MPR INCREASED AGAIN BY 25 BPS TO 27.50%

—
..A Hawkish Farewell in the Year’s Final Meeting.

November 28, 2024 l] tconomic Report

In its last meeting for the year, the Monetary Policy Committee (MPC) maintained its
aggressive monetary stance, by raising the Monetary Policy Rate (MPR) by 25 basis points to
27.50%, and leaving all other parameters unchanged. This increase- the least aggressive hike

for the year - brings the cumulative rate hike for 2024 to 875 basis points.
In Summary:

---> Monetary Policy Rate: 27.50% from 27.25%.

--=> Asymmetric Corridor: +500/-100 basis points around the MPR.

---> CRR of Deposit Money Banks: 50.00%.

---> CRR of Merchant Banks: 16.00%.

---> Liquidity Ratio: 30.00%.

Committee Considerations
The Committee voiced concerns about the renewed inflationary pressures, as the headline,
food and core measures rose both on a year-on-year basis and on a month-on-month basis

in October 2024.

Highlighting the elevated food prices, and the impact of the recent increase in PMS on costs
of production and distribution of food items and manufactured goods, the Committee
members reiterated the need to strongly forge ahead with deepening collaboration between
the monetary and fiscal authorities to ensure the achievement of the synchronised

objectives of price stability and sustainable growth.

Another point of consideration for the Committee was the persistent exchange rate
pressure. The committee noted that while improvements in the external sector - reflected
by the increase in the current account surplus, enhanced remittance and capital inflows-
have positively impacted the external reserves, the continued high demand in the foreign
exchange market has sustained the pressure. Hence, the committee urged the Bank to

explore measures to boost market liquidity.
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Outlook

We remain cautious about the short-term effectiveness of the rate hikes, as structural
factors driving high input costs, along with insecurity and climate-related risks affecting
food supplies, are likely to weaken their intended impact. Additionally, demand-side
pressures are expected to increase as the festive season approaches, potentially
exacerbating inflation. The Committee also noted the delayed impact of rate hikes but

anticipates that their effects will start to be felt in Q1 2025.

However, the impact of the hike remains evident on the real sector of the economy, with

businesses continuously grappling with high cost of capital.

So far in Q4 2024, the capital market has exhibited a divergent trend, with equities market
performance trending negatively, while yields on fixed-income instruments have steadily
increased as monetary authorities persist in their effort to narrow the negative real returns.

With the recent rate hike, we expect the market’s current rhythm to persist.
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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.

Email: research@wstc.com.ng
Website: www.wstc.com.ng
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