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Macroeconomic Review 
Nigeria’s Inflation – Reflecting the known reality.
Nigeria’s inflation for March 2023 rose to 22.04% Y-o-Y (Est. +21.80%), an increase of c.0.13% from 21.91% Y-o-Y recorded in February 2023. Moreso, headline inflation printed higher at 1.86% M-o-M in March 2023 vs 1.71% recorded in February 2023. Similarly, food inflation jumped to 24.45% from 24.35% recorded in February 2023 while core inflation also amplified to 19.86% in March, compared with 18.84% in February 2023.
Below is a summary of March 2023 Inflation report:
· On a monthly basis, the headline index grew by 1.86% in March (vs 1.71% in February) 
· The core index grew by 1.84% M-o-M in March vs. 1.06% in February,  while the food sub-index grew by 2.07% M-o-M compared to 1.90% in February. 
· The urban inflation rate rose to 23.07% Y-o-Y (vs 22.78% Y-o-Y in February 2023).
· The rural inflation rate was printed at 21.09% Y-o-Y (vs 21.10% Y-o-Y in February 2023).

Chart 1 – Headline, Food and Core Inflation 
Source: NBS, AIICO Capital
[bookmark: _Hlk129007819]Outlook: Given the existing inflationary pressures, that is, the high cost of fuel, soaring exchange rate and regional demand-supply imbalances, we expect the rising pace of inflation to extend further in the next reading.

Fixed Income Market Review and Outlook
Overview
The extended period of sparing system liquidity in April, drove a mixed to bearish theme in the local fixed income market, as demand dropped significantly and executed trades were literally few and far between. However, liquidity influx in the latter part of the month spurred buyside interest across the treasury bills and FGN bonds market.
The Eurobond space also traded mixed sentiment amid US inflation and GDP data releases. The discussions around OPEC+ production cuts also supported higher bond prices in Nigeria and Angola.
Chart 2 – Nigerian Sovereign Yield Curve






Source: CBN, FMDQ, AIICO Capital

Money Market Review and Outlook – Tight system liquidity eased by late inflows from bond maturities, coupons and FAAC remits.
For the major part of the month, the money market was firmly in negative territory (extending the tight system liquidity situation that ensued towards the end of March), driven by Retail FX SMIS, CRR debits, NTB and FGN bonds primary market auctions. Market participants, especially banks, had to patronize CBN’s Standing Lending Facility (SLF) window to meet their obligations.
However, the liquidity situation improved towards the last few days of the month, bolstered by the heavy FGN 2023 bond maturity (c.₦735.96 billion), coupon (c.₦418.42 billion) and FAAC remits. System liquidity peaked at c.₦1.3 trillion and closed the month at similar level.
Overall, system liquidity averaged ₦17.06 billion (vs ₦173.30 billion in Mar 2023), and Overnight Policy Rate (OPR) and Overnight (ON) rates expanded to an average of 16.98% and 17.35% from 13.72% and 14.17% in Mar 2023.



Chart 3 – System Liquidity and Interbank Rates
 Source: CBN, FMDQ, AIICO Capital
Outlook: The money market should witness an extended period of tight system liquidity, on the basis of low FGN bond coupon (c.₦22.03 billion), albeit OMO maturity (c.₦478.11 billion) should provide some relief. Thus, interbank rates are expected to stay at elevated levels for most part of the month.

T-Bills Market Review and Outlook - Bearish theme dominated the early periods, but improved system liquidity drove late buying activity.
The effect of the tight liquidity situation spurred bearish pressures in the treasury bills space. Market participants sold their papers (mostly across the belly to the long end of the curve) to raise liquidity to fund their obligations, thus recording trading losses in the process.
The impact of the selling interest also reflected in the preliminary treasury bills primary market auction, where the DMO managed rate expectation amid weak subscription levels, closing the 1-year paper at 14.70%, while maintaining the rates for the 91- and 182-day papers at 6.00% and 8.00% respectively.
The market soon after eased to a bullish theme due to the late liquidity influx which eased the selling interests that have dominated proceedings in previous sessions. Interest grew heavy on the long-dated papers, declining by more than 200bps to the 11.00% handle. This was also evident in the final auction for the month, where the stop rates for the 1-year paper closed at 10.17% and subsequent trading sessions saw c.45bps dip across the long end of the curve.
Overall, the total NTB primary market subscription for the month printed at c.₦1.10 trillion (of which 73% of the subscription was gathered at the last auction where system liquidity was surfeit), while c.₦281.10bn was offered and same was allotted.
Generally, the average rate declined by c.165bps M-o-M to close at 6.43%. 


Table 1 – Nigerian Treasury Bills (NTB) Auction Result
	APRIL 2023 NTB AUCTION RESULT

	Tenor
	Mar'23
 Close
	Apr'23
Auc 1
	Apr'23
Auc 2
	Change M-o-M (bps)

	91
	6.00%
	6.00%
	5.30%
	(70.00)

	182
	8.00%
	8.00%
	8.00%
	0.00 

	364
	14.74%
	14.70%
	10.17%
	(457.00)


Source: CBN, AIICO Capital
Outlook: The NTB primary market rates are expected to trend upwards amid increased issuances by the DMO in addition to the rollover of the maturing bills (c.₦281.09 billion). Secondary market activity should be fairly quiet, with late buyside interest driven by FAAC inflows. 

FGN Bonds Market Review and Outlook - Mixed market sentiments; late buying spurred by bond coupon and maturity. 
With the 2037 and 2049 papers retired by the DMO and replaced with 2042 and 2050 papers based on Q2’2023 FGN bond issuance calendar, investors shifted their attention to the on-the-run papers with mixed trading sentiments, albeit not much activity was recorded in the early periods.
The dearth of liquidity practically caused muted trading sessions, as consummated volumes were few and far between. However, slight buying interests were observed on 2037s and 2049s by a few large ticket players due to their attractive coupons and yield levels.
Building up to the FGN bond auction, market participants took position on the auctioned papers and sold off in anticipation of higher closing yields at the auction. At the auction, the DMO carefully managed rate expectation by using non-competitive bids (a total of c.₦183.80 billion in addition to the competitive allotment of c.₦367.60 billion) to make up for the low competitive subscription. The marginal yield on the 2028s was maintained, while that of 2032s declined by 5bps. Conversely, the stop yields on 2042s and 2050s were 20bps and 5bps higher respectively compared to where the related tenors of 2037s and 2049s closed at the Mar’23 auction.
Post auction trading sessions were met with renewed buying interests, driven by coupon inflows and bond maturity. Most of the activity was skewed to 2037s, 2042s,2049s and 2050s. 
Overall, average mid-yield in the secondary market inched up marginally by c.1bp M-o-M to close at 14.10%. 
Table 2 – April 2023 FGN Bonds Auction Result
	MARCH 2023 BOND AUCTION RESULT

	Maturity
	Offer (₦'bn)
	Sub (₦'bn)
	Allot (₦'bn)
	Yield
	Mar'23 Close
	Change M-o-M (bps)

	23-Feb-28
	90.00
	14.00
	4.60
	14.00%
	14.00%
	0.00 

	27-Apr-32
	90.00
	5.00
	2.00
	14.80%
	14.75%
	5.00 

	21-Jan-42
	90.00
	101.00
	95.00
	15.40%
	 -
	- 

	27-Mar-50
	90.00
	322.00
	266.00
	15.80%
	- 
	- 

	
	360.00
	442.00
	367.60
	
	
	



Source: DMO, AIICO Capital

Chart 4 – FGN Bond Yield Curve for Selected Maturities








Source: FMDQ, AIICO Capital
Outlook: The meagre amount of coupon (c.₦22.03 billion) should drive little to no demand, thus a relatively muted to bearish market is envisaged.

Eurobond Market - Mixed to Bearish theme amid lower US inflation and underwhelming GDP report.
Positive jitters dominated the early periods in the Eurobonds market, amid the intended production cut by the OPEC+ members. The optimism around increase in crude oil price drove buyside interests for most oil producing countries, like Nigeria, as well as the spillover effect across the SSA region. However, a sharp decline in US Jobs Opening data spurred mild selloffs across the curves. 
The bearish theme was short-lived following the release of the U.S CPI report, which printed the U.S headline inflation rate at 5.00%, depicting a 0.20% below the 5.2% estimates. The market then geared up for a rebound, with hopes for an early halt in policy tightening.
The market took a U-turn to close the month after the Bureau of Economic Analysis of U.S reported the U.S Q1'2023’s GDP real growth rate at 1.10%, which fueled fears of a recession as market expected a 2.0% real growth rate.
Overall, the average mid-yield across Nigeria’s Eurobond curve expanded by c.46bps M-o-M to close at 12.29%. 
Other notable information: 
· Nigeria received $800 million loan from World Bank, which is intended to facilitate the execution of the long-discussed "fuel subsidy removal”.
· Nigeria suspended her plans to remove fuel subsidy by June 2023.
· Ghana’s government held an Investors presentation meeting where they described in detail, the terms of the IMF deal, the ambitious macroeconomic objectives for the medium term and the progressive talks with external debt holders as part of the debt restructuring program.
· Kenya announced plans to raise $2 billion from the Eurobond market, to facilitate the redemption of the July 2024 maturity.
Chart 5 – Sovereign Eurobond Yield Curve
 Source: FBN UK, AIICO Capital
Outlook: The broad expectation is that the FOMC meeting in May 2023 may be the last in the rate-hike cycle given the already jittery market on the back of sky-high US debt ceiling and risk in the banking sector. We also expect a concrete update on Ghana’s foreign debt restructuring.

Foreign Exchange Market Review and Outlook - Prolonged decline in Gross FX reserves; Naira depreciates further against the dollar at the I&E Window.
 Activity in the FX market was relatively muted, with medium-scale volatility in rates. Cash trades at the unofficial window traded mostly between $/₦733 - $/₦741, while Inflows closed at $/₦745. However, at the official window, NAFEX rate closed at $/₦462.70 in Apr’2023, representing a ₦1.55k depreciation when compared with previous month’s close of $/₦461.15, while there was a ₦1.62k depreciation at the I&E window, as it closed at $/₦463.00. The Gross external reserves closed at c.$35.25 billion compared with $35.50 billion as at close of Mar’2023, representing a decline of c.$250 million. The sustained interventions by the CBN to support the naira, sub-par oil production, stiffer global financial situations, and the sustained fall in the crude oil price, are some of the factors that have affected the reserves.
Outlook: We expect continued strain in the Gross FX reserves, albeit OPEC+ suggested cuts should support oil prices and possibly improve FX remits.


Equities Market Review and Outlook
Equities Market Performance in April – Underwhelming Nigerian Stock market’s performance amid higher inflation
The Nigerian stock market fell by N1.010 trillion in April 2023, despite strong 2022 fiscal year corporate profitability and dividend payouts to shareholders by listed companies. Notwithstanding the stock market's 2.25% gain in the first four months of 2023, inflationary pressures, currency scarcity, and other macroeconomic challenges have continued to erode investors' participation in low-priced fundamental stocks listed on the Exchange. In particular, the entire market capitalization finished April 2023 at N28.534 trillion, down from N29.544 trillion. In addition, the NGX All-Share Index fell 3.37 percent to 52,403.51 basis points from 54,232.34 basis points when it concluded trading in March 2023.
Chart 6 – NGX ASI YTD Performance
Source: NSE, AIICO Capital

Mixed performance Across Sectors
The NGX banking Index fell by 3.37% to 438.07 basis points as of April 28, 2023, according to sectoral performance. The NGX Insurance Index rose by 3.87% to 184.38 basis points, while the NGX Oil/Gas Index fell by 1.68% to 502.24 basis points. Furthermore, the NGX Consumer Goods Index increased by 4.75% to 736.14 basis points in April 2023, making it the highest gainer among other indices, while the NGX Industrial Goods Index decreased by 0.38 percent.




Table 3 – Sector Performance
[image: ]
Source: NSE, AIICO Capital
Chart 7 – Top 10 Gainers and Top 10 Losers in March 2023
Source: NSE, AIICO Capital
Outlook: Most investors are expected to keep their bullish outlook on bellwether equities and maintain prudence in their other stock picks, even as the salient uncertainties around the transition to a new government continues. 
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Nigeria Sovereign Eurobond Yield curve
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Top 10 Losers

AIRTELAF	MTNN	NB 	UACN	CHAMPION 	VITAFOAM 	ETERNA 	GTCO	MULTIVER 	MAYBAKER	-229	-11.3	-5	-1.55	-1.18	-1.1000000000000001	-0.76946999999999999	-0.65	-0.46	-0.45	


Top 10 Gainers

SEPLAT 	TOTAL 	BUAFOODS 	SFSREIT 	NAHCO 	DANGSUGA 	CADBURY 	CONOIL	PZ 	NASCON 	22.26	19.7	12	8.4499999999999993	3.85	2.5	2.2000000000000002	2	1.75	1.5	


Headline Inflation	
43831	43862	43893	43924	43955	43986	44017	44048	44079	44110	44141	44172	44203	44234	44265	44296	44327	44358	44389	44420	44451	44482	44513	44544	44575	44606	44637	44668	44699	44730	44761	44792	44823	44854	44885	44916	44947	44978	45009	12.132305771432115	12.19853348404591	12.257324804486643	12.341464926171938	12.404248786049223	12.558719690353897	12.820717513036641	13.219513524561435	13.70662921174079	14.232742743160088	14.887260666279346	15.753386647855876	16.466347283844001	17.334896313630409	18.171367740526605	18.116735352723936	17.933081938205618	17.750757261900702	17.377100345666975	17.009126570971006	16.629867193111252	15.993579823096965	15.395701999751154	15.625488850575337	15.600544539448819	15.702445752010718	15.915153179219942	16.818812338203998	17.711799316172616	18.595615795951687	19.643020205754411	20.524841985639171	20.773688214052768	21.08711512434445	21.465638966992799	21.34379451911694	21.816324933850566	21.909733496709393	22.04	Core Inflation	
43831	43862	43893	43924	43955	43986	44017	44048	44079	44110	44141	44172	44203	44234	44265	44296	44327	44358	44389	44420	44451	44482	44513	44544	44575	44606	44637	44668	44699	44730	44761	44792	44823	44854	44885	44916	44947	44978	45009	9.3487922705314048	9.4340347104899394	9.7318768619662421	9.9791390100512132	10.119719900609894	10.127669105569652	10.101870716799425	10.520699172033105	10.581412313977239	11.137260581483758	11.049644371003666	11.374407582938389	11.854103343465056	12.382021683449707	12.673163940132241	12.743136984411649	13.145299145299134	13.094471373851732	13.720476414776911	13.40813744422988	13.744763663950891	13.239941358527446	13.85132949472731	13.872980323148298	13.868655042681951	14.011194723384122	13.914012488372236	14.177568482024498	14.896853425004224	15.746593006139364	16.25757528177347	17.199760735252042	17.60091498258835	17.758721128137765	18.243893533943776	18.491855291269516	19.156150599223935	18.839599748341129	19.86	Food Inflation	

43831	43862	43893	43924	43955	43986	44017	44048	44079	44110	44141	44172	44203	44234	44265	44296	44327	44358	44389	44420	44451	44482	44513	44544	44575	44606	44637	44668	44699	44730	44761	44792	44823	44854	44885	44916	44947	44978	45009	14.849349036278994	14.904420099117416	14.976650030605725	15.026437709851876	15.035573724782637	15.175363968087936	15.481767775284666	15.996312790188426	16.660302214310633	17.378351588851459	18.298204641396282	19.562466032581426	20.566612266208125	21.785772023332513	22.947951779766356	22.718613056893574	22.277325007562283	21.828754589366682	21.031755328004792	20.302826186546113	19.566109225110125	18.337721571413653	17.208500081750145	17.370325789534121	17.125985642913662	17.11012464695068	17.203147317945849	18.370922346199791	19.496072551916782	20.602968814504237	22.01681552149131	23.1208249581736	23.336023802718969	23.723494072442833	24.125450863926432	23.75371556955092	24.31569374987366	24.352475499970083	24.45	MPR	43831	43862	43893	43924	43955	43986	44017	44048	44079	44110	44141	44172	44203	44234	44265	44296	44327	44358	44389	44420	44451	44482	44513	44544	44575	44606	44637	44668	44699	44730	44761	44792	44823	44854	44885	44916	44947	44978	45009	13.5	13.5	13.5	13.5	12.5	12.5	12.5	12.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	11.5	13	13	14	14	15.5	15.5	16.5	16.5	17.5	17.5	18	



NGN Sovereign rate curve

31-Mar	91-D	182-D	364-D	2024	2025	2026	2027	2028	2029	2030	2032	2034	2035	2036	2037	2042	2045	2049	2050	5.5	7.35	11.4	11.577999999999999	11.013031567908321	12.03053915474433	12.7277868203557	14.000961024562672	14.000157608663038	14.309434452107187	14.74793624404295	14.74934839185747	14.752093170585667	14.761060041034964	15.098940307603561	15.136269096089231	15.403066932657886	15.688920385181444	15.465879863667492	30-Apr	91-D	182-D	364-D	2024	2025	2026	2027	2028	2029	2030	2032	2034	2035	2036	2037	2042	2045	2049	2050	4.1399999999999997	5.85	9.3000000000000007	11.016999999999999	11.098761556257786	12.390855972393245	12.856725516289572	14.068012262222481	14.267655969633571	14.464	14.730907397664794	14.494211471805048	14.752721937917007	14.700046805949565	15.234640046115439	15.357435194564371	15.369	15.379357783219373	15.460444957767367	Current Inflation	
91-D	182-D	364-D	2024	2025	2026	2027	2028	2029	2030	2032	2034	2035	2036	2037	2042	2045	2049	2050	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	22.04	Current Mpr	
91-D	182-D	364-D	2024	2025	2026	2027	2028	2029	2030	2032	2034	2035	2036	2037	2042	2045	2049	2050	18	18	18	18	18	18	18	18	18	18	18	18	18	18	18	18	18	18	18	



	
	
	



[image: ]
image1.png
NGX ASI ¥ -337% i 2.25%
NSE Banking Index ¥ -329% i 4.93%
NSE Insurance Index i 3.87% i 5.75%
NSE Industrial Goods Index |d -0.38% M 1.83%
NSE Consumer Goods Index |t 4.75% i 25.00%
NSE Oil & Gas Index ¥ -1.68% i 8.60%





image2.jpg
AIICO CAPITAL




image3.jpg




