United Capital Research | Daily Market Commentary

Tuesday, March 22, 2022

A United Capital

The day in review

* Equity market declined by 20bps

* Interbank rates closed higher

*Bearish activity in bonds market

* Naira depreciated at the NAFEX window

Looking forward

FY-2021 Earnings Season - NGX

Daily Insight

MPC Review: CBN continues to “Wait and See”

Yesterday, the Monetary Policy Committee (MPC) concluded its second
meeting for 2022. The MPC held the Monetary Policy Rate (MPR) at 11.5%,
Cash Reserve Ratio (CRR) at 27.5%, asymmetric corridor at +100/-700 basis
point around the MPR, while Liquidity ratio was retained at 30.0%. Notably,
the HOLD decision comes when monetary policy across the global
economy frends toward a hawkish approach due to attempts to rein in
on inflation, supply chain, and rising energy and food prices disruptions,

domestically and globally.

The Committee believed that a tightening stance would not necessarily
rein in inflationary pressures, as external factors and other structural
constraints have mainly been responsible for recent and expected spikes.
The MPC felt inflationary pressures could better be curtailed the sector
The

Committee also believes that a tightening stance would halt the

would be addressing specific fiscal and legacy constraints.
expansion in private sector credit. On the other hand, a loosen decision
was redlistically out of the question. A loosen decision would lead to
additional inflationary pressures and increased FX speculation. The HOLD
decision does not alter the economic activity trajectory as we continue
growing credit growth in the private sector. The HOLD decision raises
concerns considering the hiking cycle globally and potential capital flight.
However, the CBN has continued to use unorthodox tools to attract

foreign currency inflows through swaps with domestic commercial banks.

We note that this would leave a neutral effect on the fixed income
environment, with the dynamics in that space likely to be driven by system
liquidity mechanics than FGN's appetite for debt capital. We also expect
the CBN to continue to use unorthodox monetary policy tools to control
the money supply, as hinted by the Chairman in the meeting. Lastly, we
also indicate that the major constraints confronting the Nigerian
macroeconomy are more related to the fiscal authorities than with the
monetary policy interventions, as conventional monetary policy may be

reaching its limit in this economic cycle.

The Intelligent Choice
Headline Level 1 day YTD 1 day MTD YTD P/E (x) Div. Yid.
NGX ASI 47,156.6 ¥ -0.2% & 10.4% Agriculture = 0.0% = 0.0% = 0.0% na na
Mkt. Cap (R'bn) 254148 ¥ -0.2% Banks ¥ -0.4% ¥ -3.4% & 7.9% 2.4 8.6%
Mkt. Cap ($'mn) 61,180.1 ¥ -0.2% Consumer ¥ -1.6% ¥ -4.0% ¥ -4.2% 22.1 4.0%
Value (N'mn) 3,903.0 & 45.9% Industrial ¥ -0.1% ¥ -0.9% & 5.3% 16.9 3.6%
Value ($'mn) 94 & 45.6% Insurance ¥ -1.4% ¥ -3.5% ¥ -7.0% 2.3 3.1%
Volume 303.5 & 42.1% Oil & Gas ¥ -1.0% & 3.1% & 26.9% 8.2 3.6%
Deals 4,616.0 & 2.9% Mkt. Avg. P/E 9.9 Mkt. Avg. Div. Yid 4.3%
Market Breadth 0.6x *P/Es are based on the last twelve months trailing eamings
*Nividend vields are hased on nast vear dividend navments
T-Bills Yields Current Previous %A Technical Indicator of Market Position: Relative Strength Index (RSI)
3 months 1.88 1.88 = 0.00
6 months 3.04 3.04 = 0.00
12 months 4.02 4,02 = 0.00
Bonds Yields Current  Previous %8 g/5000 3/18/2021 9/18/2021 3/18/2022
3 years 8.78 7.21 & 1.57 Oversold region -
5 years 10.17 10.12 & 0.05 3/22/2022
7 years 10.37 10.37 = 0.00 Pan African Market Monitor as at today
10 years 10.76 10.76 == 0.00  Equities Level 1 day YTD P/E (x) Div. Yid.
BRVM 2151 & 0.5% & 6.3% 8.7 5.0%
Currencies Current Previous % A Egypt 11,5112 & 49% ¥ -3.7% 8.5 1.5%
Kenya 159.1 & 1.4% & -4.4% 9.9 4.1%
NAFEX 417.00 41625W% -0.2%  Mauritius 2,136.6 & 0.5% & 1.8% na 3.1%
Morocco 3293w -0.4% ¥ -5.3% 21.5 2.9%
Other Key indices Current Previous % A MSCIFM 600.4 & 0.2% ¥ -9.8% 12.1 3.3%
OBB 11.0 90 & 2,00 South Africa 74,847.6 = 0.0% & 1.5% 1.3 3.8%
OVN 1.7 9.7 & 200 Tunisia 70993 w -0.5% & 0.8% 23.3 2.3%
Brent 115.2 1149 & 0.28  Zimbabwe 440,087.3 & 2.3% & 49.1% 24.6 0.7%
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