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The day in review

¢ Equity market dropped 2bps

* Interbank rates declined by 500bps

* Bearish activity in Bonds market

* Naira depreciated at NAFEX window

Looking forward
NTB Primary Auction - CBN

Daily Insight
Trade deficit contracts by 52.6% q/q in Q2-2021

The National Bureau of Statistics (NBS) released Nigeria's Foreign Trade
in Goods Statistics for Q2-2021. During the quarter, total merchandise
trade grew 23.3% q/q and 88.7% y/y to N12.0tn from N9.8tn in Q1-2021
and Né.4tn in Q2-2020. The increase was due to a sharp growth (74.7%
q/q) in the value of export compared to N2.9tn in Q1-2021 and 128.3%
y/y compared fo Q2- 2020. As a result, export totaled N5.1tn,
accounting for 42.2% (Q1-2021: 29.8%) of the entire frade component,
while import was valued at N7.0tn accounting for 57.8% (Q1-2021:
70.2%) of total tfrade. Consequently, Nigeria's trade deficit declined by
52.6% q/q to N1.9tn in Q2-2021 from N3.9tn in Q1-2021.

The surge in export proceeds was driven by higher crude oil exports,
which grew 111.3% qg/g and 164.4% y/y to N4.1tn in Q2-2021 from
N1.9tn and N1.6tn in Q1-2021 and Q2-2020, respectively, accounting
for 80.3% of total export trade. The surge in crude oil receipts was
broadly driven by higher oil prices with average Brent price printing at
$69.1/b in Q2-2021, 106.9% y/y and 12.7% a/q higher than $33.4/b and
$61.3/b in Q2-2020 and Q1-2021. We also note the impact of naira
devaluation in Q2-2021 magnified naira value of export receipts in Q2-
2021. On the import front, trade value rose by 1.5% q/q and 67.5% y/y
to N7.0tn in Q2-2021 from Né.9tn and N4.1tn in Q1-2021 and Q2-2020,
respectively. The growth in imports reflects stronger post-pandemic
consumer spending as well as relaxation of domestic and international

movement restrictions, improving cross-border trade prospects.

Overall, the contraction in trade deficit is a welcome development
considering the pressure on the exchange rate over the past 18
months. That said, we expect the deficit to continue to moderate as
we expect improved oil production from Nigeria, following OPEC+ plan
to sustain gradual increase in oil production quota by 400,000bpd
every month. In addition, we expect crude oil prices to remain stable
in the near term. Nevertheless, we reiterate the need for government
to diversify the economy's export proceed sources given the agelong

vulnerability of export proceeds to shocks in the crude oil market.
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Trade deficit contracts further but remains way-off pre-pandemic levels
Nigeria's Export and Import (N'bn)
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Technical Indicator of Market Position: Relative Strength Index (RSI)
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