC)'s injection of about N329bn. The major inflows 

in December were the matured OMO and REPO Bills of N2.25trn, FAAC's injection of about 

N365bn, and matured NTBs of N78bn.

At the NTBs auction, average yield on all the three tenors were up in the month of January 

2019 compared with what was recorded in November (last auction in 2018). The CBN 

cancelled the NTB auctions scheduled for the 13th and 20th December, 2018 while it redeemed 

the maturing securities during the period. The average yields at the NTBs auction, on the 91-Day 

increased marginally to 11.27% in the month of January, compared with 11.23% recorded in 

November 2018. The average 182-Day NTB stood at 14.17%, up from 14.05% in November 2018. 

The average 364-Day NTB yield stood at 17.41% in January from 16.88% in November 2018. 

However, the average Nigerian Interbank Offered Rate (NIBOR) was down in January 2019 

compared with December 2018. 

The CBN continues with its 

tight monetary policy stance 

throughout January 2019.
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The average 30-day and 90-day NIBOR decreased to 14.79% and 13.74% in January 2019, down 

from 15.28% and 14.76% in December 2018. However, the average 180-Day NIBOR increased to 

15.19% from 14.93% in December 2018.The yields on the FGN Bonds that we monitored similarly 

moved in varying directions, in January 2019. The average yield on the 16.39% FGN January 2022 

increased marginally to 15.07% in January from 15.06% in December. The 13.98% FGN February 

2028 closed at 15.43% in January 2019, lower than 15.79% in December 2018; the 16.25% FGN 

Apr 2037 closed at 15.23% in January 2019, lower than 15.60% in December 2018.
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NTB yields are likely to be 

influenced largely by the 

level of liquidity in the 

bank ing sys tem,  the 

short- term borrowing 

needs of the government 

and the need to maintain 

price stability.

2.1 Revised Outlook Going Forward:

FSDH Research expects a total inflow of about N2.33trn to hit the money market from the 

various maturing government securities and Federation Account Allocation Committee 

(FAAC) in February 2019. We estimate a total outflow of approximately N644bn from the various 

sources, leading to a net inflow of about N1.68trn. FSDH Research expects the market to 

remain relatively liquid in February 2019. This may continue to necessitate the issuance of 

OMO to mop-up the liquidity in the system. We expect the inflation rate in January to drop 

marginally from the level recorded in December 2018.

FSDH Research believes the yields on the NTBs may increase further, particularly on the 

long end from the current levels. NTB yields are likely to be influenced largely by the level of 

liquidity in the banking system, the short-term borrowing needs of the government and the need to 

maintain price stability.

The following factors will influence yields on fixed income securities in February 2019:

Ÿ  The need to maintain stability in the foreign exchange market
Ÿ  Election considerations
Ÿ  The need to mop up liquidity associated with election spending
Ÿ  Growing concerns on the health of the global economy

MERCHANT BANK LTD
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The current yields on most 

of the FGN Eurobonds is 

lower than its coupon rate. 

Investors can take position 

in the bonds now as the yield 

is expected to increase.  

2.2 Strategy:

Ÿ FSDH Research expects yields in the bond market to increase above the current level. 

Investors with large bond portfolios may take profit and buy back later when yields increase. 

While those with small portfolios should take advantage of the current yields and buy gradually

Ÿ Traders in the Treasury Bill market may adopt a strategy that will allow them to shift from one 

tenor to another in order to take advantage of movements in yields

Ÿ Investors should stay in short-tenored fixed deposits. This will enable them to switch as market 

opportunities arise 

The prices on the FGN Eurobonds were higher in January 2019 than in December 

2018.Consequently, the yields on the bonds closed lower in the month of January than in 

December. The attractiveness of the yields on the FGN Euro bond compared with similar risk 

profiled bonds led to the increase in the prices in January 2019. The current yields on most of 

the FGN Eurobonds is lower than its coupon rate. Investors can take position in the bonds 

now as the yield is expected to increase.  

MERCHANT BANK LTD
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T h e  e q u i t y  m a r k e t 

continued on a downward 

trend in January 2019, 

f o l l o w i n g  a  M - o - M 

appreciation in December 

2018.

FSDH Research observed a 

decrease in the volume and 

value of stocks traded in 

January, despite significant 

trades on Diamond Bank 

and Access Bank.  

All the NSE Sectoral Indices 

depreciated in January, 

except the NSE Industrial 

Index.

3.0 Equity Market:

3.1 The Secondary Market: 

The equity market continued on a downward trend in January 2019, following a M-o-M 

appreciation in December 2018. The Nigerian Stock Exchange All Share Index (NSE ASI) 

depreciated by 2.78% (a loss of 2.70% in US Dollar) to close at 30,557.20 points. Similarly, the 

market capitalisation recorded a M-o-M loss of 2.78% (a loss of 2.70% in US Dollar) to close at 

N11.39trn (US$37.15bn). The factors that resulted in a persistent decline in the Nigerian equity 

market in 2018 are still putting downward pressure on the equity market. These factors include 

pullback from foreign investors due to political considerations, rising global yields and increased 

yields on fixed income securities in Nigeria leading to a reallocation of portfolios away from the 

equity market.

FSDH Research observed a decrease in the volume and value of stocks traded in January, 

despite significant trades on Diamond Bank and Access Bank. The volume of stocks 

decreased by 20.04% to 6.24bn in January 2019. Diamond Bank Plc (1.30bn), Access Bank Plc 

(563.14mn), Zenith Bank Plc (548.89mn), UBA Plc (479.75mn), and GT Bank Plc (469.59mn) 

were the five most highly traded stocks in January. Similarly, the value of stocks traded on the NSE 

in January decreased by 5.29% to N59.60bn, from N62.93bn in December.

All the NSE Sectoral Indices depreciated in January, except the NSE Industrial Index. The 

NSE Industrial Index recorded a M-o-M appreciation of 5.78%, mainly attributable to the increase 

in the share prices of Cement Company of Northern Nigeria (23.71%), Lafarge Africa (0.40%) and 

Dangote Cement (0.16%). The NSE Oil and Gas Index recorded the highest M-o-M depreciation  

of 7.27%.
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Of the equity indices monitored by FSDH Research throughout January 2019, most 

appreciated, except the NSE ASI and The Ghana Stock Exchange Composite Index (GSE 

Composite Index). These two indices depreciated by 2.78% and 2.66% respectively. The 

Ibovespa Brasil Sao Paulo Stock Exchange Index (Brazil) recorded the highest M-o-M 

appreciation of 10.89% in January, followed by The NASDAQ Composite Index which appreciated 

by 9.74% M-o-M.

MERCHANT BANK LTD
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We expect savvy investors 

to take strategic positions in 

the months leading to the 

expected recovery in Q2 

2019.

However, the outcome of the 

g e n e r a l  e l e c t i o n s  i n 

February will determine the 

direct ion of the equity 

market in February.

3.2.Outlook for the Month of February2019:

As noted earlier in our Short-Term Economic and Financial Market Outlook, FSDH Research 

expects election uncertainties to dominate Q1 2019 and deter some investors. However, we 

expect savvy investors to take strategic positions in the months leading to the expected recovery 

in Q2 2019. Despite the overall decline in January, we have seen pockets of this positioning over 

the month and expect to see further examples in February. 

The performance of the equity market in the last six years shows that the market recorded a 

mixed performance between January and February. However, the outcome of the general 

elections in February will determine the direction of the equity market in February.
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3.3. Strategies:

Ÿ Investors can gradually enter the equity market through cost-averaging investment strategy

Ÿ Investors should position in stocks that have good fundamentals that are currently trading 

below their fair value 

Ÿ We see opportunities in the banking, consumer goods, building materials, and oil and gas 

sectors of the equity market

The prices of the Eurobonds of the following companies are trading at discounts to their 

face values: First Bank and Ecobank, all of which offer attractive prices and yields. 

Investments in this security may generate good returns for investors who have US Dollar 

liquidity and can take the associated risks. 
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For enquiries, please contact us at our offices:

Lagos Office: 5th-8th Floors UAC House, 1/5 Odunlami Street, Lagos. 
Tel: 234-1-2702880-2; 234-1-2702887

Port Harcourt Office: 2nd Floor, Polaris Bank Building (Former Skye Bank Building) 
5 Trans Amadi Road, Port Harcourt.  Tel: 234-8024081331

Abuja Office: Leadway House (First Floor), Plot 1061 Herbert Macaulay way, 
Central Business District, Abuja-Nigeria. Tel.: 234-9-2918821

Our Reports and Prices are also Available on Bloomberg {FSDH<GO>}

Website: www.fsdhgroup.com    Email: research@fsdhgroup.com

Disclaimer Policy

This publication is produced by FSDH Merchant Bank Limited 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 Merchant Bank Limited 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 Merchant Bank Limited 

for actions taken as a result of information provided in this publication.

MERCHANT BANK LTD
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